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T|TLE  32— NATIONAL  DEFENSE 

Chapter  VII — Department  of  the 
Air  Force 

Subchapter  J — Air  Force  Procurement  Instructions 

Issuance  of  Regulations 

Subchapter  J  of  Chapter  VII,  Title  32, 

Js  added  to  reat^  as  set  forth  below. 

Part 

1001  General  provisions. 

1002  Procurement  by  formal  advertising. 

1003  Procurement  by  negotiation. 

1004  Coordinated  procurement. 

1005  Interdepartmental  procurement. 

1006  Foreign  purchases. 

1007  Contract  clauses. 

1008  Termination  of  contracts. 

1009  Patents,  copyrights,  and  technical 

data. 

1010  Bonds  and  insurance. 

1011  Federal,  State,  and  local  taxes. 

1012  Labor. 

1013  Government  property. 

1014  Inspection  and  acceptance. 

1015  Contract  cost  principles. 

1016  Procurement  forms. 

1050  Labor  supply  considerations  to  be 

made  in  the  placement  of  contracts. 

1051  Small  business. 

1052  Facility  capability  reports. 

1053  Contracts;  general. 

1054  Contract  administration. 

1055  Spare  parts. 

1056  Contracts  entered  into  under  author¬ 

ity  of  Title  n,  First  War  Powers 
Act,  1941,  as  amended. 

1057  Reports. 

1058  Contract  financing. 

1059  Aircraft  and  GFAE  procurement. 

1080  Production  surveillance  and  control. 

Part  1001 — General  Provisions 

^  Subpart  A — Introduction 

I  1001.101  Purpose  of  subchapter. 

|  1001.102  Applicability  of  subchapter. 

1001.104  Content  of  instruction. 

I  1001.105  Amendments. 

1001.107  Effective  date. 

1001.108  Air  Force  Procurement  Circulars. 

1001.109  Deviations  from  ASPR  or  a  Depart¬ 
ment  of  Defense  directive. 

1001.109- 2  Deviations  affecting  one  con¬ 
tract  or  transaction. 

1001.109- 3  Deviations  affecting  more  than 
one  contract  or  contractor. 

1001.109- 50  Deviations  from  AFPI  or  AFPC. 

1001.109- 51  Deviations,  contract  clauses. 

f  1001.109-52  Basic  legal  questions  involved  In 
deviations. 

Subpart  B — Definition  of  Terms 

1001.201  Definitions. 

1001.201-9  Sources  of  supplies. 


This  Part  II  contains  a  revision  of 
the  Air  Force  Procurement  Instruc¬ 
tions,  32  CFR  Parts  1001-1080. 


Sec. 

1001.201- 50  United  States  and  Government. 

1001.201- 51  Contractor. 

1001.201- 52  Chief  officer  responsible  for  pro¬ 

curement. 

1001.201- 53  Appropriated  funds. 

1001.201- 54  Local  purchase. 

1001.201- 55  Central  procurement. 

1001.201- 56  Local  purchase  activity. 

1001.201- 57  Foreign  procurement  activity. 

1001.201- 58  AMC  field  procurement  activi¬ 

ties.  . 

1001.201- 59  Air  procurement  district. 

1001.201- 60  AF  plant  representative  office. 

1001.201- 61  AF  plant  representative. 

1001.201- 62  Air  procurement  office. 

1001.201- 63  Plant  office. 

1001.201- 64  Purchasing  offices. 

1001.201- 65  Form  of  contract. 

1001.201- 66  Type  of  contract. 

1001.201- 67  Kind  of  contract. 

1001.201- 68  Supplemental  agreement. 

1001.201- 69  Change  order. 

1001.201- 70  Contract  change  notification. 
1001.202  Abbreviations. 

Subpart  C— Basic  Policies 

1001 .305  Specifications. 

1001.306- 50  Ocean  rates  and  port  handling 
charges  for  use  in  evaluating  bids  on 
proposals. 

1001.307  Responsible  prospective  contractor. 

1001.307- 50  Policy  regarding  the  considera¬ 
tion  of  loyalty  of  scientific  researchers 
of  unclassified  research  contracts. 

1001.351  Forward  purchasing  policy. 

1001.352  Policy  on  establishment  of  sec¬ 
ondary  sources  of  aircraft  production. 

Subpart  D — Procurement  Responsibility  and 
Authority 

1001.401  Responsibility  of  each  procuring 
activity. 

1001.402  General  authority  of  contracting 
officers. 

1 00 1 .450  Secretary. 

1001.451  Representatives  of  contracting  of¬ 
ficers. 

1001.452  Designation  of  contracting  officers 
and  representatives  of  contracting  offi¬ 
cers. 

1001 .453  Delegations  of  authority. 

1001.454  Authority  to  designate  contracting 
officers  and  representatives  thereof. 

1001.455  General  delegation  of  procurement 
authorities. 


Sec. 

1001.456  Authorities  of  the  sole  “head  of  a 
procuring  activity”. 

1001.457  Authority  to  make  awards  and 
execute  or  approve  contracts. 

1001.458  Manual  approval  of  contracts  for 
services  of  experts  and  consultants. 

1001.459  Manual  approval  of  architect-en¬ 
gineer  contracts. 

1001.460  Priorities  authority — ballistic  mis¬ 
siles  program. 

1001.461  Contracts  for  public  utility  serv¬ 
ices  extending  beyond  current  fiscal  year. 

1001.463  Assignment  of  DO  ratings  and  al¬ 
lotment  of  controlled  materials. 

1001.464  Delegation  to  commander,  air 
training  command. 

1001.465  Release  of  program  data  and  pro¬ 
curement  Information. 

1001.466  Participation  by  airlines  repre- 
.  sentatives  in  flights  of  commercially 

adaptable  USAF  aircraft. 

1001.467  Manual  approval  of  contracts  for 
personal  services  for  air  photographic 
and  charting  service. 

1001.468  Execution  of  contracts  for  sale  of 
spare  parts  to  civil  air  carriers. 

Subpart  E— -Contingent  or  Other  Fees 

1001.506  Representation  and  agreement  re¬ 
quired  from  prospective  contractors. 

1001.506- 1  Interpretation  of  the  representa¬ 
tion. 

1001.507  Use  of  Standard  Form  H9. 

1001.507- 1  Statement  in  lieu  of  form. 

1001-508  Enforcement. 

1001.508- 1  Failure  or  refusal  to  furnish. 
Standard  Form  119. 

1001.550  Responsibility  for  protecting  in¬ 
formation  contained  in  completed 
Standard  Forms  119. 

Subpart  F— Debarred,  Ineligible,  and  Suspended 
Bidders 

1001.601  Establishment  and  maintenance  of 
a  list  of  firms  or  individuals  debarred  or 
ineligible. 

1001.601- 1  General. 

1001.601- 4  Maintenance  and  distribution  of 
list. 

1001.602  Basis  for  addition  of  firms  and  in¬ 
dividuals  on  list. 

1001.603  Treatment  to  be  accorded  firms  or 
individuals  in  debarred  or  ineligible 
status. 

1001.603-1  Total  restrictions. 

1001.651  Supplemental  lists. 

1001.651- 1  General. 

1001.651- 2  AMC  experience  list. 

1001.651- 3  Letter  contract,  price  redeter¬ 
mination  and  contract  change  notifica¬ 
tion  delinquency  list. 

Subpart  T— Ethical  Standards  of  Procurement 
Personnel 

1001.2003  Restrictions  on  present  personnel. 
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1001.2003- 1  Unauthorized  receipt  of  com¬ 
pensation. 

1001.2003- 2  Dealings  on  behalf  of  the  Gov¬ 
ernment  with  individuals  or  firms  as  to 
which  private  Interests  exist. 

1001.2003- 3  Private  activities  In  conflict 
with  Government  Interest. 

1001.2003- 4  Conduct  of  procurement  activ¬ 
ities. 

1001.2004  Restrictions  on  former  personnel. 

1001.2004- 1  Former  civilian  personnel:  re¬ 
serve  and  National  Guard  officers  not  on 
active  duty. 

1001.2004- 2  Air  Force  and  other  retired  reg¬ 
ular  officers. 

1001.2004- 3  Format  of  affidavit. 

1001.2004- 4  Filing  affidavit. 

1001.2004- 5  Scope  of  applicability. 

1001.2005- 1  Reporting  to  the  office  of  special 
investigations.  The  Inspector  General, 
USAF. 

Subpart  U — Industry  Advisory  Committees 

1001.2100  Scope  of  subpart. 

1001.2102  Statement  of  position. 

1001.2103  Limitations. 

1001.2105  Responsibility. 

Authority:  §§  1001.101  to  1001.2105  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — INTRODUCTION 

§  1001.101  Purpose  of  subchapter. 
The  Air  Force  Procurement  Instruction 
is  issued  by  the  Commander,  Air  Ma¬ 
teriel  Command,  by  authority  of  the 
Secretary  of  the  Air  Force,  delegated 
through  the  Deputy  Chief  of  Staff, 
Materiel,  Hq  USAF.  It  implements  the 
Armed  Services  Procurement  Regulation 
Subchapter  A,  Chapter  I,  of  this  title 
and  establishes  for  the  Department  of 
the  Air  Force  uniform  policies,  proce¬ 
dures,  and  instructions  relating  to  the 
procurement  of  supplies  and  services 
under  the  authority  of  the  Armed  Serv¬ 
ices  Procurement  Act  of  1947,  as 
amended  (41  U.  S.  Code  151-161)  (here¬ 
inafter  referred  to  as  “the  Act”),  or 
under  other  statutory  authorization. 

§  1001.102  Applicability  of  subchapter. 
The  Air  Force  Procurement  Instruction 
will  apply  to  all  purchases  and  contracts, 
within  or  outside  of  the  continental 
United  States,  for  the  procurement  of 
supplies  or  services  which  obligate  ap¬ 
propriate  funds  (including  available 
contract  authorizations).  If  a  particu¬ 
lar  part,  subpart,  or  section  has  a  limited 
application,  the  part,  subpart,  or  section 
will  contain  the  specific  application 
thereof.  The  Air  Force  Procurement 
Instruction  will  be  effective  on  and  after 
'  December  1,  1954. 

§  1001.104  Content  of  instruction. 
The  Air  Force  Procurement  Instruction 
will  contain  all  policies,  procedures,  and 
instructions  relating  to  procurement  of 
supplies  and  services  within  the  Air 
Force,  except  those  contained  in  Armed 
Services  Procurement  Regulation  (Chap¬ 
ter  I,  Subchapter  A  of  this  title),  and 
those  contained  in  specifically  exempted 
regulations.  \ 

§  1001.105  Amendments.  The  Air 
Force  Procurement  Instruction  will  be 
amended  from  time  to  time  by  publica¬ 
tion  of  revised  or  additional  pages,  sub¬ 
parts,  or  parts.  Each  revised  or  addi¬ 
tional  page  will  bear,  at  the  top,  the  date 
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of  the  change.  The  Air  Force  Procure¬ 
ment  Instruction  will  also  be  amended 
from  time  to  time  by  Air  Force  Procure¬ 
ment  Circulars  pending  issuance  of  re¬ 
vised  pages. 

§  1001.107  Effective  date.  Compli¬ 
ance  with  an  amendment  to  Air  Force 
Procurement  Instruction  will  be  permis¬ 
sible  with  the  date  of  issuance  thereof 
and  will  be  mandatory  effective  30  days 
thereafter,  except: 

(a)  As  otherwise  prescribed  in  such 
amendment. 

(b)  New  or  revised  Air  Force  Procure¬ 
ment  Instruction  contract  clauses  will  be 
effective  90  days  after  issuance.  Con¬ 
tractual  documents  submitted  to  con¬ 
tractors  for  signature  before  receipt  of 
amendments  need  not  be  rewritten  to 
include  new  or  revised  Air  Force  Pro¬ 
curement  Instruction  clauses. 

§  1001.108  Air  Force  Procurement  Cir¬ 
culars.  Air  Force  Procurement  Circulars 
will  be  issued  from  time  to  time  for  the 
purpose  of  announcing  changes,  addi¬ 
tions,  and  deletions  to  the  Armed  Serv¬ 
ices  Procurement  Regulation  and  Air 
Force  Procurement  Instruction  pending 
publication  of  revised  pages.  Air  Force 
Procurement  Circulars  will  be  num¬ 
bered  consecutively  for  the  calendar 
year,  beginning  with  No.  1. 

§  1001.109  Deviations  from  Armed 
Services  Procurement  Regulation  or  a 
Department  of  Defense  Directive. 

§  1001.109-2  Deviations  affecting  one 
contract  or  transaction.  Deviations 
from  Armed  Services  Procurement  Regu¬ 
lation  or  a  Department  of  Defense  direc¬ 
tive  which  affect  one  contract  only  or 
a  single  transaction  in  connection  with 
one  contract,  will  be  made  only  by  and 
with  the  prior  approval  of:  Director  of 
Procurement  and  Production,  Deputy 
Chief  of  Staff/Materiel,  Hq  USAF, 
Deputy  Director  of  Procurement  and 
Production,  Deputy  Chief  of  Staff/Ma¬ 
teriel,  Hq  USAF,  or  Chief,  Procurement 
Policy  Division,  Directorate  of  Procure¬ 
ment  and  Production,  Deputy  Chief  of 
Staff/Materiel,  Hq  USAF,  after  coordi¬ 
nation  as  to  form  and  legality  by  the 
Office  of  the  General  Counsel,  USAF. 
Requests  for  authority  to  make  such  de¬ 
viations  will  be  sent  through  channels, 
including  the  Commander,  Air  Materiel 
Command,  attn:  Office  of  Procurement 
Committee,  Directorate  of  Procurement 
and  Production.  Written  notice  to  the 
Assistant  Secretary  of  Defense  (Supply 
and  Logistics)  and  the  other  military 
departments  will  be  made  by  the  Direc¬ 
torate  of  Procurement  and  Production, 
Hq  USAF. 

§  1001.109-3  Deviations  affecting  more 
than  one  contract  or  contractor.  Devia¬ 
tions  from  Armed  Services  Procurement 
Regulation  or  a  Department  of  Defense 
directive  which  affect  more  than  one 
contract  or  contractor  will  be  made  by 
the  Director  of  Procurement  and  Pro¬ 
duction,  DCS/M,  Hq  USAF.  Requests 
for  authority  to  make  such  deviations 
will  be  sent  through  channels,  including 
the  Commander,  AMC,  attn:  MCPC. 

§  1001.109-50  Deviations  from  AFPI 
or  AFPC.  (a)  Except  for  deviations  from 
§  1003.604,  deviations  from  the  require¬ 


ments  of  the  Air  Force  Procurement 
Instruction  and  an  Air  Force  ProcimT 
ment  Circular  will  be  made  only  h" 
and  with  the  prior  approval  of  thl 
Office  of  the  Procurement  CommitE! 
(MCPC) ,  Hq  AMC.  Deviations  from  th! 
provisions  of  §  1003.604,  of  Part  KM 
Imprest  Funds,  will  be  made  only  by  and 
with  the  prior  approval  of  the  Director 
of  Procurement  and  Production  Dca/u 
Hq  USAF. 


§  1001.109-51  Deviations,  contract 
clauses — (a)  Policy.  Contracts  will  con- 
sist  solely  of  prescribed  clauses  to  the 
greatest  extent  practicable,  it  is  recog. 
nized,  however,  that  special  situations 
may  arise  which  will  make  deviations 
necessary.  Deviations  from  prescribed 
clauses  will  be  held  to  a  minimum  and 
will  not  be  included  in  contracts  except 
with  approval  as  set  forth  in  §§  1003 109- 
2,  1001.109-3  or  1001.109-50  (a).  ’  ] 

(b)  Definitions.  For  thd  purpose  of 
this  section: 

(1)  The  term  “deviation”  includes: 

(1)  The  use  of  any  prescribed  clause 
not  in  conformance  to  the  rules  of  ap- 
plication  for  such  clause. 

(ii)  The  omission  of  any  prescribed 
clause. 

(iii)  Any  addition  to,  deletion  from,  or 
modification  of  language  in  a  prescribed 
clause. 

(iv)  Any  collateral  provision  which, 
although  not  included  in  a  prescribed 
clause,  has  the  effect  of  altering  the  pre¬ 
scribed  clause  or  changing  the  appli¬ 
cation. 

(v)  Any  contractual  provision  not  in¬ 
cluded  in  the  foregoing  which  has  not 
been  specifically  authorized  for  use  in 
contracts,  except  as  provided  in  sub- 
paragraph  (2)  of  this  paragraph. 

(2)  The  term  “deviation”  does  not  in¬ 
clude: 

(i)  Provisions  which  describe  the  sup¬ 
plies  or  services  being  procured,  or  the 
supplies  or  material  being  furnished  to 
a  contractor. 

(ii)  Provisions  establishing  the  time, 
place,  or  method  of  furnishing  suppbes 
and  services,  or  paying  for  the  same,  un¬ 
less  ^uch  provision  brings  it  within  the 
purview  of  subparagraph  (1)  (iv)  of  this 
paragraph. 

(iii)  In  the  case  of  cost  type  contracts, 
special  allowable  items  of  cost  enumer¬ 
ated  pursuant  to  Subpart  E,  Part  15, 
Chapter  I,  of  this  title,  so  long  as  such 
special  items  are  consistent  with  the 
ASPR  and  its  implementation  in  this 
Instruction. 

(3)  The  term  “prescribed  clause" 
means  any  contract  clause  prescribed  bj 
ASPR  or  AFPI,  as  well  as  any  contract 
clause  prescribed  by  Hq  USAF  or  Hq 
AMC.. 
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SUBPART  B — DEFINITION  OF  TERMS 
AND  ABBREVIATIONS 

§  1001.201  Definitions.  As  used  j 
throughout  ASPR  and  AFPI,  the  follow-  ^ 
ing  terms  will  have  the  meanings  set 
forth  in  this  subpart. 

§1001.201-9  Sources  of  supplies,  (a)  I  I  n 
The  following  definition  applies  to  con-  i 
tracts  for  supplies  which  will  be  manu- 
factured  and  furnished  outside  the  geo-  \  „ 
graphical  limits  of  the  United  States, 
Alaska,  Hawaii,  Puerto  Rico,  the  Virgin  ^ 
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t  lands  or  the  District  of  Columbia. 
^  terms  “sources  of  supplies’*  will 
include: 

(1)  Manufacturers, 

(2)  construction  contractors, 

(3)  Regular  dealers  in  the  supplies  to 
be  procured,  as  defined  in  §  1.201-9  of 
thjs  title. 

(4)  intermediaries,  provided  such 
agrees  are  not  prohibited  by  local 
foreign  law.  An  intermediary  will  be 
deemed  to  be  any  one  of  the  following: 

(i)  A  person  (or  firm)  who  owns,  op¬ 
erates,  or  maintains  a  place  of  business, 
-gularly  engaged  in  performing  certain 
jertfees  which  directly  or  indirectly  in- 
gease  the  value  of  the  materials,  sup¬ 
plies,  articles,  or  equipment  being  pro¬ 
cured  (services  to  consist  of  such  func¬ 
tions  as  the  recovery  from  consignees 
and  redistribution  to  manufacturers  and 
producers  of  containers  and  packing  ma¬ 
terials;  the  receiving,  storing,  repacking, 
ail  reshipping  of  items  being  procured; 
the  collection,  consolidation,  assembling, 
packing,  and  shipping  of  items  being 
procured,  etc.;  and  NOT  the  functions 
oftnere  soliciting  of  business,  taking  of 
orders,  rendering  assistance  to  manufac¬ 
turers  or  producers  by  the  preparation 
of  receiving  payment  documents,  ar¬ 
ranging  for  transportation  facilities, 
etc.)* 

(ii)  A  person  (or  firm)  who  owns,  op¬ 
erates,  or  maintains  a  place  of  business, 
regularly  engaged  in  the  importing  and 
exporting  business,  provided  that  the 
items  being  procured  are  not  to  be  im¬ 
ported  from  within  the  geographical 
limits  of  the  continental  United  States, 
Alaska,  Hawaii,  Puerto  Rico,  and  the 
Virgin  Islands. 

(iii)  Agencies  or  instrumentalities  of 
a  foreign  government. 

S  1001.201—50  United  States  and 
Government.  These  are  synonymous 
terms  which  include  the  Department. 

11001.201- 51  Contractor.  The  term 
"contractor”  means  any  person,  part¬ 
nership,  company,  or  corporation  (or  any 
combination  of  these)  which  is  a  party 
to  a  contract  with  the  United  States. 

5 1001.201- 52  Chief  officer  responsible 
for  procurement.  The  term  “chief  offi¬ 
cer  responsible  for  procurement”  means 
the  Commander,  Air  Materiel  Command 
as  sole  head  of  a  procuring  activity 
within  the  Air  Force. 

1 1001.201- 53  Appropriated  funds. 
The  term  “appropriated  funds”  com¬ 
prises  all  such  funds,  including  funds 
allocated  to,  as  distinguished  from  ap¬ 
propriated  to,  the  Department  (includ¬ 
ing  available  contract  authorizations) ; 
but  does  not  include  organization,  unit, 
or  similar  funds. 

11001.201- 54  Local  purchase.  The 
term  “local  purchase”  means  the  au¬ 
thorized  purchase,  with  appropriated 
funds,  of  materials,  supplies,  and  non¬ 
personnel  services  by  an  AF  installation 
for  its  own  use  or  the  use  of  a  logistically 
wpported  activity. 

11001.201- 55  Central  procurement. 
The  term  “central  procurement”  means 
the  procurement  of  consolidated  Air 
Force  requirements  of  materials,  supplies 
or  services  effected  by  designated  agen- 
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cies,  namely  the  Air  Materiel  Command, 
the  Department  of  the  Army,  Depart¬ 
ment  of  the  Navy,  Armed  Services  Medi¬ 
cal  Procurement  Agency,  and  Armed 
Services  Petroleum  Purchasing  Agency. 

§  1001.201-56  Local  purchase  activity. 
The  term  “local  purchase  activity”  means 
any  AF  installation  that  is  engaged  in 
local  purchase  and  is  located  within  the 
continental  limits  of  the  United  States, 
its  Territories  and  possessions. 

§  1001.201-57  Foreign  procurement 
activity.  The  term  “foreign  procure¬ 
ment  activity”  means  any  AF  installa¬ 
tion  engaged  in  procurement  and  located 
outside  the  continental  limits  of  the 
United  States,  its  Territories  and  posses¬ 
sions.  The  term  includes  air  attaches 
and  AF  foreign  missions.  For  the  pur¬ 
pose  of  this  section  “Territories  and  pos¬ 
sessions”  include  Alaska,  Hawaii,  Puerto 
Rico,  Panama  Canal  Zone,  Virgin  Islands, 
and  Guam. 

§  1001.201-58  AMC  field  procurement 
activities.  The  term  “AMC  field  pro¬ 
curement  activities”  means  the  purchas¬ 
ing  and  contract  administration  activ¬ 
ities  of  the  air  materiel  areas  and  Air 
Force  depots  listed  in  this  section: 

Middletown  AMA. 

MobUe  AMA. 

Oklahoma  City  AMA. 

Ogden  AMA. 

Sacramento  AMA. 

San  Antonio  AMA. 

San  Bernardino  AMA. 

Warner  Robins  AMA. 

Dayton  AF  Depot. 

Gadsden  AF  Depot. 

Memphis  AF  Depot. 

Rome  AF  Depot. 

Shelby  AF  Depot. 

Topeka  AF  Depot. 

§  1001.201-59  Air  procurement  dis¬ 
trict.  An  “air  procurement  district”  is  a 
component  of  the  air  materiel  area  to 
which  assigned,  and  is  responsible  for 
administering  contracts  and  related 
functions  in  a  specific  geographical  area 
excluding  facilities  administered  by  an 
AF  plant  representative. 

§  1001.201-60  AF  plant  representative 
office.  An  “Air  Force  plant  representa¬ 
tive  office”  is  a  component  of  the  air  ma¬ 
teriel  area  to  which  assigned,  and  is  re¬ 
sponsible  for  administering  contracts 
and  related  functions  in  a  designated 
industrial  plant  where  establishment  of 
the  office  is  justified  by  the  size  of  the 
contractor  or  the  importance  of  the 
work  being  performed. 

§  1001.201-61  AF  plant  representative. 
An  “AF  plant  representative”  is  the  in¬ 
dividual  in  charge  of  an  AF  plant  repre¬ 
sentative  office. 

§  1001.201-62  Air  procurement  office. 
An  “air  procurement  office”  is  a  com¬ 
ponent  of  the  parent  air  procurement 
district  and  is  responsible  for  APD  ac¬ 
tivities  (quality  control,  production,  in¬ 
dustrial  property,  etc.)  in  a  designated 
geographical  area  or  in  a  number  of 
plants  as  assigned. 

§  1001.201-63  Plant  office.  A  “plant 
office”  is  a  component  of  the  parent  air 
procurement  district  and  is  responsible 
for  APD  activities  (quality  control,  pro¬ 
duction,  industrial  property,  etc.)  in  a 


designated  plant.  The  Individual  in 
charge  of  a  plant  office  will  be  entitled 
“Officer-in-Charge”;  except  in  a  plant 
office  where  only  quality  control  inspec¬ 
tors  are  assigned,  in  which  case  the  in¬ 
dividual  in  charge  will  be  entitled  “AF 
Quality  Control  Representative.” 

§  1001.201-64  Purchasing  offices — (a) 
Purchasing  office.  A  purchasing  office  is 
any  AF  installation  or  activity,  or  a  di¬ 
vision  office,  branch,  section,  or  unit  of 
an  AF  installation  or  activity,  charged 
with  a  purchasing  or  procurement  func¬ 
tion,  including  base  purchasing  and  con¬ 
tracting  offices. 

(b)  Principal  purchasing  office.  The 
following  are  designated  as  principal 
purchasing  offices  of  the  Air  Force: 

(1)  Buying  divisions  of  the  Directo¬ 
rate  of  Procurement  and  Production, 
Hq  AMC,  Wright-Patterson  AFB,  Ohio. 

(2)  All  AMC  field  procurement  activi¬ 
ties  listed  in  §  1001.201-58. 

§  1001.201-65  Form  of  contract.  The 
term  “form  of  contract”  has  reference 
to  a  physical  object  which  is  one  or  more 
sheets  of  paper,  preprinted,  with  blanks 
designed  to  be  filled  in  by  typewriting  or 
other  method;  examples:  DD  Form  351, 
DD  Form  702,  and  DD  Form  738. 

§  1001.201-66  Type  of  contract.  The 
term  “type  of  contract”  has  reference  to 
the  method  provided  in  the  contract  for 
recompensing  the  contractor  for  supplies 
or  services  to  be  furnished  by  him;  ex¬ 
amples:  fixed-price  type,  cost-plus- 
fixed-fee  type. 

§  1001.201-67  Kind  of  contract.  The 
term  “kind  of  contract”  has  reference  to 
the  nature  of  the  commodity  or  service 
being  procured;  examples:  construction 
contract  and  supplies  contracts. 

§  1001.201-68  Supplemental  agree¬ 
ment.  “Supplemental  agreement” 
means  a  written  modification  in  the 
terms  of  a  contract  which  is  found  to  be 
desirable  or  necessary  during  the  life  of 
the  contract,  and  which  the  contracting 
officer  is  not  authorized  to  make  under 
the  terms  of  the  contract  without  the 
concurrence  of  the  contractor. 

§  1001.201-69  Change  order.  “Change 
order”  means  a  written  order,  signed  by 
the  contracting  officer,  making  changes 
in  the  contract  which  the  contracting 
officer  is  authorized  to  make  under  the 
provisions  of  the  contract  without  the 
concurrence  of  the  contractor. 

§  1001.201-70  Contract  change  notifi¬ 
cation.  A  contract  change  notification 
(CCN)  is  a  written  order  signed  by  the 
contracting  officer  directing  the  making 
of  changes  of  the  kind  authorized  by  the 
provisions  of  the  contract  in  the  supplies 
or  services  called  for  thereunder,  but 
containing  no  adjustment  of  price  or 
estimated  cost.  Following  such  a  writ¬ 
ten  order,  the  necessary  revisions  in 
other  provisions  of  the  contract  which 
are  brought  about  by  such  order  will  be 
made  by  a  supplemental  agreement. 

§  1001.202  Abbreviations. 

ACD — Administrative  commitment  docu¬ 
ment. 

ACO — Administrative  contracting  officer. 

ACOP — Aircraft  out  of  commission  for 
parts. 
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MCPPPC — Coordinated  Procurement 

Assignment  Section,  Purchase  Policy  Bran  k 
MCPPPL — Base  Procurement  Section  * 
chase  Policy  Branch.  ’ 

MCPPPS — Purchase  Surveillance  Seotu. 
Purchase  Policy  Branch.  10n' 

MCPRM— Production  Management  Branrh 
Deputy  Director/Production.  cn’ 

MCPS — Support  Division,  Directorate  nr 
Procurement  and  Production. 

MCPSC — Contract  Reporting  and  Bailment 
Branch,  Support  Division. 

MSPSCB — Bailment  Section,  Contract  fie. 
porting  and  Bailment  Branch. 

MSPSCP — Procurement  Reports  Section 
Contract  Reporting  and  Bailment  Branca 
MCPSD — Contract  Distribution  and  FUm 
Branch  Support  Division. 

MCPSDP— Contract  Piles  Section  Contract 
Distribution  and  Piles  Branch. 

MCPSE — Equipment  Distribution  Branch 
Support  Division. 

MCPSES — Shipping  Instructions  Section. 
Equipment  Distribution  Branch. 

MCPZ — Programs  and  Analysis  Offlce,  Di. 
rectorate  of  Procurement  and  Production 
MCPZB — Budget  Branch,  Programs  and 
Analysis  Office,  Directorate  of  Procurement 
and  Production. 

MCPZBB — Budget  Preparation  Section, 
Budget  Branch,  Programs  and  Analysis  Office 
MCPZBF — Funds  Control  Section,  Budget 
Branch,  Programs  and  Analysis  Offlce. 

MCPZBG — Government  Furnished  Aircraft 
Equipment  Budget  Data  Section,  Budget 
Branch  Programs  and  Analysis  Offlce. 

MCPZF — Financial  Branch,  Programs  and 
Analysis  Office. 

MCPZO — Analysis  Branch,  Programs  and 
Analysis  Office. 

MCPZR — Programs  Branch,  Programs  and 
Analysis  Office. 

MCQ — Quality  Control,  Headquarters  Air 
Materiel  Command. 

MCR — Master  change  record. 

MCS — Directorate  of  Supply  and  Services, 
Headquarters  Air  Materiel  Command. 

MCSDD — Aircraft  Distribution  Branch, 
Materiel  Control  Division. 

MCSIFD — Engineering  Data  Section,  Inter¬ 
changeability  and  Standardization  Branch. 

MCSQF — Food  Services  Branch,  Services 
Division,  Director  of  Supply  and  Services. 

MCSQG — Memorial  Affairs  Branch,  Serv¬ 
ices  Division,  Directorate  of  Supply  and 
Services. 

MCSR — Programs  ancl  Requirements  Divi¬ 
sion,  Directorate  of  Supply  and  Services. 

MCSRC — Provisioning  Coordinating  Offlce, 
Program  and  Requirements  Division. 

MCSRE  —  Equipment  and  Automotive 
Branch,  Program  and  Requirements  Divi¬ 
sion. 

MCST  —  Transportation  and  Packaging 
Division.  Directorate  of  Supply  and  Service! 

MCSTE — Packaging  and  Materials  Handling 
Branch,  Transportation  and  Packaging  Divi¬ 
sion. 

MIPR — Military  Interdepartmental  Pro¬ 
curement  Request. 

1  MDAP — Mutual  Defense  Assistance  Pro¬ 
gram. 

MTU — Mobile  Training  Units. 

OC — Open  contract. 

ODM — Offlce  Defense  Mobilization. 

OPU — Priorities  of  programmed  units. 
OSP — Offshore  procurement. 

PO — Purchase  order. 

PR — Purchase  request. 

RAAF — Royal  Australian  Air  Force. 

RC — Requirements  contract. 

RCAF — Royal  Canadian  Air  Force. 

RCS — Reports  control  symbol. 

R&D — Research  and  Development. 

RDO — Research  and  Development  Order. 
REF — Removal  of  Excess  Funds. 

RFP — Request  for  Proposal. 

SBA — Small  Business  Administration. 
SFP — Straight  fixed  price. 

SPCR — A  proposed  priced  spare  p*rt» 
change  request. 
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TC0— Terminating  Contract  Officer. 

Li__Time  and  materials. 

flOO— Unad justed  contract  change^ 

jigy? _ united  States  Air  Force. 

nSAFE— ^ United  States  Air  Force  in  Europe. 
ILpC^-Wright  Air  Development  Center. 
HClH— Equipment  Laboratory,  Directorate 

'  Laboratories. 

WCX— Directorate  of  Engineering  Stand- 
irds  Wriglit  Air  Development  Center. 

X  vycXES — Status  and  Nomenclature  Sec- 

tion  Equipment  Central  Branch. 

1  ^iy—War  Department. 

21— Zone  of  Interior. 

SUBPART  C — BASIC  POLICIES 

5  1001.305  Specifications,  (a)  To  per¬ 
mit  full  and  free  competition  required 
bylaw,  the  requirements  of  the  Air  Force 
must  be  set  forth  in  the  invitation  for 
I  lads  or  requests  for  proposals  in  such  a 
manner  that  competition  is  not  re¬ 
acted.  Every  item  on  an  invitation  for 
bids  or  request  for  proposals  will  be  de¬ 
scribed  by  reference  to  the  applicable 
!  specifications,  or  in  lieu  thereof,  will 
contain  a  composite  description  con- 
1  taining  all  the  essential  requirements  to 
be  met  by  the  item. 

(b)  The  following  types  of  specifica¬ 
tions  or  composite  description  are  au¬ 
thorized  for  procurement  in  the  order 
of  preference  listed : 

^  (1)  Federal  specifications. 

(2)  Coordinated  military  (MIL  or 
JAN)  specifications. 

(3)  Air  Force-Navy  Aeronautical  spec- 
,  ffications. 

(4)  Uncoordinated  military  (Mil) 
specifications. 

(5)  United  States  Air  Force,  Army,  or 
Navy  specifications. 

(6)  Tentative  specifications. 

(7)  Other  Government  departmental 
specifications. 

(8)  A  composite  description. 

(c)  Under  the  provisions  of  section 
206  (b)  of  the  Federal  Property  and  Ad¬ 
ministration  Act  of  1949,  as  amended  (63 
Stat,  390;  40  U.  S.  C.  487)  as  implemented 
by  44  C.  F.  R.  53.11-53.13,  all  executive 
agencies  are  required  to  use  applicable 
Federal  specifications  promulgated  by 
the  Director,  Bureau  of  Federal  Supply. 
These  Federal  specifications  are  listed 
in  a  Federal  Specifications  Index  which 
is  available  at  the  Government  Printing 
Office,  Washington,  D.  C.  Contracting 
officers  will  enforce  the  requirement  that 
appropriate  Federal  specifications  be 
nsed  by  returning  purchase  requests  to 
the  initiators  when  the  item  to  be  pro¬ 
cured  is  the  subject  of  a  Federal  specifi¬ 
cation  and  that  specification  is  not  set 
forth  in  the  purchase  request.  If  the 
initiator  of  the  purchase  request  omits 
the  Federal  specification  because  it  is 
considered  inappropriate  to  meet  the 
needs  of  the  Air  Force,  the  reasons  upon 
which  that  conclusion  is  based  must  be 
furnished  to  the  contracting  officer  prior 
to  procurement  action. 

(d)  Purchases  will  be  made  by  refer¬ 
encing  the  applicable  type  of  specifica¬ 
tion  or  composite  description  prescribed 
by  paragraph  (b)  of  this  section,  except 
for  those  purchases  required  for: 

(1)  Research  and  development  proj¬ 
ects,  including  experimental,  engineer¬ 
ing,  service,  and  field  tests,  provided 
tte  technical  and  quantity  requirements 
of  the  items  are  approved  for  these  pur- 
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poses  by  appropriate  technical  commit¬ 
tee  action. 

(2)  The  current  military  program, 
provided  the  specifications  used  are 
actually  in  process  of  conversion  to  a 
Federal  or  coordinated  military  specifi¬ 
cation. 

(3)  Spare  parts,  components,  or  ma¬ 
terials  required  for  existing  stocks  of 
material  or  for  maintenance  and  opera¬ 
tion  of  established  installations,  pro¬ 
vided  the  item  description  used  includes 
the  contractor’s  part  number  or  draw¬ 
ing  number  and  refers  to  the  model 
designation  and  manufacturer’s  name 
and  address  of  the  equipment  with 
which  the  item  is  to  be  used.  The  above 
items  will  be  considered  for  formal  ad¬ 
vertising  under  the  conditions  described 
herein  only  when  the  items  to  be  pro¬ 
cured  are  predominantly  commercial 
type  items. 

(e)  Repeated  use  of  a  composite  de¬ 
scription  for  large  dollar  volume  pur¬ 
chases  of  any  item  other  than  one  of 
minor  significance  indicates  a  need  for 
a  specification.  In  these  instances, 
necessary  action  will  be  taken  to  provide 
for  issuance  of  adequate  military  or  Fed¬ 
eral  specification  as  appropriate. 

(f)  Where  a  proper  determination 
has  been  made  that  one,  and  only  one, 
supplier  can  furnish  the  required  items 
or  item,  procurement  should  be  accom¬ 
plished  by  negotiation  according  to  the 
applicable  portion  of  Part  3,  Chapter  I, 
of  this  title  and  Part  1003  of  this  chapter. 

(g.)  Many  adopted  specifications  cover 
several  grades  or  types,  and  provide  for 
several  options  in  methods  of  inspection, 
etc.  When  such  specifications  are  used, 
4he  invitation  for  bids  or  requests  for 
proposals  will  state  specifically  the 
grade,  type,  or  method  of  inspection, 
etc.,  on  which  bids  are  to  be  based. 

(h)  Contracting  officers  accomplishing 
offshore  procurement  are  authorized  to 
use,  where  necessary,  such  specifications, 
standards,  and  purchase  descriptions  of 
foreign  governments  and  foreign  trade 
associations,  which  will  be  readily  under¬ 
stood  by  foreign  vendors,  provided  ade¬ 
quate  measures  are  taken  to  insure 
satisfactory  and  acceptable  products,  in¬ 
cluding  standard  and  interchangeable 
items,  where  required. 

§  1001.306-50  Ocean  rates  and  port 
handling  charges  for  use  in  evaluating 
bids  or  proposals.  Contracting  officers 
will  request  the  appropriate  transporta¬ 
tion  officer  to  furnish  any  ocean  trans¬ 
portation  rates  and  port  handling 
charges  required  for  use  in  evaluating 
bids  or  proposals.  These  rates  and 
charges  will  be  considered  in  making  the 
awards. 

§  1001.307  Responsible  prospective 
contractor.  See  §§  1002.403  (a)  (2) 

(iii) . 

§  1001.307-50  Policy  regarding  the 
consideration  of  loyalty  of  scientific  re¬ 
searchers  on  unclassified  research  con¬ 
tracts.  (a)  The  problems  of  security  and 
possible  unauthorized  release  of  classi¬ 
fied  information  do  not  arise  under  un¬ 
classified  scientific  research  contracts. 
The  major  consideration  regarding  the 
individuals  involved  should  be  their  sci¬ 
entific  integrity  and  ability.  The  only 


consideration  relating  to  the  loyalty  of 
individual  scientists  engaged  in  work 
under  Government  contracts  is  the 
principle  that  it  would  appear  to  be 
against  the  national  interest  to  give  aid 
and  comfort  to  a  person  disloyal  to  the 
United  States.  In  conformance  with  this 
principle,  the  following  policy  has  been 
adopted: 

(1)  In  considering  proposals  for  con¬ 
tracts  in  support  of  unclassified  research 
not  involving  security  considerations, 
the  policy  is  to  assure  that,  in  apprais¬ 
ing  the  merit  of  a  proposal  submitted 
by  or  on  behalf  of  a  scientist,  his  ex¬ 
perience,  competence  and  integrity  are 
always  taken  carefully  into  account. 
Purchasing  activities  will  not  knowingly 
award  or  continue  a  contract  in  support 
of  research  for  one  who  is: 

(i)  An  acknowledged  Communist  or 
anyone  established  as  being  a  Commu¬ 
nist  by  a  judicial  proceeding,  or  anyone 
who  advocates  change  in  the  United 
States  Government  by  other  than  con¬ 
stitutional  means. 

(ii)  An  individual  who  has  been  con¬ 
victed  of  sabotage,  espionage,  sedition, 
subversive  activity  under  the  Smith  Act, 
or  a  similar  crime  involving  the  Nation’s 
security. 

(b)  Whenever  any  purchasing  activity 

has  reason  to  believe  that  the  policies 
described  in  paragraph  (a)  (1)  of  this 
section  applies  to  a  scientific  researcher 
whose  services  will  be  utilized  in  a  pro¬ 
posed  contract,  or  whose  services  are 
being  used  in  an  existing  contract,  all 
pertinent  information  will  be  forwarded 
through  the  Commander,  AMC,  attn: 
MCPI,  to  the  Deputy  Chief  of  Staff,  Ma¬ 
teriel,  Hq  USAF,  attn:  AFMPP,  for  reso¬ 
lution.  _  _ 

(c)  Where  a  purchasing  activity  re¬ 
ceives  .information  indicating  that  a  po¬ 
tential  or  an  actual  scientific  researcher 
may  have  violated  a  Federal  statute,  an 
immediate  report  will  be  made  in  the 
manner  prescribed  for  reporting  the 
commission  of  suspected  crimes. 

§  1001.350  Forward  purchasing  policy. 
The  primary  objective  of  the  forward 
purchasing  policy  is  to  attain  and  main¬ 
tain  on  a  continuing  basis  an^Air  Force 
in  a  maximum  state  of  readiness  to  per¬ 
form  its  combat  mission  within  approved 
force  structures,  with -a  minimum  cost 
impact  on  the  United  States  economy. 
The  control  of  expenditures  through  em¬ 
ployment  of  efficient  inventory  control 
procedures  and  purchasing  methods, 
are  indispensable  prerequisites  to  the 
achievement  of  this  objective.  The  Air 
Force  must  demonstrate  continually  in¬ 
creased  efficiency  in  its  current  opera¬ 
tions  in  addition  to  developing  sound 
programs  directed  towards  greater  effi¬ 
ciencies  in  the  future.  Consistent  with 
this  objective,  the  following  require¬ 
ments  are  established: 

(a)  Procurements  will  not  be  placed 
earlier  than  necessary  to  meet  require¬ 
ments  and/or  maintain  continuity  of 
production. 

(b)  All  procurement  will  be  accord¬ 
ing  to  the  latest  production  reserve  pol¬ 
icy.  This  applies  to  both  prime  con¬ 
tractor  and  subcontractor  complexes  of 
aircraft  and  to  all  manufacturers  of  re¬ 
lated  equipment. 
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(c)  No  new  contract  is  to  be  placed  source  and  in  entering  into  licensor-  ices  assigned  to  the  procurement  cot 

until  the  price,  delivery,  and  quality  ele-  licensee  agreements.  When  establish-  nizance  of  the  Department  of  the  ai 

ments  of  the  purchase  have  been  care-  ing  a  supplementary  source,  considera-  Force,  except  for  the  supplies  and  serv 
fully  reviewed  and  analyzed.  tion  will  be  given  to  the  cost  of  the  pro-  ices  assigned  to  the  procurement  cot* 

(d)  Where  contractors  have  delayed  duction  facilities  that  the  Government  nizance  of  a  jointly-staffed  and  financed 

without  justifiable  cause  or  failed  to  ne-  may  have  to  provide  such  supplementary  procuring  activity  established  under  the 
gotiate  in  good  faith  prompt  contract  source.  provisions  of  Part  4,  Chapter  I,  of  this 

formalization,  price  redetermination,  and  <b)  Proration  of  procurement  be-  title.  This  responsibility  includes  the 
target  reset  or  final  price  revision  under  tween  primary  and  supplementary  authority  to  issue  appropriate  delega 
incentive  contracts,  and  it  is  determined,  sources.  In  determining  the  extent  to  tions  of  authority,  to  impose  limitations 
after  suitable  review,  that  such  delin-  which  procurement  will  be  prorated  be-  upon  the  authority  delegated,  and  to  n 
quencies  exist,  no  new  contracts  are  to  be  tween  the  primary  source  and  the  sup-  quire  such  business  clearance  and  ani 
placed  with  the  contractors  involved  plementary  source  or  sources,  it  will  be  proval  as  he  may  prescribe  in  procuring 
until  the  delinquencies  have  been  cor-  AF  policy  to  give  prior  consideration  to  activity  instructions  (Air  Force  Procure, 

rected.  the  primary  source,  subject  always  to  the  ment  Instruction).  This  responsibility 

(e)  Careful  consideration  is  to  be  Government  being  assured  of  deliveries  and  authority  extends  over  all  activities 
given  to  tightening  the  terms  and  condi-  of  the  needed  equipment  within  the  time  of  the  Air  Force,  including  oversea  com- 
tions  of  new  contracts  and  to  insure  that  required  and  at  a  reasonable  price.  In  mands,  air  attaches,  and  AF  foreign 
obligations  undertaken  by  contractors  determining  the  amount  of  procurement  missions. 

are  clearly  stated  and  enforced.  Increas-  to  be  placed  with  the  supplementary  (b)  Except  as  specifically  limited  or 
ing  emphasis  is  to  be  placed  on  fixed-  source  or  sources,  consideration  will  be  prohibited  herein,  by  Subchapter  A, 
price  contracts,  and  wider  use  of  in-  given  to  amortizing  the  cost  of  any  fa-  Chapter  I,  of  this  title,  or  by  law,  the 
centive  type  contracts  where  it  can  be  cilities  the  Government  may  have  pro-  authorities  vested  in  the  heads  of  pro. 
anticipated  that  lower  over-all  cost  will  vided  or  will  provide  the  supplementary  curing  activities  by  Subchapter  A,  Chap, 
result.  source,  as  well  as  maintaining  an  ex-  ter  I,  of  this  title,  or  in  the  Commander 

(f)  Reasonable  administrative  con-  pansible  base  in  event  of  mobilization,  AMC,  by  this  subchapter  may  be  dele« 
trols  or  other  assurances  will  be  used  to  but  there  also  will  be  taken  into  account  gated  and  redelegated. 

insure  that  AF  contractors  maintain  the  investment  in  production  facilities  8  inni  dn9  rpnemi  «« 
minimum  inventories  required  for  pro-  made  by  the  primary  source.  Due  recog-  tractina  officers  (a)  ArraHif/LT 
duction  consistent  with  sound  business  nition  will  be  given  to  the  available  ca-  nroviSjons  nf  qnh^hnnfpr  a  m 

practices.  pacity  ot  the  primary  source,  and  in  ^01^^ 

•  sphpdulinff  nroduction  Drosfr3.itis  it  will  cl  t  s  suDCn^ptBr,  &ny  con* 

§  1001.351  Policy  on  establishment  of  pofic?  to maint  a?n Tich  pioduc-  tracUng  officer  is  hereby  authorized  to 

secondary  sources  of  aircraft  production.  ..  .r,  thy  nrimarv  smirrP  as  is  Pon-  enter  mto  contracts  on  approved  forms 

As  an  integral  part  of  the  policy  of  ^  t  with  tbe  foregoing  It  will  be  for  suPPUes  and  services  on  behalf  of  the 

broadening  the  industrial  base  during  a  the  prerogative  of  the  Air  Force  to  deter-  jSnJSr  *£ 

period  of  national  emergency,  it  is  nec-  ,  ;  the  Droration  of  business  between  Umted  States  of  America,  whether  by 

essary  for  the  Air  Force  to  create  sup-  th  imaJ?  and  supplementary  sources  formal  advertising  or  by  negotiation, 

plementary  sources  for  the  production  of  (  *?  Reimbursement  of  vrimav  source  Unless  otherwise  specifically  provided, 
aircraft  and  related  equipment  normally  f  technical  assistance.  For  technical  J*®”* 

obtained  from  the  original  designer-  'assistance  the  primary  contract6r  will  ^  Chapter  I  of  this 

manufacturer  and  to  provide  the  supple-  ^  reimbursed  bv  the  Government  on  a’  tltle  and  thls  subchapter,  or  m  any  con. 
mentary  sources  with  engineering  help  Ill  f^lv7eflect  the  con-  tract,  supplemental  agreement,  or  change 

and  technical  assistance  from  such  origi-  racket” cost olus  a  fair  order>  are  construed  to  include  any  con- 

nal  sources.  The  Air  Force  recognizes  ;ra<ltors  out  01-P°CKet  cost  Plus  a  Iair  tracting  officer,  acting  within  the  scope 

the  contributions  made  by  the  primary  p  •  compensation  of  primary  source  of  the  written  orders  designating  hin 

suppliers  of  aircraft  and  related  equip-  ;  hel  J  establish  supplementary  a  contracting  officer,  his  duly  desig- 

ment  to  the  advanced  state  of  the  art  and  '  r__.  pctahiishment  nf  a  snnnle-  nated  successor,  or  authorized  repre- 

the  importance  of  maintaining  the  in-  mentary  source  genera^y  involves  some  sentative.  Purchases  will  be  made  only 
dustry  in  strong  financial  condition.  To  by  individuals  ^  designated  as  con. 

that  end,  it  is  essential  that  the  aircraft  5™r-manufacturer  other  than  patent  tracting  officers,  except  petty  cash  pur. 
industry  be  adequately  compensated  for  g  '  ..  h  t  considered  asking  chases,  which  will  be  made  according  fc 

s  SFSJEHmS  iiksssmsi 

& jysas  sr-aasr* 

tributions  and  responsibilities  of  industry  py  f  ‘  .  Y pty  vmirni  <b)  The  contracting  officer  has  onl; 

and  Government  toward  the  mainte-  "*“?*  “ ‘  ‘-S'™’ such  powers  as  are  given  him  by  del, 

nance  of  an  aviation  industry  in  this  t  n  ,  P  thp^vimnlp  gations  of  authority  and  the  instrumen 

country  of  sufficient  strength  to  provide  by  which  he  designated.  Acts  « 

securdv  P°Wer  *"  nat'0na‘  "  rSed°cosU  and  effort  S  furniSg  deeding  those  powers  do  not  bind  tb 

(a)  Determination  of  need  for  sup-  engm'eerin^aMtetance3"  ndaknow-how  <c)  There  have  been  cases  where  pet 
plementary  sources.  It  will  be  the  pre-  su{Llied  bv  the  nrimarv  contractor  will  sonnel  other  than  contracting  officer 
rogative  of  the  Air  Force  to  determine  ppl“ ^nsfderTtion  in  the  have  issued  oral  orders  t0  contractoI 
whether  one  or  more  supplementary  Negotiation  of  profit  allowances  for  sup-  which  resulted  in  the  contractor  pa 
sources  are  needed,  and  to  make  the  „|s  procured  by  the  Government  from  forI?inB  work  not  in  accord  with  the 
final  selection  of  secondary  suppliers.  fh  pimarv  contractors  as  well  as  in  the  contractual  obligations  and  often  i 
Nevertheless,  it  will  be  AF  policy  to  con-  otiatio/of  profit  allowances  for  the  added  exPense  to  the  contractors.  Con 
suit  with  the  primary  source  prior  to  the  ^NhNs  oNcNured  by  the  GoverNNient  manders  will  emphasise  to  persona 
selection  and  establishment  of  each  sup-  f  pp  th  P  SUDnienientarv  sources  with  under  their  Jurisdiction  that  only  coi 
plementary  source  to  obtain  the  benefit  tracting  officers  are  authorized  10  c0“ 

of  the  experienced  advice  and  judgment  {NNSedbv  the  SrimNry  rontoSto  mit  the  Air  Porce  ln  dealing  ml 
of  the  primary  source  and  also  with  a  furmshed  by  the  pnmaiy  contiactoi.  contractors. 

view  toward  obtaining  a  competent  sup-  subpart  d — procurement  responsibility  (d)  Contracting  officers  must  comp 
plementary  supplier,  who  will  operate  in  and  authority  with  all  requirements  of  applicable  la\ 

harmony  with  the  primary  source.  It  is  5  1001.401  Responsibility  of  each  pro -  and  regulations  in  exercising  their  coi 
expected  that,  after  the  establishment  of  curing  activity,  (a)  The  Commander,  tractual  authority, 
each  supplementary  source,  the  primary  Air  Materiel  Command,  as  sole  “head  of  <e)  Headquarters,  depot,  or  base  coi 
source  will  cooperate  in  furnishing  tech-  a  procuring  activity,”  is  responsible  for  tracting  officers  will  accomplish  procur 
nical  assistance  to  the  supplementary  the  procurement  of  supplies  and  serv-  ments  by  formal  advertising  or  negoti 
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a*  procedures,  strictly  according  to 
onhlic  Law  413  (80th  Congress)  (62  Stat. 
JV41  U.  S.  C.  151-161),  Chapter  I,  of 
ads  title,  this  chapter,  and  other  direc¬ 
ts  issued  by  proper  authority. 

U001.450  Secretary.  The  Secretary 
Jablishes  policies  for,  and  directs  and 
supervises,  the  Department’s  activities 
irith  respect  to  procurement  and  related 
natters.  The  General  Counsel,  as  his 
umJ  advisor,  is  the  final  authority  on  all 
JLi  questions  relating  thereto.  By 
delegation  of  authority  from  the  Secre¬ 
cy  policies  established  by  him  are  im¬ 
plemented  and  other  appropriate 
Ltructions  are  issued  to  lower  echelons 
by  the  Chief  of  Staff,  USAP,  through  the 
Deputy  Chief  of  Staff,  Materiel. 

§1001.451  Representatives  of  con¬ 
tracting  officers,  (a)  The  designating 
authority  may  designate  any  officer  (in¬ 
cluding  warrant  officer)  or  civilian 
official,  or  any  airman,  to  act  as  repre¬ 
sentative  of  the  contracting  officer  or  his 
duly  designated  successor. 

(b)  A  designation  so  authorized  will 
be  made  by  written  instructions  referring 
to  particular  contractual  instruments  or 
classes  of  instruments,  and  may,  to  the 
extent  not  specifically  prohibited  by  the 
terms  of  the  contractual  instrument  in¬ 
volved,  empower  the  representative  to 
take  any  or  all  action  thereunder  which 
could  lawfully  be  taken  by  the  contract¬ 
ing  officer.  A  representative  by  virtue 
only  of  his  designation  as  such  will  not 
be  empowered  to  execute  any  contract 
or  supplemental  agreement  on  behalf  of 
the  United  States. 

(c)  This  section  will  not  be  inter¬ 
preted  as  prohibiting  the  designation  in 
a  contract  of  a  Government  agency  or 
position  (by  title  but  not  an  individual 
byname)  to  perform  specified  functions 
under  the  contract.  Persons  acting  pur¬ 
suant  to  such  contractual  provisions  are 
not  considered  representatives  of  the 
contracting  officer  within  the  meaning 
thereof. 

51001.452  Designation  of  contracting 
officers  and  representatives  of  contract- 
mi  officers.  To  maintain  a  high  degree 
of  efficiency  and  effect  the  most  economi¬ 
cal  management  and  organization  of 
local  purchase  activities,  AF  policy  is  to 
centralize  the  functions  of  purchasing 
and  contracting  in  a  consolidated  activ¬ 
ity  at  all  AF  installations  authorized  to 
make  local  purchases  from  appropriated 
funds. 

5 1001.453  Delegations  of  authority. 
(a)  The  exercise  of  the  delegated  au¬ 
thorities  will  be  subject  to  the  applicable 
provisions  of  Chapter  I,  of  this  title,  this 
chapter,  and  other  directives  issued  by 
proper  authority,  except  that  emergency 
procurements  in  combat  areas  will  be  ac¬ 
complished  in  the  manner  prescribed  by 
the  commander  of  the  combat  theatre. 
The  provisions  of  Chapter  I,  of  this  title 
and  this  chapter  apply  to  procurement 
in  oversea  areas  for  Government  and  Re- 
^  in  Occupied  Areas  (GARIOA) 
chargeable  to  annual  appropriations  for 
such  purposes. 

(b)  All  redelegations  of  authority  as 
veil  as  withdrawals  or  rescissions  thereof 
,  *ill  be  made  in  writing  over  the  personal 


signature  and  title  of  the  person  vested 
with  the  authority.  Delegations  and  re¬ 
delegations  will  be  made  to  official  posi¬ 
tions  and  not  to  individuals  by  name,  ex¬ 
cept  in  the  case  of  designations  of  con¬ 
tracting  officers  and  representatives  of 
contracting  officers. 

(c)  Delegations  of  authority  do  not  af¬ 
fect  the  authority  of  the  delegator  to  ex¬ 
ercise  any  of  the  authority  delegated  or 
to  issue  instructions  concerning  the  ex¬ 
ercise  of  such  authority. 

(d)  Authorities  delegated  by  the  Di¬ 
rector  of  Procurement  and  Production, 
Hq  AMC,  may  not  be  redelegated  except 
as  expressly  provided  in  individual 
authorizations. 

(e)  Delegations  of  authority  to  air 
attaches  may  be  exercised  only  by  air 
attaches  on  duty  in  foreign  countries. 
Delegations  of  authority  to  chiefs  of  AF 
foreign  missions  or  chiefs  of  AF  sections 
of  joint  military  missions  may  be  exer¬ 
cised  only  when  the  missions  are  not 
operating  under  the  jurisdiction  of  an 
oversea  command. 

(f)  Procurement  authorities  vested  in 
commanders,  major  air  commands  are 
likewise  vested  in  the  Commander,  Mili¬ 
tary  Air  Transport  Service.  Procure¬ 
ment  authorities  vested  in  commanders, 
oversea  commands  are  likewise  vested  in 
the  Commander,  Military  Air  Transport 
Service,  with  respect  to  areas  outside  the 
continental  United  States  and  not 
within  the  jurisdiction  of  a  major  air 
command. 

(g)  The  term  “oversea  commands” 
includes  major  air  commands  located  in 
Territories  and  possessions  of  the  United 
States  as  well  as  those  in  foreign  coun¬ 
tries. 

(h)  In  the  absence  of  a  person  oc¬ 
cupying  a  position  to  wrhich  authority 
has  been  delegated,  the  authority  may 
be  exercised  by  the  person  who  is  oc¬ 
cupying  the  position  in  an  “acting” 
capacity.  “Absence”  refers  to  absence 
from  the  installation  on  leave  or  tempo¬ 
rary  duty  travel.  In  cases  of  extreme 
emergency,  “absence”  may  be  construed 
to  mean  absence  from  the  office  regard¬ 
less  of  whereabouts,  except  approval  of 
contracts  or  redelegations  of  authority 
which  must  be  accomplished  by  the  per¬ 
son  occupying  the  position  to  which  au¬ 
thority  has  been  delegated. 

(i)  Approval  of  awards  and  manual 
approval  of  contracts  authorized  by  dele¬ 
gations  of  authority  will  be  made  in  per¬ 
son  by  the  individual  occupying  the  posi¬ 
tion  to  which  the  authority  has  been 
delegated.  Execution  of  such  approval 
by  one  individual  for,  or  over  the  signa¬ 
ture  of,  another  is  unauthorized.  Per¬ 
sons  serving  in  an  acting  capacity  will 
execute  authority,  as  delegated,  over 
their  own  name  as  acting  chief,  deputy 
chief,  etc.  Awards  and  contractual  in¬ 
struments  in  excess  of  the  contracting 
officer’s  authority  which  require  approval 
by  higher  authority  will  be  reviewed  by 
competent  persons  prior  to  manual 
approval. 

(j)  In  the  exercise  of  delegated  au¬ 
thority,  a  person  may  ratify  the  act  of 
another  which,  when  done  and  when 
ratified,  the  person  might  have  himself 
done  and  which,  when  done,  the  other 
might  have  been  authorized  to  do. 


Note:  The  authority  delegated  to  con¬ 
tracting  officers  generally  does  not  include 
authority  to  redelegate.  Therefore  there  is, 
as  a  general  rule,  no  authority  in  contracting 
officers  to  ratify  unauthorized  acts  of  others. 

(k)  Authority  to  make  awards  and 
execute  or  approve  contracts  applies 
only  when  such  documents  include  all 
prescribed  clauses  approved  for  use  by 
Director  of  Procurement  and  Produc¬ 
tion,  Hq  AMC,  or  higher  authority. 

(l)  When  contracting  authority  is 
limited  as  to  dollar  amount,  the  limita¬ 
tion  includes: 

(1)  Any  contractual  instrument  ini¬ 
tially  involving  a  sum  in  excess  of  the 
dollar  limitation  considering  the  aggre¬ 
gate  of  obligated  and  committed  funds. 

(2)  Contracts  firmly  negotiated  for 
the  total  cost  of  the  program,  as  stated 
therein,  but  which  are  funded  for  less 
than  the  total  cost  of  the  program  as 
firmly  negotiated. 

(3)  Call  and  requirement  contracts, 
even  though  no  funds  are  committed  or 
obligated  thereby,  provided  the  esti¬ 
mated  aggregate  amount  for  which  calls 
or  delivery  orders  may  be  issued  there¬ 
under  exceeds  the  dollar  limitation. 
Such  contracts  are  required  to  include 
on  their  face  as  an  administrative  recital 
a  bona  fide  estimate  of  such  aggregate 
amount. 

(4)  Any  contractual  instrument  in  ex¬ 
cess  of  the  dollar  limitation  that  in¬ 
creases  the  allotment  of  funds  for  reim¬ 
bursement  under  a  cost-reimbursement 
or  time-and-materials  type  of  contract. 

(5)  Any  contractual  instrument,  re¬ 
gardless  of  total  contract  consideration, 
which  accomplishes  a  change  that  would 
increase  the  cost  to  the  Government  by 
more  than  the  dollar  limitation  were 
there  not  offsetting  credits  provided  in 
the  same  contractual  instrument.  Re¬ 
quirements  aggregating  more  than  the 
dollar  amount  of  the  contracting  author¬ 
ity  delegated  will  not  be  broken  down 
into  more  than  one  purchase  transaction 
for  the  purpose  of  avoiding  authority 
limitations. 

(m)  When  contracting  authority  is 
limited  as  to  dollar  amount,  the  limita¬ 
tion  does  not  include: 

(1)  Contractual  instruments  provid¬ 
ing  for  increases  in  fund  commitments 
for  engineering  changes  or  provisioning 
document  actions. 

(2)  Contractual  instruments  increas¬ 
ing  fund  obligations  under  partially 
funded  contracts  (see  paragraph  (1)  (2) 
of  this  section)  when  not  exceeding  the 
firmly  negotiated  total  cost  of  the  pro-  . 
gram  as  stated  in  the  prime  contract. 

(3)  Contractual  instruments  obligat¬ 
ing  funds  covering  calls  issued  under 
terms  of  call  or  requirements  contracts. 

(n)  Authorities  vested  in  chiefs  of 
AF  foreign  missions  are  likewise  vested 
in  AF  sections  of  joint  military  missions. 

§  1001.454  Authority  to  designate  con¬ 
tracting  officers  and  representatives 
thereof,  (a)  Contracting  officers,  as  de¬ 
fined  in  §  1.201-5  of  this  title,  will  be 
those  designated  by  the  persons  listed  in 
this  section,  or  by  persons  who  are  au¬ 
thorized  in  writing  by  the  persons  listed 
in  this  section  to  designate  contracting 
officers  within  the  meaning  of  that  term 
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as  used  throughout  Chapter  I  of  this  title 
and  this  chapter. 

(1)  Secretary  of  the  Air  Force. 

(2)  Chief  of  Staff,  USAF. 

(3)  Vice  Chief  of  Staff. 

(4)  Deputy  Chief  of  Staff,  Materiel. 

(5)  Director  of  Procurement  and  Pro¬ 
duction,  Office  of  the  Deputy  Chief  of 
Staff,  Materiel. 

(6)  Sole  head  of  a  procuring  activity 
(Commander,  AMC). 

(b)  The  authority  of  the  Commander, 
AMC,  with  respect  to  designating  con¬ 
tracting  officers  and  representatives  of 
contracting  officers,  as  set  forth  in 
§  1.401  of  this  title  and  paragraph  (a)  of 
this  section,  has  been  delegated  to  the 
Director  of  Procurement  and  Produc¬ 
tion,  Hq  AMC,  with  power  of  redelega¬ 
tion.  Authority  to  designate  includes 
authority  to  terminate  designations. 

(c)  The  authority  referred  to  in  para¬ 
graph  (b)  of  this  section  has  been  re¬ 
delegated  by  the  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC,  to  the 
officials  listed  in  this  paragraph.  Except 
as  specified,  exercise  of  the  authority  is 
limited  to  the  designation  of  persons 
under  the  jurisdiction  of  the  designating 
authority. 

(1)  Commanders  of  major  air  com¬ 
mands  with  power  of  redelegation  not 
below  the  level  of  a  staff  officer  respon¬ 
sible  for  procurement  within  the  head¬ 
quarters  of  the  first  echelon  of  com¬ 
mand  immediately  subordinate  to  the 
major  air  command. 

(2)  Air  attaches  and  chiefs  of  AF  for¬ 
eign  missions. 

(3)  Commander,  ARDC,  with  respect 
to  research  and  development  procure¬ 
ment,  with  power  of  redelegation. 

(4)  Commanders  and  deputy  com¬ 
manders  of  air  materiel  areas  who  may 
also  designate  persons  not  under  the 
jurisdiction  of  the  designating  authority, 
including  persons  under  the  jurisdiction 
of  other  AF  commands,  as  representa¬ 
tives  of  contracting  officers. 

(5)  Commanders  and  deputy  com¬ 
manders  of  AF  depots. 

(6)  Commanders  of  separate  AMC  ac¬ 
tivities  under  the  direct  jurisdiction  of 
the  Commander,  AMC. 

(7)  Deputy  Director/Procurement  and 
Assistant  Deputy  Director/Procurement, 
Hq  AMC,  who  may  also  designate  as  con¬ 
tracting  officers,  persons  assigned  fh  any 
Hq  AMC  activity,  and  as  representatives 
of  contracting  officers,  persons  not  under 
the  jurisdiction  of  the  designated  au¬ 
thority,  including  persons  under  the 
jurisdiction  of  other  AF  commands. 

(8)  [Reserved.] 

(9)  Deputy  Director/Ballistic  Missiles, 
Hq  AMC,  who  may  also  designate  persons 
not  under  his  jurisdiction  as  represent¬ 
atives  of  contracting  officers.  Further 
redelegation  may  be  made  to  the  Assis¬ 
tant  Deputy  Director/Ballistic  Missiles. 

( 10 )  Director,  Air  Force  Academy  Con¬ 
struction  Agency,  who  may  also  designate 
persons  not  under  his  jurisdiction  as  rep¬ 
resentatives  of  contracting  officers. 

(11)  Chief,  Electronics  Defense  Sys¬ 
tems  Division,  who  may  also  designate 
persons  not  under  his  jurisdiction  as 
representatives  of  contracting  officers. 
Further  redelegation  may  be  made  to  the 
Deputy  Chief,  Electronics  Defense  Sys¬ 
tems  Division. 


(12)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific  Area 
(AMFPA),  who  may  also  designate  per¬ 
sons  under  the  jurisdiction  of  other  AF 
commands  as  representatives  of  con¬ 
tracting  officers.  Further  redelegation 
may  be  made  to  commanders  of  first 
echelons  of  command  immediately  sub¬ 
ordinate  to  AMFPA. 

(13)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  European 
Area  (AMFEA) ,  who  may  also  designate 
persons  under  the  jurisdiction  of  other 
AF  commands  as  representatives  of  con¬ 
tracting  officers.  Further  redelegation 
may  be  made  to  commanders  of  first 
echelons  of  command  immediately  sub¬ 
ordinate  to  AMFEA. 

§  1001.455  General  procurement  au¬ 
thority.  The  delegation  described  in 
this  section  is  a  general  one,  and  ail 
other  existing  or  future  delegations, 
regulations,  or  directives  issued  by  com¬ 
petent  authority,  to  the  extent  to  which 
they  would,  expressly  or  by  reasonable 
implication,  limit  the  scope  of  or  impose 
conditions  or  restrictions  upon  the  exer¬ 
cise  of  the  general  authorities  set  forth 
in  this  section,  will  be  controlling  over  it. 

(a)  The  Commander,  AMC,  has  dele¬ 
gated,  with  power  of  redelegation,  to  the: 
Director  and  Deputy  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC,  and 
Deputy  Director/Procurement  and  As¬ 
sistant  Deputy  Director/Procurement, 
Hq  AMC,  the  authority  to  act  for  the 
Secretary  of  the  Air  Force  or  the  As¬ 
sistant  Secretary  of  the  Air  Force  (Mate¬ 
riel)  in  the  following  particulars: 

(1)  To  enter  into,  approve,  and  take 
other  action  in  respect  to  contracts, 
change  orders,  supplemental  agreements, 
awards,  letter  contracts,  leases,  amend¬ 
ments  of  contracts,  and  other  contrac¬ 
tual  instruments. 

(2)  To  make,  authorize,  and  approve 
sales  or  contracts  for  the  sale  of  equip¬ 
ment,  supplies,  and  materiel. 

(3)  Approve  deviations  from  regula¬ 
tions,  in  respect  to  procurement,  and 
deviations  from  approved  forms  of  con¬ 
tracts;  provided  all  deviations  from 
Chapter  I,  of  this  title,  this  chapter,  and 
Air  Force  Procurement  Circulars  will  be 
effected  in  the  manner  provided  in  Sub- 
part  A  of  this  part,  as  it  may  from  time 
to  time  be  amended  or  supplemented. 

(b)  There  is  specifically  excepted  from 
the  delegation  described  above  all  au¬ 
thority  to  take  action  under  Title  II  of 
the  First  War  Powers  Act  of  1941,  as 
amended  (50  U.  S.  C.  App.  611),  and  to 
take  any  nondelegable  action  required 
by  statute  to  be  taken  by  the  Secretary 
of  the  Air  Force,  such  as  the  making  of 
findings  and  exceptions  under  the  Buy 
American  Act  (41  U.  S.  C.  lOa-d),  the 
granting  of  waivers  under  the  Miller  Act 
(40  U.  S.  C.  270a-e),  the  approval  of 
contracts  made  pursuant  to  Section  15 
of  Public  Law  600,  79th  Congress  (5 
U.  S.  C.  55a)  and  Section  601  of  the 
Department  of  Defense  Appropriation 
Act,  1956  (70  Stat.  466)  (and  similar 
provisions  in  subsequent  Appropriation 
Acts),  the  making  of  the  determinations 
required  by  Section  630  of  the  Depart¬ 
ment  of  Defense  Appropriation  Act,  1956 
(70  Stat.  472)  (and  similar  provisions  in 
subsequent  acts),  the  authorization  of 


leases  pursuant  to  Section  1  of  p,,kh 
Law  364,  80th  Congress,  as  amended  7? 

U.  S.  C.  626s-3) ,  and  the  making  of  tW 
findings  and  determinations  under  2 
Armed  Services  Procurement  Act  of  1947 
as  amended  (41  U.  S.  C.  151-161)  therein 
stated  to  be  nondelegable,  and  the  tak 
ing  of  the  nondelegable  action,  requSj 
to  be  taken  by  the  Secretary  of  the  Mr 
Force,  according  to  Subpart  C,  Part3 
Chapter  I,  of  title  and  Subpart  C,  Part 
1003,  of  this  chapter,  as  they  may  from 
time  to'  time  be  amended  or  supple- 
mented,  or  Air  Force  Procurement  Cir¬ 
culars  modifying  the  same.  The  leasing 
authority  conferred  on  the  Secretary^ 
the  Air  Force  by  Public  Law  130,  83rd 
Congress,  as  amended  (50  U.  S.  c!  Apn 
1173),  is  not  delegated. 

§  1001.456  Authorities  of  the  sole 
" head  of  a  procuring  activity”  (a)  The 
Director  of  Procurement  and  Produc¬ 
tion,  Hq  AMC,  has  been  authorized  by 
the  Commander,  AMC,  to  issue  delega¬ 
tions  of  the  redelegable  authorities  that 
are  vested  in  the  Commander,  AMC,  as 
sole  “head  of  a  procuring  activity.”  Any 
such  delegations  issued  to  oversea  com- 
mands,  air  attaches,  and  foreign  mis¬ 
sions  will  be  issued  “by  direction  of  the 
Commander,  AMC.” 

(b)  The  Director  of  Procurement  and 
Production,  Hq  AMC,  has  delegated  to 
the  persons  listed  in  this  section  all  re¬ 
delegable  powers  vested  in  the  head  of  a 
procuring  activity  by  Chapter  I  of  this 
title  except  as  noted. 

(1)  Commanders  of  major  air  com¬ 
mands  with  power  of  redelegation  not 
below  the  level  of  a  staff  officer  respon¬ 
sible  for  procurement  within  the  head¬ 
quarters  of  the  first  echelon  of  command 
immediately  subordinate  to  the  major  air 
command.  However,  the  powers  set 
forth  in  §§  3.303,  4.205-3  and  7.103-12  of 
this  title  were  withheld  from  the  com- 
manders  of  major  air  commands  located 
within  the  United  States,  its  Territories, 
and  possessions,  and  the  powers  set  forth 
in  §§  3.303  and  4.205-3  of  this  title 
were  withheld  from  commanders  of  over¬ 
sea  commands  located  outside  the  Terri¬ 
tories  and  possessions  of  the  United 
States. 

(2)  Air  attaches  and  chiefs  of  AF  for¬ 
eign  missions.  However,  the  powers  set 
forth  in  §§  3.303  and  4.205-3  of  this  tide 
were  withheld. 

§  1001 .457  Authority  to  enter  into,  ex- 
ecute  and  approve  contracts,  (a)  The 
authority  to  enter  into,  manually  execute 
or  approve  contracts  has  been  delegated 
by  the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC,  to  the  persons  listed 
in  this  section.  Awards  made  and  con¬ 
tracts  executed  in  excess  of  dollar  limi¬ 
tations  shown  herein  require  approval  of 
higher  authority.  If  the  use  of  a  letter 
contract  has  been  properly  authorized 
pursuant  to  §  1003.405-3,  the  letter  con¬ 
tract  may  be  executed  without  regard  to 
any  dollar  limitations  set  forth  in  this 
section. 

(1)  Contracting  officers  of  major  air 
commands  within  the  continental  United 
States  (except  Air  Materiel  Command). 
Authority  is  limited  to  making  awards 
and  executing  contracts  involving  $100,- 
000  or  Iqss.  Commanders  of  major  air 
commands  may  further  limit  the  author* 
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provided  such  limitations  are  made 
Iffliform  throughout  the  command, 
inanders  of  major  air  commands 
v»ye!  been  authorized  to  make  awards 
and  manually  approve  contracts  involv- 
lL  $1oo,000  or  less.  Commanders  may 
delegate  authority  to  manually  approve 
L-tain  contracts  not  below  the  level  of 
a  staff  officer  responsible  for  procure¬ 
ment  within  the  headquarters  of  the  first 
echelon  of  command  immediately  sub¬ 
ordinate  to  the  major  air  command. 

(2)  Commanders  of  oversea  com¬ 
mands.  May  authorize  contracting  of¬ 
ficers,  designated  by  them,  to  make 
awards  and  execute  contracts  involving 
$100,000  or  less.  Authority  to  manually 
approve  contracts  may  be  redelegated 
not  below  the  level  of  a  staff  officer  re¬ 
sponsible  for  procurement  within  the 
headquarters  of  the  first  echelon  of  com¬ 
mand  immediately  subordinate  to  the 
major  air  command. 

(3)  Air  attaches  and  chiefs  of  AP  for¬ 
eign  missions.  May  authorize  contract¬ 
ing  officers,  designated  by  them,  to  make 
awards  and  execute  contracts  involving 
$100,000  or  less. 

(4)  AMC  field  procurement  activities : 

(i)  Contracting  officers  of  AMC  field 
procurement  activities.  Authority  is  lim¬ 
ited  to  making  awards  and  executing 
contracts  involving  $30,000  or  less,  except 
that  production  lists  or  calls  under  open 
contracts  may  be  issued  (through  ad¬ 
ministrative  contracting  officer)  to  con¬ 
tractors  irrespective  of  estimated  dollar 
amount.  AMA  and  AF  depot  command¬ 
ers  or  directors  of  procurement  and  pro¬ 
duction  may  further  limit  the  authority. 
AMA  and  AF  depot  commanders  have 
been  authorized  to  make  awards  and 
manually  approve  contracts  involving 
$350,000  or  less,  with  power  of  redele¬ 
gation  to  directors  of  procurement  and 
production.  AMA  commanders  may  also 
redelegate  procurement  authority  to  a 

I  director  of  a  USAF  Logistical  Control 
Terminal  for  amounts  of  $100,000  or  less. 

(ii)  Administrative  contracting  offi¬ 
cers.  Authority  is  limited  to:  (a)  Exe¬ 
cuting  documents  establishing  prices  of 
calls  against  open  contracts  after  review 
and  approval,  ( b )  accomplishing  initial 
pricing  and  price  redeterminations,  (c) 
obligating  funds  previously  committed 
(but not  obligated)  in  the  basic  contract, 
or  in  other  contractual  documents  sup¬ 
plementary  thereto  approved  by  the  des¬ 
ignated  approving  authority,  for  support 
items  or  for  other  items  subject  to  pro¬ 
visioning  action  based  on  the  submis¬ 
sion  of  approved  provisioning  orders, 
irrespective  of  total  amount,  or  for  con¬ 
tingent  items  or  services  based  on  ap¬ 
proved  written  document(s),  work  or¬ 
ders)  or  invoice  (s)  irrespective  of  total 
amount,  ( d )  obligating  funds  previously 
committed  whenever  additional  funds 
must  be  obligated  as  a  result  of  price 
redetermination  negotiations  conducted 
by  ACO’s  and  reviewed  as  set  forth  in 
tins  subdivision.  AMA  commanders  or 
their  directors  of  procurement  may 
further  limit  this  authority. 

(6)  Local  purchase  contracting  offi¬ 
cers  of  separate  AMC  installations  (ex¬ 
cludes  AMC  field  procurement  activities, 
AMFPA  and  AMFEA)  under  the  direct 
jurisdiction  of  the  Commander,  AMC. 


Authority  is  limited  to  making  awards 
and  executing  contracts  involving 
$30,000  or  less.  Commanders  of  the  in¬ 
stallations  have  been  authorized  to  make 
awards  and  manually  approve  contracts 
involving  $100,000  or  less. 

(7)  Commander,  ARDC,  with  respect 
to  research  and  development  contract¬ 
ing  matters  (excludes  local  purchase) 
including  authority  to:  (i)  waive  bid, 
payment,  performance,  or  other  bonds 
(other  than  for  construction),  and  (ii) 
administer  patent  matters  incident  to 
R&D  contracts.  The  authority  may  be 
redelegated.  A  copy  of  all  redelegations 
by  the  Commander,  ARDC,  of  any  of  his 
research  and  development  procurement 
authorities  will  be  furnished  to  the 
Commander,  AMC,  attn:  MCPPA. 
Limitations  of  the  authority  are  shown 
in  this  subparagraph. 

(a)  This  authority  does  not  apply  to 
procurement  initiated  by  Wright  Air 
Development  Center  (WADC) ,  except  for 
procurements  of  research  and  of  arma¬ 
ment  development  using  650  series  funds. 
Procurements  initiated  by  WADC  for 
other  than  reseai'ch  or  armament  de¬ 
velopment  in  the  650  series  (primarily 
development  of  experimental  aircraft 
and  aeronautical  items)  will  be  accom¬ 
plished  by  WADC’s  preparing  and  for¬ 
warding  a  purchase  request  to  Deputy 
Director/Prccurement,  Hq  AMC,  for 
necessary  procurement  action.  Reas¬ 
signments  from  WADC  to  any  other 
component  of  ARDC  of  other-than-re- 
search  responsibilities  that  involve  pro¬ 
curement  actions  will  be  subject  to  prior 
coordination  with  the  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC. 

(b)  Contracts,  involving  more  than 
$250,000,  for  research  are  subject  to  re¬ 
view  by  the  Office  of  the  Procurement 
Committee  (MCPC) ,  Directorate  of  Pro¬ 
curement  and  Production,  Hq  AMC, 
before  manual  approval  by  an  official 
duly  authorized  by  the  Commander, 
ARDC. 

(c)  Contracts,  involving  more  than 
$250,000  for  other  than  research  are 
subject  to  review  by  MCPC,  Hq  AMC, 
and  manual  approval  by  an  official  duly 
authorized  by  the  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC. 

(8)  Deputy  Director /Procurement  and 
Assistant  Deputy  Director/Procurement, 
Hq  AMC.  Normally  the  authority  will 
be  exercised  with  respect  to  manually 
approving  contracts,  involving  less  than 
$1,000,000,  that  are  subject  to  manual 
approval  of  a  duly  authorized  official  of 
the  Directorate  of  Procurement  and  Pro¬ 
duction,  Hq  AMC,  because  of  limitations 
on  delegated  authority.  Such  contracts 
involving  more  than  $1,000,000  are  nor¬ 
mally  approved  by  the  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC,  but 
may  be  approved  by  the  Deputy  Direc¬ 
tor/Procurement  in  the  absence  of  the 
Director  and  Deputy  Director  of  Pro¬ 
curement  and  Production.  For  the  pur¬ 
poses  of  the  dollar  limitations  in  this 
subparagraph,  acquisition  cost  of  any 
industrial  facilities  to  be  furnished  un¬ 
der  a  facilities  contract  will  be  added  to 
the  amount  of  funds  being  obligated  on 
that  contract. 

(9)  Procuring  contracting  officers  of 
the  Directorate  of  Procurement  and 


Production,  Hq  AMC.  Authority  is  lim¬ 
ited  to  making  awards  and  executing 
contracts  involving  $350,000  or  less. 

(10)  Chiefs  and  deputy  chiefs  of  buy¬ 
ing  divisions  within  the  Directorate  of 
Procurement  and  Production,  Hq  AMC. 
Authority  is  limited  to  the  manual  ap¬ 
proval  of  supplemental  agreements  for 
engineering  changes.  This  authority 
may  be  used  in  conjunction  with  other 
contractual  actions  which  in  themselves 
in  the  aggregate  do  not  exceed  the  dele¬ 
gated  dollar  limitation  without  further 
approval. 

(11)  Deputy  Director/Ballistic  Mis¬ 
siles,  Hq  AMC.  Authority  is  limited  to 
making  awards  and  approving  contracts 
involving  $350,000  or  less.  Redelegation 
may  be  made  to  contracting  officers  des¬ 
ignated  by  him.  Contracts  in  excess  of 
$350,000  will  be  subject  to  manual  ap¬ 
proval  by  duly  authorized  approving  of¬ 
ficials  of  the  Directorate  of  Procurement 
and  Production,  Hq  AMC.  Further  re¬ 
delegation  may  be  made  to  the  Assistant 
Deputy  Director/Ballistic  Missiles. 

(12)  Director,  Air  Force  Academy 
Construction  Agency.  Make  awards  and 
manually  approve  contracts  and  modifi¬ 
cations  thereto  for  supplies  and  services 
involving  $350,000  or  less.  Contracts  in 
excess  of  $350,000  will  be  subject  to 
manual  approval  by  duly  authorized 
approving  officials  of  the  Directorate  of 
Procurement  and  Production,  Hq  AMC. 
Contracting  officers  of  the  Air  Force 
Academy  Construction  Agency  are  au¬ 
thorized  to  make  awards  and  manually 
execute  contracts  and  modifications 
thereto  involving  $30,000  or  less,  without 
approval  of  higher  authority,  subject  to 
such  limitations  as  may  be  imposed  by 
the  Director,  Air  Force  Academy  Con¬ 
struction  Agency. 

(13)  Chief,  Electronics -Defense  Sys¬ 
tems  Division.  Make  awards  and  man¬ 
ually  approve  contracts  and  modifica¬ 
tions  thereto  for  supplies  and  services 
involving  $350,000  or  less.  Contracts  in 
excess  of  $350,000  will  be  subject  to 
manual  approval  by  duly  authorized  ap¬ 
proving  officials  of  the  Directorate  of 
Procurement  and  Production,  Hq  AMC. 
Contracting  officers  of  the  Electronics 
Defense  Systems  Division  are  authorized 
to  make  awards  and  manually  execute 
contracts  and  modifications  thereto  in¬ 
volving  $30,000  or  less,  without  approval 
of  higher  authority,  subject  to  such  limi¬ 
tations  as  may  be  imposed  by  the  Chief, 
Electronics  Defense  Systems  Division. 
Further  redelegation  may  be  made  to  the 
Deputy  Chief,  Electronics  Defense  Sys- 
.  terns  Division. 

(14)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific  Area 
(AMFPA) ,  with  power  of  redelegation  to 
not  below  the  level  of  a  staff  officer  re¬ 
sponsible  for  procurement  within  the 
headquarters  of  the  first  echelon  of 
command  immediately  subordinate  to 
AMFPA.  Contracting  officers  under  the 
jurisdiction  of  AMFPA  may  be  author¬ 
ized  to  make  awards  and  execute  con¬ 
tracts  involving  $100,000  or  less. 

(15)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  European 
Area  (AMFEA),  for  amounts  of  $350,000 
or  less,  with  power  of  redelegation  to  not 
below  the  level  of  a  staff  officer  respon- 
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determination,  and  (ii)  contracts  involv-  through  the  Deputy  Director/Baliistic 
ing  $100,000  or  less  that  are  authorized  Missiles,  Hq  AMC,  and  division  chiefs  of 
by  a  blanket  findings  and  determination,  the  Directorate  of  Procurement  and  Pro- 
Commanders,  vice  commanders,  and  duction,  Hq  AMC,  to  contracting  officers 
command  staff  officers  responsible  for  under  their  jurisdiction, 
procurement  may  further  redelegate  this  (c)  The  use  of  DX,  as  a  program  rat- 
authority  to  the  commander  of  any  AF  ing  device,  has  been  authorized  for 
base  under  their  jurisdiction  for  con-  making  the  necessary  adjustments  so 
tracts  involving  $5,000  or  less.  that  suppliers  can  meet  required  deliv- 

(3)  Commander,  Air  Materiel  Force,  ery  dates.  It  is  mandatory  when  asi 
Pacific  Area,  for  contracts  involving  signing  a  DX  rating  that  the  following 

is  complied  with: 

(4)  Commander,  Air  Materiel  Force,  (1)  Required  delivery  dates  are  spe. 

European  Area,  for  contracts  involving  cific,  and  are  no  earlier  than  necessary 
$5,000  or  less.  to  the  performance  of  the  master  pro- 

(5)  Commanders  of  air  materiel  areas  gram  schedule.  This  policy  will  be  re- 
(includes  commanders  of  oversea  AMA’s  fleeted  in  programming  activities  as  well 
under  the  jurisdiction  of  AMFPA  and  as  in  contracts. 

AMFEA)  and  AF  depots  for  contracts  in-  (2)  The  higher  priority  of  the  DX 
volving  $5,000  or  less.  rating  is  not  compromised  by  specifying 

(6)  Commander,  Wright-Patterson  delivery  dates  that  are  unrealistic  or 

Air  Force  Base,  for  contracts  involving  provide  unnecessarily  short  lead  times. 
*  ‘  The  value  of  the  DX  rating  is  to  be 

guarded  for  its  real  effect,  making  it  pos¬ 
sible  to  telescope  those  parts  of  the  pro¬ 
gram  where  progress  towards  an  earlier 
success  can  thereby  be  advanced. 

(3)  The  DX  rating  is  not  a  substitute 
for  the  best  possible  advance  scheduling 
or  for  prompt  procurement  actions. 

(4)  It  is  not  to  be  used  as  a  bottleneck 
breaking  device  after  trouble  occurs,  but 
at  once,  to  prevent  delays  in  the  delivery 
of  material  and  equipment. 


sible  for  procurement  within  the  head¬ 
quarters  of  the  first  echelon  of  command 
immediately  subordinate  to  AMFEA. 

Contracting  officers,  under  the  jurisdic¬ 
tion  of  AMFEA,  may  be  authorized  to 
make  awards  and  execute  contracts  in¬ 
volving  $100,000  or  less. 

§  1001.458  Manual  approval  of  con- 
tracts  for  services  of  experts  and  con¬ 
sultants.  (a)  Prior  approval  in  the  form 
of  findings  and  determinations  person-  4(.  nnn  . 
ally  signed  by  the  Secretary  are  re-  **>,uuu  or  less, 
quired  for  contracts  for  the  services  of 
experts  and  consultants  entered  into  by 
authority  of  section  15  (60  Stat.  810; 

5  U.  S.  C.  55a),  and  the  current  imple¬ 
menting  appropriation  acts.  If  the  Sec¬ 
retary  has  made  the  necessary  findings 
required  by  law,  he  may  direct  others  to 
manually  approve  contracts  for  such 
services.  In  his  findings  and  determi¬ 
nations  made  in  support  of  the  contracts,  -.(-nnn  l 
the  Secretary  generally  includes  a  state-  *0,uuu  or  less' 
ment  that,  by  his  direction,  the  con-  §  1001.460 
tracts  will  be  approved  by  the  Com-  listic  missiles 
mander,  AMC,  or  his  designee.  mander.  Aft 

(b)  Except  for  the  particular  classes  authority  wil 
covered  in  §§  1001.459  and  1001.467,  con-  Missiles  Prog 
tracts  described  in  this  section  may  be  scribed  in  th 
approved  by  the  following  persons  pur-  is  to  be  exer 
suant  to  designations  by  the  Com-  such  allocatic 
mander,  AMC ;  quantitative  r 

(1)  Director  and  Deputy  Director  of  lished  from  t 
Procurement  and  Production,  Hq  AMC.  thority  (see  §  1.308  of  this  title) 

(2)  Deputy  Director/Procurement  and  person  who  redelegates  the  autho 

Assistant  Deputy  Director/Procurement,  maintain  a  record  of  such  redele 
Hq  AMC.  and  limits  placed  thereon. 

(3)  Commander,  ARDC,  or  his  des-  (l)  Authority  to  authorize  pro 
ignee  for  contracts  entered  into  by  and  construction  schedules  and  1 
ARDC.  Designees  of  the  Commander,  allotments  of  controlled  materis 
ARDC,  may  not  be  other  than  a  staff  respect  to  contracts  to  meet  aul 
officer  responsible  for  procurement  Ballistic  Missiles  programs 
within  Hq  ARDC,  or  within  the  head-  IRBM)  for  which  the  Departr 
quarters  of  the  first  echelon  of  com-  Defense  is  claimant  agency, 
mand  immediately  subordinate  thereto.  (2)  Authority  to  apply,  or  as 

§  1001.459  Manual  approval  of  ar chi-  others  the  right  to  apply,  DX 
tect-engineer  contracts,  (a)  The  Com-  allotment  numbers  and  syrr 

mander,  AMC,  has  been  authorized  to  casf  may  *3e:  respect  to  c< 

review  and  approve  contracts  involving  to  meet  authorized*  programs. 
$1,000,000  or  less  for  architectural  or  ,  Authority  to  assign  the  i 
engineering  services  when  findings  and  apfdy  ratings  and  allotment  r 

determinations  authorizing  such  con-  to  certain  prime  or  subcontrac 

tracts  have  been  made  by  the  Secretary.  orders  for  delivery  of  productior 

(b)  The  authority  described  in  para-  specifically  required  to 

graph  (a)  of  this  section  has  been  dele-  authorized  programs, 
gated  by  the  Commander,  AMC,  to  the  Authority  to  assign  the  i 

Director  of  Procurement  and  Production,  apply  DX  ratings  and  allotment  r 
Hq  AMC,  who  has  further  delegated  the  cei'tam  contractors  on  orders 
authority,  subject  to  limitations  shown,  *lvery  °f  construction  equipment 
to  the  following  i  on  consti  notion  outsido  the  Con 

(1)  Commanders  of  AF  commands  Un.Ped  ®^ates, .  ... 

outside  the  continental  United  States  for  The  authority  has  been 

contracts  involving  $1,000,000  or  less,  sated  by  the  Commander,  AftIC 
with  power  of  redelegation  to  the  vice  Doctor  of  Procurement  and  1 
commander  and  a  command  staff  officer  “on»  Hq  AMC  farther  rede] 
responsible  for  procurement.  Comman-  has  been  made  by  the  Director 
ders,  vice  commanders,  and  command  curement  and  Production,  Hq  £ 
staff  officers  responsible  for  procurement  t°ll0WS : 

may  further  redelegate  this  authority  to  (1).  authority  set  forth  i: 

the  commander  of  any  AF  base  under  T(a  P  .°*  t  lls  secP.01} 

.........  .  ,  ..  Chief,  Industrial  Resources  Divn 

their  junsdictmn  for  contracts  involving  AMC  with  power  of  redelegatio: 

^  (o  ^  GSS  |  .  (2)  The  authorities  set  forth  i 

(2)  Commanders  of  AF  commands  graphs  (a)  (2)  and  (3)  of  this 

w  ithin  the  continental  United  States,  and  through  successive  ech( 
with  power  of  redelegation  to  the  vice  command  to  all  contracting  offic 
commander  and  a  command  staff  officer  eludes  procuring  and  administra 
responsible  for  procurement  for:  (i)  con-  the  Air  Force, 
tracts  involving  $500, 0C0  or  less  that  are  (3)  The  authority  set  forth  i 
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programs  authorized  under  Public  Law 
5tl  (81st  Congress),  as  amended  (63 
stat.  570;  12  U.  S.  C.  1748) ,  and  construc¬ 
ts,  programs  of  the  National  Guard 
Bureau,  Air  Force  Division.  The  au¬ 
thority  ’  is  to  be  exercised  within  the 
limits  of  such  allocation  determinations 
or  other  quantitative  restrictions  as  may¬ 
be  established  from  time  to  time  by 
proper  authority.  Each  person  who  re¬ 
delegates  the  authority  will  maintain  a 
record  of  such  redelegations  and  the 
limits  placed  thereon. 

(1)  Authority  to  authorize  production 
and  construction  schedules  and  to  make 
allotments  of  controlled  materials  with 
respect  to  contracts  to  meet  authorized 
programs  for  which  the  Department  of 
Defense  is  claimant  agency  and  to  meet 
such  other  programs  as  may  be  desig¬ 
nated. 

(2)  Authority  to  apply,  or  assign  to 
others  the  right  to  apply,  DO  ratings  and 
allotment  numbers  and  symbols  as  the 
case  may  be,  with  respect  to  contracts  to 
meet  authorized  programs. 

(3)  Authority  to  assign  the  right  to 
apply  DO  ratings  and  allotment  num¬ 
bers  to  certain  prime  or  subcontractors 
on  orders  for  delivery  of  production 
equipment  specifically  required  to  sup¬ 
port  authorized  programs. 

(4)  Authority  to  assign  the  right  to 
apply  DO  ratings  and  allotment  num¬ 
bers  to  certain  contractors  on  orders  for 
delivery  of  construction  equipment  for 
use  on  construction  outside  the  conti¬ 
nental  United  States. 

(b)  The  authority  has*  been  delegated 
by  the  Commander,  AMC,  to  the  Director 
of  Procurement  and  Production,  Hq 
AMC.  Further  delegation  has  been 
made  by  the  Director  of  Procurement 
and  Production,  Hq  AMC,  as  follows: 

(1)  The  authority  set  forth^  in  para¬ 
graph  (a)  (1)  of  this  section  to  the 
Chief,  Industrial  Resources  Division,  Hq 
AMC,  with  power  of  redelegation. 

(2)  The  authorities  set  forth  in  para¬ 
graph  (a)  (2)  and  (3)  of  this  section 
and  to  and  through  successive  echelons 
of  command  to  all  contracting  officers 
(includes  procuring  and  administrative) 
of  the  Air  Force. 

(3)  The  authority  set  forth  in  para¬ 
graph  (a)  (4)  of  this  section  to  and 
through  division  chiefs  to  contracting 
officers  of  the  Directorate  of  Procure¬ 
ment  and  Production,  Hq  AMC. 

51001.464  Delegation  to  commander, 
air  training  command.  In  addition  to 
the  authorities  delegated  to  him  as  a 
commander  of  a  major  air  command,  the 
Commander,  ATC,  has  been  authorized 
by  the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC,  to  exercise  the  author¬ 
ities  described  in  this  section.  The  au¬ 
thorities  may  be  exercised  only  with 
respect  to  negotiated  contracts  for  pro¬ 
curement  of  services.  The  responsibility 
!  for  administration  of  contracts  entered 
into  by  virtue  of  these  authorities  will 
be  assigned  to  the  appropriate  AMA  of 
the  Air  Materiel  Command. 

(a)  Authority  to  execute  findings  and 
determinations  in  support  of  cost  or  cost- 
plus-a-fixed-fee-type  contracts,  provided 
facts  have  been  obtained  which  establish 
that: 

L . 


(1)  Such  method  of  contracting  is 
likely  to  be  less  costly  than  other  meth¬ 
ods,  or 

(2)  It  is  impracticable  to  secure  serv¬ 
ices  of  the  kind  or  quality  required  with¬ 
out  the  use  of  such  type  of  contract. 

The  authority  may  be  redelegated  only 
to  the  staff  officer  responsible  for  pro¬ 
curement  within  Hq  ATC,  provided  fur¬ 
ther  that  the  authority  may  not  be  ex¬ 
ercised  by  any  person  who  is  or  will  be 
the  contracting  officer  for  the  procure¬ 
ments  involved. 

(b)  Authority  to  authorize  ATC  con¬ 
tracting  officers  to  enter  into  contracts 
containing  any  of  the  price  redetermi¬ 
nation  clauses,  provided  facts  have  been 
obtained  which  establish  that: 

(1)  It  is  impractical  to  secure  services 
of  the  kind  or  quality  required  without 
the  use  of  such  a  price  redetermination 
clause. 

(2)  The  conditions  for  use  of  the  price 
redetermination  clauses  have  been  satis¬ 
fied.  The  authority  may  be  redelegated 
only  to  the  staff  officer  responsible  for 
procurement  within  Hq  ATC. 

(c)  Authority  to  authorize  ATC  con¬ 
tracting  officers  to  enter  into  master  bail¬ 
ment  agreements,  bailment  agreement, 
and  amendments  thereto  for  the  loaning 
of  Government  property  to  AF  contrac¬ 
tors  for  some  specific  purpose  in  connec¬ 
tion  with  AF  contracts  when  it  has  been 
determined  that: 

(1)  The  bailment  is  necessary  in  the 
interest  of  the  national  defense. 

(2)  It  will  not  adversely  affect  the 
competitive  aspect  of  procurement. 

(3)  The  property  is  not  available  to 
the  contractor  in  the  open  market  within 
the  time  requirements  of  the  Air  Force. 

The  authority  may  be  redelegated  not 
below  the  level  of  a  staff  officer  respon¬ 
sible  for  procurement  in  the  first  echelon 
of  command  immediately  subordinate  to 
Hq  ATC. 

§  1001.465  Release  of  program  data 
and  procurement  information,  (a)  In¬ 
formation  concerning  proposed  procure¬ 
ment  and  purchases  of  supplies,  includ¬ 
ing  construction  and  maintenance  proj¬ 
ects,  will  not  be  released  prior  to  the  is¬ 
suance  of  invitation  for  bids  or  requests 
for  quotations.  In  the  preparation  of 
work  projects  estimates,  local  contractors 
often  render  invaluable  aid  to  AF  base 
personnel  in  supplying  information  con¬ 
cerning  local  wage  rates,  material  costs, 
etc.  The  Air  Force  does  not  intend  that 
such  contacts  be  curtailed ;  however,  pre¬ 
liminary  or  approved  project  estimates 
will  not  be  discussed  with  prospective 
contractors  or  made  a  matter  of  public 
knowledge  (except  as  provided  in 
§  1002.407  (f)  of  this  chapter)  until  after 
an  award  has  been  made,  whether  the 
contract  is  advertised  or  negotiated. 

(b)  The  Deputy  Chief  of  Staff,  Mate¬ 
riel,  Hq  USAF  and  the  Commander, 
AMC,  are  authorized  to  release  approved 
programming  data  when  essential  to 
prospective  bidders,  subbidders,  contrac¬ 
tors,  or  subcontractors  in  planning  long- 
range  production  requirements  or  for 
insuring  timely  availability  of  their  field 
engineers  and  technical  representatives. 
The  authority  granted  herein  may  be  re¬ 
delegated.  Bidders,  subbidders,  contrac¬ 
tors,  or  subcontractors  requiring  classi¬ 


fied  programming  data  must  be  properly 
cleared. 

(c)  All  AF  military  and  civilian  per¬ 
sonnel  will  refrain  from  releasing  to  in¬ 
dividual  business  concerns  or  their  rep¬ 
resentatives  any  preknowledge  that  such 
personnel  may  possess  concerning  pro¬ 
posed  procurements  or  purchases  of  sup¬ 
plies  (including  construction  or  mainte¬ 
nance  projects)  by  any  AF  procuring  ac¬ 
tivity.  Such  information  will  be  released 
to  all  potential  contractors  at  the  same 
time,  as  nearly  as  possible,  and  only 
through  duly  designated  agencies  so  that 
one  potential  contractor  may  not  be 
given  an  unfair  advantage  over  another. 
All  dissemination  of  such  information 
will  be  according  to  existing  authorized 
procedures  and  only  in  connection  with 
the  necessary  and  proper  discharge  of 
official  duties. 

§  1001.466  Participation  by  airlines 
representatives  in  flights  of  commer¬ 
cially  adaptable  USAF  aircraft,  (a)  The 
Commander,  AMC,  has  been  delegated 
authority  to  act  on  requests  of  contrac¬ 
tors  to  permit  participation  by  repre¬ 
sentatives  of  domestic  or  foreign  com¬ 
mercial  airlines,  for  demonstration  pur¬ 
poses,  in  flights  of  commercially  adapt¬ 
able  USAF  aircraft,  provided: 

(1)  No  classified  military  information 
is  revealed  or  discussed. 

(2)  Adequate  measures  are  taken  to 
indemnify  the  Government  against  any 
liability  to  personnel  to  whom  the  air¬ 
craft  is  being  demonstrated. 

(3)  The  proposed  demonstration  be 
limited  to  normal  production  test  flights 
conducted  by  the  contractor’s  test  pilots 
in  connection  with  contract  performance 
prior  to  acceptance  of  the  aircraft  by 
the  Government. 

(4)  No  additional  cost  will  accrue  to 
the  Government  because  of  the  demon¬ 
stration. 

(b)  The  authority  described  in  para¬ 
graph  (a)  of  this  section  has  been  dele¬ 
gated  by  the  Commander,  AMC,  to  the 
Director  and  Deputy  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC,  without 
-power  of  redelegation.  The  authority 
will  be  exercised  on  an  individual  basis 
only  on  requests  of  contractors  that  are 
submitted  in  writing  through  the  AF  rep¬ 
resentative  responsible  for  local  admin¬ 
istration  of  the  production  contract. 

§  1001.467  Manual  approval  of  con¬ 
tracts  for  personal  services  for  air  photo¬ 
graphic  and  charting  service.  (a) 
Blanket  findings  and  determination  by 
the  Assistant  Secretary  of  the  Air  Force, 
July  11,  1956,  reads  as  follows: 

I  hereby  find  that: 

a.  The  responsibility  of  the  Air  Photo¬ 
graphic  and  Charting  Service,  for  the  pro¬ 
duction  of  Air  Force  motion  pictures,  re¬ 
quires  that  that  organization  be  able  to 
employ  actors,  narrators,  writers,  and  other 
professional  technical  personnel  lor  short 
intermittent  periods  of  time  in  order  to 
accomplish  economic  and  efficient  operations. 

b.  The  type  of  personel  involved  and  the 
short  intermittent  periods  of  time  involved 
make  it  Impracticable  and  uneconomical  for 
this  type  of  personnel  to  be  placed  on  per¬ 
manent  CivU  Service  status. 

c.  The  authority  to  utilize  the  referenced 
personnel,  at  the  time  required  without 
delay  in  production  schedules,  is  essential. 
Pursuant  to  Section  15  of  the  act  approved 
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(8)  Chief,  Chicago  Air  Procurement  upon  request,  and  prior  to  award 

District.  fuses  to  furnish  a  completed  Standi* 

(9)  Chief,  Los  Angeles  Air  Procure-  Form  119  or  a  statement  in  lieu  there! 

ment  District.  as  provided  in  §  1.507-1  of  this  titi 

§  1001.468  Execution  of  contracts  for  SjSthlr  n fr?ete^S*Slatt(m 

sale  of  spare  parts  to  civil  air  carriers.  made^s  follow!:  ^  **  rejecte<1 

^h^K^S?s  “nyan  eemwl  i  J^ivfstom  the^f^  to  °f  ^  buy* 

Air  Force.  Authorization  by  the  Secre-  .  .  ^  ^ 

tary  is  in  the  form  of  findings  and  de-  P  •  ^  0  deputy  directors  of 

terminations  citing  Title  II  of  the  First  Procurement  and  produetion 

War  Powers  Act,  as  amended  (55  Stat.  .. nwlf  1  wQiP  «  ®  actlvlties.  by 

839;  50  U.  S.  C.  App.  611).  The  findings  tS?ce  W  f’  local  Puichase  contracting 
and  determinations  usually  contain  a  4f  AT}Tvi 

statement  that  the  commander,  AMC,  or  persons  des. 

his  designee,  is  authorized  to  execute  the  ardc  Dl  Ct<H  °f  Procurement>  Hq 
necessary  contract  of  sale. 

(b)  The  Commander,  AMC,  has  des-  §  1001.550  Responsibility  for  protect. 
ignated  contracting  officers  of  the  air  ing  information  contained  in  completed 
materiel  areas  to  execute  sales  contracts,  Standard  Forms  119.  Information  con- 
at  his  direction,  when  the  Secretary  has  tained  in  the  completed  Standard  Form? 
made  the  findings  and  determinations  119  will  be  considered  private  and  per. 
required  by  law  to  justify  the  sale  of  sonal.  Personnel  having  access"  to  toil 
aircraft  spare  parts  to  civil  air  carriers  information  will  not  discuss  or  transit 
and  the  findings  and  determinations  con-  the  information  gained  by  them  to  any 
tained  the  statement  described  in  para-  other  person  not  entitled  or  authorized 
graph  (a)  of  this  section.  to  have  access  to  the  files  in  which  it  is 

SUBPART  E— CONTINGENT  OR  OTHER  FEES  maintained. 

§  1001.506  Representation  and  agree -  SUBPART  ^-^BARRED,  JNBMN4  and 

ment  required  from  prospective  contract  B  DDEkS 

tors.  Every  request  for  proposals  (RFP),  §  1001.601  Establishment  and  main- 
except  as  provided  in  §  1.507-2  of  this  tenance  of  a  list  of  firms  or  individual! 
title,  and  every  invitation  for  bids  (IFB)  debarred  or  ineligible. 
will  contain  the  representation  and  §  1001.601-1  General,  (a)  An  official 
agreement  form  prescribed  by  §  1.506  of  publication  entitled  “List  of  Debarred, 
this  title.  Ineligible,  and  Suspended  Contractors* 

§  1001.507  Use  of  Standard  Form  119.  will  be  published,  maintained,  and  dis- 
Contractors  will  be  required  to  submit  tributed  for  the  information  and  guid- 
Standard  Form  119  (December  1952  Ed.)  ance  of  AF  contracting  officers  and  other 
in  duplicate,  when  the  representation  concerned  procurement  personnel  No 
and  agreement  has  been  answered  in  the  firm  or  individual  will  be  listed  on  the 
affirmative.  “List  of  Debarred,  Ineligible,  and  Sus- 

,  ....  ...  ,  .  .  ,  .,  .  pended  Contractors”  for  causes  or  under 

§  1001507-1  Statement  in  lieu  of  conditions  other  than  those  set  forth  it 

form.  Every  request  for  proposal  ex-  §  j  602  of  this  title.  *1 

cept  as  provided  in  §  1.507-2  of  this  title,  <b)  ^  ^  t  chlef  of  staff  Mate. 
and  every  invitation  for  bids  will  con-  riel  (DCS/M)>  Hq  USAF.  is  the  author- 
tain  the  following .  jzed  representative  of  the  Secretary  of 

If  the  bidder,  by  checking  the  appropriate  the  Air  Force  for  making  final  determi* 
box  provided  therefor  in  his  bid,  has  repre-  nations  respecting  Air  Force  debarments 
sented  that  he  has  employed  or  retained  a  an^  suspensions,  including  modifications 

and  removals.  The  debarment  or  sis- 
bona  fide  employee  working  solely  lor  the  «  « _  _  ,  »  ... 

bidder-contractor)  to  solicit  or  secure  this  pension  of  a  firm  or  individual  is  an 

contract,  or  that  he  has  paid  or  agreed  to  administrative  determination  within  tM 
pay  any  fee,  commission,  percentage,  or  discretion  of  the  DCS/M,  Hq  USAF,  and 
brokerage  fee  to  any  company  or  person  each  case  Will  be  decided  upon  its  indi¬ 
contingent  upon  or  resulting  from  the  award  vidual  merits.  The  seriousness  of  toe 
of  this  contract,  he  may  he  requested  by  the  offense  the  civil  satisfaction  received  by 
contracting  officer  to  furnish  a  completed  Qr  avaiiabie  to  the  Government,  and  all 

Standard  Form  119,  “Contractor’s  Statement  miti£?atin„  factors  will  be  considered  in 
of  Contingent  or  Other  Fees”  (December  1952  mitigating  lactors  will  De  conMu 

Ed.).  If  a  bidder  has  previously  furnished  making  such  determinations, 
a  completed  Standard  Form  119  (December  placement  of  a  firm  or  individual onw 
1952  Ed.)  to  the  office  issuing  this  invitation  list  will  be  for  the  purpose  of  protecting 
for  bids  (request  for  quotations),  he  may  the  interest  of  the  Government  and  not 
accompany  his  bid  with  a  signed  statement,  for  punishment. 

(a)  indicating  when  such  completed  form  _  . 

was  previously  furnished,  (b)  identifying  by  _  §  1001.601-4  Removal  offixv M 
number  the  previous  invitation  for  bids  or  individuals  on  list.  The  DCS/M,  nQ 
contract,  if  any,  in  connection  with  which  USAF,  will  remove  or  modify  current 
such  form  was  submitted,  and  (c)  repre-  debarments  and  suspensions  when  such 
senting  that  the  statement  in  such  form  is  action  is  deemed  appropriate,  upon  eta- 
applicable  to  this  bid.  sideration  of  all  available  evidence.  The 

§  1001.508  Enforcement.  Office  of  Inspection  (MCPI) ,  Directorate 

§  1001.508-1  Failure  or  refusal  to  fur -  of  Procurement  and  Production,  Hq 
nish  Standard  Form  119.  If  the  poten-  AMC,  will  maintain  a  continuing  review 
tially  successful  bidder  or  contractor,  of  the  cases  of  all  firms  and  individuals 
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taring  on  the  list  and  will  recom- 
Sfdtothe  DCS/M,  Hq  USAF,  the  re- 
Snval  or  modification  of  pending  de- 
r  .mpnts  and  suspensions  when  such 
is  deemed  appropriate.  Other 
“  “or  commands,  upon  belief  that  a 
Tharment  or  suspension  should  be  re¬ 
moved  or  modified,  will  forward  recom¬ 
mendations  for  same,  with  substantiat- 
wl  reasons,  through  the  Commander, 
Sc,  attn:  MCPI,  to  the  DCS/M,  Hq 
USAP,  for  consideration. 


s  1001.602  Basis  for  addition  of  firms 
and  individuals  on  list.  In  addition  to 
the  names  of  firms  or  individuals  in¬ 
cluded  in  the  list  as  provided  by  §  1.602 

(a)  (b),  (d)  and  (e)  of  this  title,  the 
Dcs/M,  Hq  USAP,  will,  upon  the  recom¬ 
mendation  of  the  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC,  deter¬ 
mine  whether  a  firm  or  individual  will  be 
administratively  debarred  or  suspended 
and  included  in  the  list  according  to 
i  1.602  (c)  or  (f )  of  this  title  as  the  case 
may  be.  » 

§1001.603  Treatment  to  be  accorded 
firms  or  individuals  in  debarred  or  in¬ 
eligible  status.  - 

§1001.603-1  Total  restrictions,  (a) 
The  DCS/M,  Hq  USAF,  may,  when  ap¬ 
propriate,  authorize  exceptions  to  the 
restrictions  outlined  in  §  1.603-1  (a)  of 
this  title  in  instances  where  firms  or 
Individuals  have  been  debarred  by  the 
Air  Fbrce.  MCPI  will  recommend  to 
DCS/M,  Hq  USAF,  action  to  be  taken 
on  connection  with  exceptions  to  re¬ 
strictions  when  such  action  is  deemed 
appropriate. 

(b)  DCS/M,  Hq  USAF,  will  determine, 
based  on  recommendations  of  MCPI, 
whether  it  is  in  the  best  interest  of  the 
Government  to  terminate  current  con¬ 
tacts  and/or  withhold  all  or  part  of 
funds  due  firms  and  individuals  appear¬ 
ing  on  the  list. 

(c)  DCS/M,  Hq  USAF,  will  request  the 
Air  Force  Finance  Center,  Denver,  Colo., 
to  notify  all  AF  finance  officers  to  with¬ 
hold  payments  when  such  action  is  con¬ 
sidered  appropriate. 


{ 1001.651  Supplemental  lists. 


§  1001.651-1  General.  Under  depart¬ 
ment  authority  of  §  1.307-2  of  this  title, 
all  major  commands  are  authorized  to 
establish  and  maintain  records  and  ex¬ 
perience  data  relative  to  firms  or  indi¬ 
viduals,  and  to  maintain  a  list  of  such 
firms  or  individuals  for  the  guidance  of 
contracting  officers  in  placing  new 
procurements. 


§  1001.651-2  AMC  experience  list. 
This  section  sets  forth  the  policies  and 
procedures  for  the  establishment  and 
operation  of  the  AMC  Experience  List. 

4a)  General.  (1)  The  AMC  Experi¬ 
ence  List  is  established  to  aid  procure¬ 
ment  personnel  in  determining  the  re¬ 
sponsibility  of  firms  or  individuals  con¬ 
cerning  the  placement,  administration, 
and  termination  of  contracts,  and  the 
approval  of  subcontracts,  as  to  source. 
In  regard  to  the  placement  of  contracts, 
the  AMC  Experience  List  is  considered 
to  be  in  consonance  with  §§  2.406-3  and 
3*101  (b)  of  this  title. 
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(2)  Hq  AMC  will  place  the  names  of  (2)  Price  redetermination,  and  target, 
firms  or  individuals  on  the  subject  list  reset  or  final  price  revision  under  in-i 
for  the  following  reasons:  centive  contracts,  will  be  considered 

(i)  Improper  or  undesirable  practices,  delinquent  when  the  contractor  without* 
The  name  of  a  firm  or  an  individual  will  justifiable  cause  fails  to  submit  adequate 
not  be  placed  on  the  list  unless  the  Gov-  "  information  according  to  the  time  sched-i 


ernment  has  suffered  injury  from  that 
firm  or  individual  in  a  contractual  rela¬ 
tionship.  Reasons  for  listing  may  in¬ 
clude  but  are  not  limited  to  the  follow¬ 
ing:  (a)  inadequate  quality  control,  (b) 
a  history  of  delinquent  deliveries  pro¬ 
vided  such  delinquencies  are  substantial 
and  within  a  reasonable  period  of  time 
preceding  the  determination  to  list,  and, 
provided  further,  such  delinquencies  are 
not  caused  by  acts  beyond  the  control  of 
the  contractor,  (c)  questionable  business 
ethics  or  sharp  business  practices  result¬ 
ing  in  greater  costs  to  the  Government, 
id)  inadequate  bookkeeping  or  account¬ 
ing  systems,  (e)  current  OSI  or  FBI 
investigation  reasonably  tending  to  es¬ 
tablish  a  violation  of  a  federal  statute, 
if)  reasonable  presumption  of  a  viola¬ 
tion  of  the  Gratuities  clause,  ig)  breach 
of  a  subordination  agreement  where  the 
Government  is  beneficiary,  and  ih)  any 
other  conduct  under  a  Government  con¬ 
tract  leading  to  a  substantially  increased 
administrative  burden  on  the  Govern¬ 
ment. 

(ii)  For  default  which  indicates  that 
the  contractor  was  grossly  negligent  and 
by  exercising  diligence  could  have 
avoided  the  default  cancellation. 

(b)  Use  of  the  list.  The  AMC  Expe¬ 
rience  List  is  intended  solely  to  alert 
procurement  personnel  to  proceed  with 
caution  in  dealing  with  those  firms  or 
individuals  carried  on  the  list.  The 
appearance  of  a  firm  or  individual  on 
the  list  will  not  require  mandatory  re¬ 
fusal  of  an  award,  nor  will  it  authorize 
procurement  personnel  to  omit  solici¬ 
tations  of  bids  or  proposals  from  such 
firms  or  individuals  or  to  discontinue 
termination  proceedings,  solely  by  reason 
of  the  inclusion  of  the  name  on  the  list. 

(c)  Approval  of  subcontracts  as  to 
source.  The  administrative  contracting 
officer,  who  is  concerned  with  source 
approval  action  for  subcontracts  (other 
than  firm  fixed-price)  according  to 
§  1054.203,  of  this  chapter,  is  responsible 
for  screening  the  proposed  subcontrac¬ 
tors  with  the  AMC  Experience  List. 

§  1001.651-3  Letter  contract,  price 
redetermination  and  contract  change 
notification  delinquency  list.  (See 
§  1001.350  (d).)  This  section  provides 
for  the  establishment  and  use  of  a  list 
of  contractors  who,  within  the  criteria 
listed  in  this  section,  are  delaying  with¬ 
out  justifiable  cause  the  definitization  of 
letter  contracts  and  contract  change  no¬ 
tifications,  or  the  completion  of  repricing 
actions. 

(a)  Criteria.  (1)A  letter  contract  will 
be  considered  delinquent  when  the  con¬ 
tractor  unduly  delays  submission  of  ade¬ 
quate  data  required  for  definitizing  the 
contract,  or  fails  to  negotiate  in  good 
faith.  A  letter  contract  cannot  be  con¬ 
sidered  delinquent  until  the  Air  Force  is 
in  possession  of  all  the  information  re¬ 
quired  for  definitization  with  the  excep¬ 
tion  of  necessary  contractor-furnished 
information. 


ule  and  other  terms  of  the  contract,  or’ 
fails  to  negotiate  in  good  faith. 

(3)  A  contract  change  notification 
(CCN)  will  be  considered  delinquent 
when  the  contractor,  without  justi-  i 
liable  cause  (as  determined  by  the  ad¬ 
ministrative  contracting  officer),  fails 
to  submit  a  quotation  covering  the  work 
directed  by  a  CCN  within  60  days  after 
the  issuance  of  a  CCN.  CCN’s  being 
held  pending  definitization  of  letter  con¬ 
tracts,  completion  of  price  redetermina- 
tion,  or  contract  termination  will  be  ex¬ 
cluded  from  this  report. 

(b)  Review  of  reports.  The  reporting 
activity  will  request  from  each  such  con¬ 
tractor  a  statement  of  justification  or 
corrective  action,  if  any.  Any  contrac¬ 
tor  who  does  not  show  just  cause  within 
10  days  will  be  placed  on  the  delinquency 
list  by  the  committee.  Statements  re¬ 
ceived  from  contractors  will  be  for¬ 
warded  by  the  reporting  activity  to 
MCPPPS.  The  names  of  contractors 
placed  on  the  list  will  be  consolidated 
by  MCPPPS  and  forwarded  to  the  Re¬ 
ports  and  Forms  Control  Branch 
(MCPAR)  for  publication  and  distribu¬ 
tion  to  all  AMC  procurement  activities. 

(c)  Use  of  the  list.  No  new  procure¬ 
ments  will  be  placed  with  any  contractor 
who  has  been  placed  on  the  consolidated  ' 
listing  until  that  contractor  has  been  re¬ 
moved  from  the  list  or  a  waiver  has  been 
obtained. 

SUBPART  T — ETHICAL  STANDARDS  OF 

Procurement  personnel 

§  1001.2003  Restrictions  on  present 
personnel. 

§  1001.2003-1  Unauthorized  receipt  of 
compensation — (a)  Bribes.  Military  and 
civilian  personnel  of  the  Air  Force  are 
prohibited  from,  and  may  subject  them¬ 
selves  to  criminal  penalty  by  asking,^ 
accepting,  or  agreeing  to  receive  as  a 
bribe  or  graft,  directly  or  indirectly,  any 
money,  contract,  or  other  thing  of  value, 
with  the  intent  to  have  any  of  their  offi¬ 
cial  decisions  or  actions  influenced 
thereby,  or  for  giving  to,  or  procuring 
or  aiding  to  procure  for  any  person,  a 
Government  contract  (62  Stat.  691,  694; 

18  U.  S.  C.  202,  216). 

(b)  Compensation  for  services  in  re¬ 
lation  to  proceedings  in  which  the  United 
States  is  interested.  Military  and  civil¬ 
ian  personnel  of  the  Air  Force  are  pro¬ 
hibited  from,  and  may  subject  them¬ 
selves  to  criminal  penalty  by,  receiving 
or  agreeing  to  receive  directly  or  indi¬ 
rectly,  compensation  for  service  rendered 
by  themselves  or  another  in  relation  to 
any  proceeding  or  claim  before  any  de¬ 
partment  or  agency,  where  the  United 
States  is  directly  or  indirectly  interested 
in  the  proceeding  or  claim  (62  Stat.  697; 
18  U.  S.  C.  281). 

(c)  Compensation  from  other  sources 
in  connection  with  Government  services. 
Military  and  civilian  personnel  are  pro¬ 
hibited  from,  and  may  subject  them¬ 
selves  to  criminal  penalty  by,  receiving 
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from  any  sources  other  than  the  Gov-  ^ 
eminent  any  compensation  in  connec¬ 
tion  with  Government  services  (62  Stat. 
793;  18  U.  S.  C.  1914).  Inductees  or 
reservists  called  into  the  Armed  Serv¬ 
ices,  however,  may  continue  to  receive 
income  from  their  former  employer  (§0 
U.  S.  C.,  App.  454  (f)). 

(d)  Payments  in  connection  with  mu¬ 
tual  defense  procurement.  Military  and 
civilian  personnel  are  prohibited  from, 
and  may  subject  themselves  to  criminal 
penalty  by,  soliciting,  accepting,  or  of¬ 
fering  to  accept  any  commission,  pay¬ 
ment,  or  gift  in  connection  with  the  pro¬ 
curement  of  equipment,  materials,  or 
services  under  the  Mutual  Defense 
Assistance  Act  of  1949,  as  amended  (63 
Stat.  720;  22  U.  C.  S.  1584) 

(e)  Gifts,  entertainment,  and  favors. 
Military  and  civilian  personnel  must  not 
accept  from  contractors  or  potential  con¬ 
tractors  gifts,  entertainment,  or  favors, 
no  matter  how  inconsequential,  of  a 
character  that  may  create  a  sense  of  a 
personal  obligation. 

§  1001.2003-2  Dealings  on  "behalf  of 
the  Government  with  individuals  or 
firms  as  to  which  private  interests  ex¬ 
ist — (a)  Pecuniary  interest.  Military 
and  civilian  personnel  of  the  Air  Force 
are  prohibited  from,  and  may  subject 
themselves  to  criminal  penalty  by,  trans¬ 
acting  business  as  officers  or  agents  of 
the  United  States  with  any  corporation, 
firm,  or  partnership  in  the  profit  of 
which  they  are  directly  .or  indirectly 
interested  (62  Stat.  703;  18  U.  S.  C.  434) . 

(b)  Dealings  with  future  employers  or 
associates.  Where  military  or  civilian 
personnel  of  the  Air  Force  have  arranged 
or  are  negotiating  for  their  subsequent 
employment  by,  or  association  with,  a 
firm  or  individual,  they  are  disqualified 
from  representing  the  Air  Force  in  deal¬ 
ings  with  such  firm  or  individual. 

(c)  Dealings  with  former  employers 
or  associates.  (1)  Military  and  civilian 
personnel  of  the  Air  Force  will  not  be  in 
direct  charge  of  negotiation,  or  exercise 
authority  for  the  final  approval,  of  any 
contract  with  any  firm  or  individual  if 
at  any  time  within  the  previous  2  years 
such  personnel  were  employed  by,  or  were 
engaged  in  substantial  nongovernmental 
business  dealings  with,  the  firm  or  indi¬ 
vidual  involved. 

(2)  The  Secretary  of  the  Air  Force 
may  make  exceptions  to  the  policy  of 
this  paragraph  (c)  where  he  considers 
the  application  of  the  policy  impractical 
or  as  not  serving  the  best  interests  of 
the  Government.  The  personnel  con¬ 
cerned  will  determine  whether  a  need 
exists  to  apply  for  an  exemption  in 
their  individual  cases. 

§  1001.2003-3  Private  activities  in 
conflict  with  Government  interest — 

(a)  Prosecution  of  claims.  Military  and 
civilian  personnel  of  the  Air  Force  may 
subject  themselves  to  criminal  penalty 
by  acting  as  an  agent  or  attorney  in 
prosecuting  any  claim  against  the  Gov¬ 
ernment  or  assisting  in  the  prosecution 
of  any  such  claim  other  than  in  the 
proper  discharge  of  official  duties  (62 
Stat.  697;  18  U.  S.  C.  283). 

(b)  Other  conflicts  of  interest.  Military 
and  civilian  personnel  of  the  Air  Force 
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must  refrain  from  any  other  private  bus¬ 
iness  or  professional  activity  which  would 
place  them  in  a  position  where  there  is 
a  conflict  between  their  private  interest 
and  the  public  interest  of  the  United 
States.  In  particular,  it  is  a  general  rule 
of  public  policy  that  the  Government 
should  not  contract  with  its  own  person¬ 
nel  unless  the  needs  of  the  Government 
cannot  reasonably  be  met  otherwise.  In 
any  case  where  AF  personnel  have  any 
financial  interests  in  any  business  entity, 
they  are  disqualified  from  representing 
the  Air  Force  in  dealings  of  any  kind 
with  such  entity.  Personnel  charged 
with  the  administration  of  §§  804.201  to 
804.205  of  this  chapter,  who  own  stock 
in,  or  are  officers  of,  an  insurance  com¬ 
pany,  must  scrupulously  avoid  negoti¬ 
ating  with  such  company  In  respect  to 
granting  authorization  to  solicit  sales. 
The  same  restriction  will  apply  in  the 
case  of  personnel  having  a  financial  in¬ 
terest  in  any  other  business  enterprise 
which  deals  with  AF  personnel  on  an 
individual  basis. 

(c)  Capitalization  of  information. 
Military  and  civilian  personnel  of  the 
Air  Force  must  not  engage  in  any  pri¬ 
vate  activity  which  makes  possible  the 
improper  capitalization  of  information 
gained  through  their  AF  position. 

(d)  Civil  employment  of  military  per¬ 
sonnel.  Officers  of  the  Air  Force  may 
not  be  employed  in  civil  works  or  in¬ 
ternal  improvements,  nor  be  permitted 
to  engage  in  the  services  of  any  corpora¬ 
tion  if  such  extra  employment  requires 
that  he  will  be  separated  from  his  or¬ 
ganization  or  interferes  with  the  per¬ 
formance  of  military  duty  (70 A  Stat. 
527;  10  U.  S.  C.  8544) .  No  enlisted  man 
in  the  active  service  of  the  United  States 
in  the  Air  Force  may  be  detailed,  or¬ 
dered,  or  permitted  to  leave  his  post  to 
engage  in  private  pursuits  for  hire  when 
the  same  will  interfere  with  the  cus¬ 
tomary  employment  and  regular  engage¬ 
ment  of  local  civilians  in  the  respective 
arts,  trades,  and  professions. 

§  1001.2003-4  Conduct  of  procure¬ 
ment  activities — (a)  Off -installation 
contractual  negotiations.  No  matter  of 
contractual  negotiations  will  be  con¬ 
ducted  at  hotels  or  at  any  points  away 
from  offices  of  the  initiating  or  nego¬ 
tiating  authority  without  permission  of 
the  chief  of  the  branch  or  unit  in  the 
division  or  office  concerned;  and  a  mem¬ 
orandum  will  be  made  of  the  persons 
present  and  subjects  discussed  at  such 
places. 

(b)  Dealings  with  present  or  former 
personnel  who  are  representing  private 
interests.  AF  procurement  personnel 
will  not  knowingly  deal  with  present 
personnel  who  are,  or  appear  to  be,  vio¬ 
lating  the  instructions  of  §  1001.2003-3, 
or  with  former  personnel  who  are  or 
appear  to  be  violating  the  instructions 
in  §  1001.2004.  Further,  if  AF  personnel 
have  doubt  about  the  propriety  of  deal¬ 
ing  with  former  personnel  whose  con¬ 
duct  does  not  appear  to  be  in  violation, 
of  §  1001.2004,  they  may  refer  the  mat¬ 
ter  to  higher  authority  for  decision. 

(c)  Interpretation  of  “claim”  and 
activities  related  to  claims.  The  term 
“claim,”  as  used  in  §§  1001.2003  and 
1001.2004*  refers  to  both  monetary  and 


nonmonetary  claims,  and  includes  th. 
assertion  of  defenses  against  Govern* 
ment  action  as  well  as  attempts  to 
cure  affirmative  action  from  the  Gov 
ernment.  In  deciding  whether  to  deal 
with  present  or  former  personnel  who 
are  representing  private  interest(s)  (*<* 
paragraph  (b)  of  this  section)  AF  peT  v 
sonnel  will  not  consider  the  restriction! 
in  §§  1001.2003  and  1001.2004  as  extend 
ing  to  activities  only  remotely  connected 
with  the  claims  in  question. 

§  1001.2004  Restrictions  on  former 
personnel.  All  former  personnel  who 
wish  to  represent  a  private  interest  to  the 
Air  Force,  are  required  to  submit  affl. 
davits  according  to  §  1001.2004-3  of  this 
subpart. 

§  1001.2004— 1  Former  civilian  per¬ 
sonnel:  Reserve  and  National  Guard 
officers  not  on  active  duty.  Former  ci¬ 
vilian  personel  of  the  Air  Force,  and 
reserve  and  National  Guard  officers  not 
on  active  duty  are  prohibited,  for  a 
period  of  2  years  after  their  separation, 
from  prosecuting  or  acting  as  counsel, 
attorney,  or  agent  for  prosecuting  any 
claim  against  the  United  States  which 
involves  any  such  matter  directly  con¬ 
nected  with  which  they  were  employed 
or  performed  duty.  Former  civilian  per¬ 
sonnel  are  also  prohibited  for  a  period 
of  2  years  after  their  separation  from 
soliciting,  accepting,  or  offering  to  ac¬ 
cept  any  commission,  payment  or  gift 
in  connection  with  the  procurement  of 
equipment,  materials,  or  services  under 
the  Mutual  Defense  Assistance  Act  of 
1949,  as  amended.  (68  Stat.  862;  22 
U.  S.  C.  1751.) 

§  1001.2004-2  Air  Force  and  other  re¬ 
tired  regular  officers,  (a)  Retired  regu¬ 
lar  officers  are  prohibited  from  taking 
part  in  the  prosecution  of  a  claim  against 
the  Government  involving  matters  with 
which  they  were  directly  connected  while 
on  active  duty. 

(b)  A  retired  regular  officer  of  the 
Army,  Navy,  Marine  Corps,  Air  Force, 
or  Coast  Guard,  or  a  retired  officer  of 
the  Coast  and  Geodetic  Survey  or  the 
Public  Health  Service,  is  subject  to  for¬ 
feiture  of  pay  for  the  2-year  period  fol¬ 
lowing  his  retirement  if,  for  himself  or 
for  others,  he  is  engaged  in  selling,  or  in 
contracting  or  negotiating  for  the  sale 
of  supplies  or  war  materials  to  any 
agency  of  the  Department  of  Defense, 
the  Coast  and  Geodetic  Survey,  or  the 
Public  Health  Service.  The  statute  in 
question  (section  1309  of  the  Supple¬ 
mental  Appropriation  Act,  1954,  57  Stat 
437 ;  5  U.  S.  C.  59c)  is  not  a  criminal  stat¬ 
ute,  but  it  plainly  shows  that  Congress 
intended  to  bar  retired  officers  in  the 
specified  categories,  during  the  first  2 
years  of  their  retirement,  from  selling 
supplies  to  any  of  the  uniformed  services. 
Such  retired  officers  will,  therefore,  be 
regarded  as  prohibited  from  engaging  in 
the  activities  described  in  this  part  for 
the  first  2  years  of  their  retirement. 

(c)  In  addition  to  the  foregoing,  Air 
Force  retired  regular  officers  are  prohib¬ 
ited  from:  (1)  taking  part  in  the  prose¬ 
cution  of  a  claim  against  the  Government 
involving  the  Air  Force  for  a  period  of 
2  years  following  retirement;  and  (2) 
contracting  or  negotiating  for  the  sale  of 
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-nvthing  to  the  Air  Force.  With  respect 
."paragraphs  (b)  and  (c)  (2)  of  this 
Action  the  prohibition  extends  beyond 
mere  bargaining  which  may  precede 
the  execution  or  the  modification  of  a 
wwitract  It  includes  any  direct  partici¬ 
pation  in  obtaining  a  contract  with  the 
rovernment  on  behalf  of  a  prospective 
rontractor.  However,  it  is  not  the  intent 
of  this  subchapter  to  preclude  a  retired 
officer  from  accepting  employment  with 
Private  industry  solely  because  his  em¬ 
ployer  is  a  contractor  with  the  Govern¬ 
ment  Therefore,  this  subchapter  should 
not  be  construed  as  applicable  to  activ¬ 
ities  which  are  only  remotely  connected 
vith  contractual  matters. 


§  1001.2004-3  Format  of  affidavit. 
All  affidavits  will  be  prepared  on  AFPI 
Form  34,  “Affidavit  for  Clearance  to 
Represent  Private  Interests. 


§  1001.2004-4  Filing  affidavit.  All 
affidavits  and  all  inquiries  pertaining 
thereto,  will  be  sent  directly  to  the  Com¬ 
mander,  AMC,  for  processing. 


§1001.2004-5  Scope  of  applicability. 
Letters  of  clearance  will  be  honored  at  all 
AF  installations  worldwide.  The  letter 
of  clearance  will  contain  any  restrictions 
Imposed  upon  former  personnel  and  will 
be  granted  for  the  sole  purpose  of  per¬ 
mitting  an  individual  to  represent  a 
private  interest  to  the  Air  Force.  It  does 
not  imply  a  right  to  enter  any  AF  in¬ 
stallation  or  to  receive  information  on 
any  matters  not  directly  connected  with 
the  purpose  for  which  the  clearance  was 
granted.  The  right  of  any  individual 
who  has  received  a  letter  of  clearance  to 
enter  any  AF  installation  is  subject  to  all 
regulations  promulgated  to  control 
visitors  at  the  AF  installation  concerned. 


SUBPART  U— INDUSTRY  ADVISORY 
COMMITTEES 

§1001.2100  Scope  of  subpart.  This 
subpart  states  for  all  procurement  activ¬ 
ities  of  the  Air  Force  the  position  of  the 
Department  of  Justice  on  whether  or  not 
participation  by  members  of  industry  in 
activities  of  industry  advisory  commit¬ 
tees  constitutes  a  violation  of  the  anti¬ 
trust  laws  of  the  United  States. 

§  1001.2102  Statement  of  position. 
As  a  general  rule,  decisions  of  the  neces¬ 
sity  for  the  formation  of  industry 
committees  to  advise  a  Government  de¬ 
partment  and  responsibility  for  forma¬ 
tion  of  these  committees  rest  with  the 
department  concerned.  To  minimize 
the  possibility  of  antitrust  law  violations, 
the  following  requirements  and  criteria 
will  be  fulfilled  in  organization  and  oper¬ 
ation  of  such  committees: 

(a)  There  must  be  statutory  authority 
for  the  employment  of  such  committees 
or  there  must  be  administrative  findings 
that  it  is  necessary  to  use  such  commit¬ 
tees  to  perform  certain  statutory  duties. 

(b)  Agenda  for  such  committees  and 
their  meetings  will  be  initiated  and 
formulated  only  by  the  Government. 

(c)  Meetings  to  be  held  will  be  at  the 
call  of  and  under  the  chairmanship  of 
full-time  Government  officials. 

(d)  Complete,  comprehensive  minutes 
of  each  meeting  will  be  kept. 

<e)  All  functions  of  such  committees 
will  be  purely  advisory  and  any  resultant 


action  to  be  taken  will  be  determined 
solely  by  Government  officials  or  their 
representatives. 

§  1001.2103  Limitations.  Activities 
maintained  in  strict  compliance  with  all 
requirements  of  §  1001.2102  will  not  be 
viewed  by  the  Department  of  Justice  as 
constituting  independent  violations  of 
antitrust  laws.  However,  all  partici¬ 
pants  in  such  activities  will  be  notified 
that  the  Department  of  Justice  retains 
the  right: 

(a)  To  institute  proceedings,  either 
civil  or  criminal,  or  both,  in  the  event  any 
particular  plan  or  course  of  action  re¬ 
sulting  from  organization  or  activities  of 
any  such  advisory  committee  is  used  in 
pccomplishment  of  unlawful  private 
ends. 

(b)  To  institute  civil  actions  to  enjoin 
continuance  of  any  acts  or  practices  in 
consequence  of  organization  or  activities 
of  any  such  advisory  committee,  which 
are  found  not  to  be  in  the  public  interest 
and  which  persist  or  continue  after 
notice  to  desist  is  issued  by  the  Depart¬ 
ment  of  Justice. 

§  1001.2105  Responsibility.  The  com¬ 
mander  of  every  AF  procurement  and 
contracting  activity  will: 

(a)  Investigate  the  organization  and 
activities  of  industry  advisory  commit¬ 
tees  currently  sponsored  or  participated 
in  by  his  activity,  to  determine  their 
compliance  with  all  requirements  stated 
in  this  subpart. 

(b)  Notify  all  participating  members 
of  such  industry  advisory  committees  of 
rights  reserved  by  the  Department  of 
Justice,  as  stated  in  §  1001.2103. 

(c)  Issue  instructions  which  he  deems 
necessary  to  insure  compliance  with  all 
requirements  of  this  subpart  by  personnel 
of  his  activity  insofar  as  contemplated 
future  industry  advisory  committees  are 
concerned. 


Part  1002 — Procurement  by  Formal 
Advertising 

Sec. 

1002.000  Scope  of  part. 

Subpart  A — Use  of  Formal  Advertising 

1002.102  Use  of  formal  advertising. 

Subpart  B — Solicitation  of  Bids 

1002.201  Preparation  of  forms. 

1002.201- 51  Option  clauses. 

1002.202  Methods  of  soliciting  bids. 

1002.202- 4  Publishing  in  newspapers. 

1002.202- 50  Distribution  of  invitation  for 
bids. 

1002.204  Bidders’ mailing  lists. 

1002.204- 1  General. 

1002.204- 5  Excessively  long  bidders’  mailing 
lists. 

1002.204- 53  Requests  from  foreign  entitles 
for  information  as  to  acquisition  of  pro¬ 
duction  and  sales  rights  to  United  States 
military  end  items. 

1002.250  Price  escalation  for  basic  steel, 
aluminum,  brass,  bronze  or  copper  mill 
products. 

1002.251  Amendments  to  invitations  for 
bids. 

1002.252  Information  to  be  furnished  pros¬ 
pective  bidders. 

1002.253  Assistance  not  to  be  rendered. 

Subpart  C — Submission  of  Bids 

1002.301  Method  of  submission. 

1002.302  Time  of  submission. 

1002.303  Modification  or  withdrawal  of  bids. 


Subpart  D— Opening  of  Bids  and  Award  of 
Contract 

Sec. 

1002.401  Opening  of  bids. 

1002.402  Recording  of  bids. 

1002.403  Rejection  of  bids. 

1002.403- 50  Rejection  of  bids  because  of 
internal  administrative  Air  Force  Diffi¬ 
culties. 

1002.403- 51  Samples. 

1002.403- 52  Descriptive  literature. 

1002.404  Minor  informalities  or  irregular¬ 
ities  in  bids. 

1002.405  Mistakes  in  bids. 

1002.405- 1  Obvious  or  apparent  mistakes  of 
a  clerical  nature. 

1002.405- 2  Mistakes  disclosed  after  opening 
and  prior  to  award  other  than  obvious  or 
apparent  mistakes  of  a  clerical  nature. 

1002.405- 3  Disclosure  of  mistakes  after 
award. 

1002.406  Award. 

1002.406- 1  Responsible  bidder. 

1002.406- 2  Discounts. 

1002.406- 3  Other  factors  to  be  considered. 

1002.406- 4  Equal  low  bids. 

1002.406- 5  Statement  and  certificate  of 
award. 

1002.407  Information  to  bidders. 

1002.408  Synopses  of  contract  awards. 
1002.408-50  Preparation  and  transmittal  of 

synopses. 

1002.450  Distribution  of  bids  and  abstracts. 

Subpart  E — Qualified  Products 

1002.503  Qualification  of  products. 

1002.503- 1  Opportunity  to  qualify. 

1002.504  Qualified  products  lists. 

1002.504- 50  Extension  of  qualification. 

1002.505  Procurement  of  qualified  products. 

1002.505- 2  Solicitation  of  bids. 

Subpart  T — IFB  Provisions 

1002.2002  Special  schedule  descriptions. 

1002.2002- 1  General. 

1002.2002- 2  Sample  schedule  description 
limited  to  qualified  products. 

1002.2002- 3  Sample  schedule  description  of 
an  “or  equal"  item. 

1002.2002- 4  Sample  schedule  description 
where  first  article  approval  is  required. 

1002.2002- 5  Schedule  description  where 
production  sample  is  required. 

1002.2002- 6  Sample  schedule  description 
where  special  maintenance  tools  and 
test  equipment  are  being  procured. 

1002.2002- 7  Sample  schedule  description 
where  table  250  drawings  and  data  list 
are  required.  • 

1002.2002- 8  Sample  schedule  description 
where  technical  data  based  on  MCMTT 
Exhibit  No.  1-5  is  required. 

1002.2002- 9  Sample  schedule  description 
where  item  identification  data  is  re¬ 
quired  with  physical  articles  only. 

1002.2002- 10  Sample  schedule  description 
where  spare  parts  are  required. 

1002.2002- 11  Sample  schedule  description 
providing  for  alternate  bids,  f.  o.  b.  des¬ 
tination  or  f.  o.  b.  carrier’s  equipment. 

1002.2003  Special  contract  provisions. 

1002.2003- 1  General. 

1002.2003- 2  Required  delivery  schedules. 

1002.2003- 3  Qualification  of  bidders. 

1002.2003- 4  Samples. 

1002.2003- 5  Descriptive  literature. 

1002.2003- 6  Alternate  bids. 

Authority  :  §§  1002.000  to  1002.2003-6 

issued  under  sec.  8012,  70A  Stat.  488;  10 
U.  S.  C.  8012.  Interpret  or  apply  secs.  2301- 
2314,  70A  Stat.  127-133;  10  U.  S.  C.  2301-2314. 

§  1002.000  Scope  of  Part.  In  recogni¬ 
tion  of  the  fact  that  formal  advertising 
is  the  basic  method  of  procurement  by 
the  Government,  this  part  gives  detailed 
guidance  to  Air  Force  procurement  per¬ 
sonnel  for  adapting  formal  advertising 
procedures  to  use  in  fulfilling  as  many 
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RULES  AND  REGULATIONS 


stances  in  Justification  of  negotiation  cost  of  such  work  or  items  may  be  so  hieh 

that  the  Government’s  interest  will  n! 
quire  procurement  of  a  lesser  quantitv 
Similarly,  the  Invitation  for  Bids  may  r&! 
quest  alternate  bids  in  situations  where 
two  different  items  will  be  equally  ac 
ceptable  to  the  Government  depending 
upon  relative  price.  (See  §  1002.2005-6) 
However,  alternate  bids  which  are  au. 
thorized  in  the  IFB  must  be  stated  with 
a  reasonable  degree  of  preciseness  to  as¬ 
sure  that  the  same  degree  of 
is  obtainable  on  the  alternate  bids  cg7 
obtainable  on  the  basic  item  described  " 
(e)  General  provisions  or 


In  particular,  subpart  T  of  this  part  sets  are  clear  and  convincing, 
forth  many  examples  of  special  provi-  (d)  Classified  procurements.  Formal 
sions  which  may  be  incorporated  in  In-  advertising  will  be  used  for  classified  pro- 
vitations  for  Bids  to  assure  that  the  Gov-  curements  when  the  Government’s  inter- 
ernment’s  requirements  will  be  fully  met  est  will  be  better  served  for  reasons  of 
and  at  the  same  time  preserve  the  bene-  enlarged  competition  and  opportunities 
fits  of  full  and  free  competition  which  for  small  business,  after  giving  due  con- 
are  inherent  in  formal  advertising.  sideration  to  security  requirements  with 

.e.K./*  reference  to  the  data  supplied  to  bidders. 
subpart  a  U.E  of  fot.mal  advertising  otherwise,  classified  procurements  wili 

§  1002.102  Use  of  formal  advertising —  be  negotiated  pursuant  to  10  U.  S.  C. 

(a)  Statutory  requirement.  10  U.  S.  C.  2304  (a)  (12).  Invitations  for  Bids  for 
2304  (a)  provides  that  all  contracts  for  classified  procurements  will  be  made 
supplies  or  services,  with  certain  stated  available  only  to  properly  cleared  repre¬ 
exceptions,  shall  be  made  by  formal  ad-  sentatives  of  concerns  invited  to  bid  on 
vertising.  (See  Subpart  B,  Part  3,  Chap-  classified  work, 
ter  I  of  this  title  and  Subpart  B,  Part  _.ne 

1003  of  this  chapter  for  discussion  of  the  subpart  b— solicitation  of  b,ds 

exceptions.)  §  1002.201  Preparation  of  forms — (a) 

(b)  House  of  Representatives  Report.  Formal  specifications.  Every  item  on  an 
The  House  Committee  on  Armed  Serv-  IFB  which  is  covered  by  drawings,  plans, 
ices,  section  2  (e)  of  House  Report  No.  or  specifications  will  contain  a  reference 
1688  (84th  Congress,  2nd  Session,  Jan-  to  all  applicable  drawings,  plans,  and 
uary  1956)  accompanying  H.  R.  8710,  has  specifications.  (See  §1001.305  of  this 
stated  as  follows:  chapter  for  a  listing  of  the  various  types 

The  amendment  adds  a  new  subsection.  specifications  in  order  of  preference.) 

In  it,  we  have  stated  positively  the  intention  At  least  one  copy  of  each  referenced 
of  Congress  that  all  procurement  shall  be  by  drawing,  plan,  or  specification  will  be  on 
advertised  bidding.  We  have  said,  in  clear  file  at  the  AF  installation  which  issues 
language,  that  none  of  the  exceptions  the  IFB  prior  to  such  issuance.  When 
2  (C)  (l)  through  (17)  shall  be  used  by  the  bi(js  are  invited  on  an  item  to  be  supplied 
agency  head  unless  the  facts  and  circum-  according  to  drawings,  plans,  or  specifi- 

conXctM  are  cations.  and  when  distribution  to  pro- 

We  mean  by  this  that  "borderline"  cases  or  spective  bidders  of  the  applicable  draw- 
“Grey  areas,”  as  they  are  sometimes  referred  ingS,  plans,  and  specifications  with  the 
to,  and  any  case  in  doubt  or  uncertainty  shall  IFB  (pursuant  to  §  2.201  (d)  (i)  of  this 
be  resovled  in  favor  of  advertised  competitive  title)  or  upon  request  (pursuant  to 
bidding  and  not  by  resorting  to  these  17  ex-  §  2.201  (d)  (ii)  of  this  title),  is  impracti- 
ceptions.  cable,  the  IFB  will  state  the  exact  mail- 

The  Comptroller  General,  in  his  vigilant  j  address  of  all  locations  where  the 
examination  of  the  operation  of  this  Act  and  TT-fL _ 

of  procurement  practices  generally,  will,  as  IFB*  containing  a  Complete  set  of  diaw- 
the  agent  of  Congress,  be  fully  advised  and  inSS,  plans,  and  specifications,  Will  be 
fortified  by  this  firm  expression  of  congres-  available  for  public  display  and  exami- 
sional  intent.  And  moreover,  no  agency  head  nation. 

can  now  be  in  any  doubt  whatsoever  as  to  (b)  Item  description  when  no  specifi- 
what  Congress  expects  of  him.  We  cannot  cation  is  available.  If  the  item  to  be 
bev^°nr^ciiCtiaf  +y,o  +roT,H  cv,Qn  procured  is  not  covered  by  an  authorized 

advertised  competitive  procurement  and  that  drawing,  plan,  or  specification,  and  pi  ep- 
advertised  competitive  procurement  will  be  aration  of  such  data  is  not  feasible,  a 
the  rule,  that  in  every  case  in  which  the  description  will  be  prepared  and  used 
agency  head  or  his  subordinates  look  toward  containing  all  of  the  essential  require- 
the  exceptions  of  the  Act,  they  are  met  with  ments  to  be  met  by  the  item, 
the  expression  of  congressional  intent  in  this  (c)  "0r  equal  descriptions ”.  The  use 
act,  as  amended,  that  what  they  do  must  be  0~110  v>  moiT  „ 

supported  by  a  justification  which  is  both  of  a  named  product  or  equal  may  be  a 
clear  and  convincing.  And  the  Congress  will  necessary  technique  in  piocuiement  on 
examine  the  findings  that  are  required  under  some  occasions.  When  the  or  equal 
the  act,  from  time  to  time,  to  determine  procedure  is  used,  bidders  must  be  given 
whether  this  mandate  is  being  followed.  We  the  opportunity  to  offer  substitute  items, 
are  determined  that  the  trend  which  and  such  substitute  items  need  not  be 
prompted  this  inquiry,  shall  be  reversed.  exact  duplicates  of  those  products  named. 

(c)  Air  Force  policy.  (1)  The  Air  Rather,  such  items  will  be  considered 
Force  policy  is  to  use  formal  advertising  acceptable  if  they  will  perform  the  func- 
procedures  whenever  possible  notwith-  tions  needed  by  the  Government  in 
standing  the  existence  of  a  negotiation  essentially  the  same  manner  as  the 
authority  under  10  U.  S.  C.  2304  (a)  and  specified  products.  When  the  “or  equal” 

Subpart  B,  Part  3,  Chapter  I  of  this  title  provision  is  used,  three  commercial  prod- 
and  Subpart  B,  Part  1003  of  this  Chapter,  ucts  will  be  listed  as  part  of  the  descrip- 
Thus  negotiation  authority  will  be  used  tt°ns  unless  this  is  impossible, 
only  when  the  facts  and  circumstances  of  (d)  Description  of  authorized  alter- 
the  procurement  clearly  indicate  the  nafe  bids r.  The  JFB [may  request  that  al-  journals  for  the 
need  to  use  the  authority.  te/nate  bld?.  be  submitted  on  the  basis  L 

f.  ..  ..  ..  of  several  different  items  or  qualities  of  Standard  Form  20, 

/?>  Bet°re  ‘he  negotiation  authority  material.  (or  example,  where  the  Gov- 
of  5>  s>  3.202  oi  3.210  of  this  title  is  used,  ernment  wants  to  use  a  specific  grade  of 
officials  approving  determinations  and  material  but  the  bids  for  that  grade  may 
findings  will  satisfy  themselves  that  for-  be  so  high  as  to  require  the  use  of  less 
mal  advertising  procedures  cannot  be  expensive  material,  or  where  the  Govern- 
used  without  detriment  to  the  Govern-  ment  wishes  to  have  a  certain  quantity 
ment,  and  that  the  facts  and  circum-  of  work  done,  or  items  delivered,  but  the 


competition 
'  i  as  is 

condition 

(1)  The  IFB  will  include  general  provi. 
sions  according  to  the  appropriate  sub¬ 
part  of  Part  1007  of  this  chapter,  and  any 
special  conditions  necessary  to  describe 
the  Government’s  requirements  fully 
silch  as,  but  not  limited  to,  the  following’ 

(1)  Kind  of  packing  required. 

(ii)  Special  marking  of  packages,  box- 
es,  invoices,  etc. 

(iii)  Conditions  of  inspection, 

(iv)  Special  factors  to  be  used  in  eval¬ 
uation  of  bids  covering  such  areas  as 
quality,  qualifications  and  experience  of 
bidders,  financial  and  technical  ability, 
cost  of  inspection,  etc. 

See  Subparts  A  and  T  of  this  part. 

(2)  IFB’s  for  the  disposal  of  edible 
garbage  will  also  contain  the  following 
provision: 

Prior  to  award  the  bidder  agrees  to  furnish 
a  certification  from  an  Animal  Disease  Erad¬ 
ication  Branch  representative  of  the  U.  8. 
Department  of  Agriculture  that  he  possesses 
adequate  and  approved  garbage  sterilization 
equipment.  In  the  event  of  an  acceptance  oi 
his  bid  by  the  Government,  the  bidder  war¬ 
rants  that  all  garbage  received  under  the 
contract  will  be  sterilized  not  less  than  30 
minutes  at  212°  F.  before  being  fed  to  swine. 

§  1002.201-51  Option  clauses.  Con¬ 
tracts  resulting  from  formal  advertise¬ 
ment  may  contain  provisions  reserving 
to  the  Government  for  a  specified  time 
an  option  to  accomplish  additional  pro¬ 
curement  under  the  contract  (see,  for 
example,  §  1007.4026  of  this  chapter). 
These  options  are  of  twro  general  types: 
an  option  to  procure  additional  supplies 
or  services  during  the  fixed  life  of  the 
contract;  and  an  option  to  extend  the 
life  of  the  contract.  The  exercise  of 
either  type  of  option  is  considered  to  be 
a  new  procurement.  This  is  because  un¬ 
der  the  basic  contract  the  contractor  is 
not  obligated  to  furnish  the  supplies  or 
services  covered  by  the  option,  but  only 
to  keep  the  option  open  for  the  time  spec- 
The  contractor  becomes  obligated 
to  furnish  the  supplies  or  services  cov¬ 
ered  by  the  option  only  when  and  if  the 
Government  exercises  the  option. 

§  1002.202  Methods  of  soliciting  bids. 
Copies  of  unclassified  IFB’s  for  construc¬ 
tion  projects  may  be  furnished  to  trade 
journals  for  the  construction  field. 
Copies  of  such  IFB’s  may  consist  of 
‘Invitation  for  Bids 
(Construction  Contract) ,”  and  Standard 
Form  21,  “Bid  Form  (Construction  Con¬ 
tract)  .”  Where  IFB’s  call  for  unit  prices 


applicable  schedule  sheet  (Schedule  “C”) 
may  also  be  furnished.  Drawings,  speci¬ 
fications,  general  and  special  provisions 
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fill  not  be  furnished  to  such  trade 
journals- 

*1002.202-4  Publishing  in  newspa- 
*  Paid  advertisements  in  news- 
Jfntfs  will  be  used  in  connection  with 
^disposition  of  disposable  property  by 
«le  If  time  will  permit,  the  publica¬ 
tion  of  essential  details  of  IFB’s  in  news¬ 
papers  (paid  advertisements)  may  be 
authorized  as  shown  in  this  section, 
then  necessary  to  obtain  effective  com¬ 
mon,  or  in  view  of  the  quantity, 
Lracter,  or  value  of  the  supplies  or 
services  to  be  procured. 

(b)  Insertions  and  limitations  there - 
m  Ordinarily,  advertisements  will  be 
riven  six  insertions  in  daily  or  four  in 
weekly  papers.  When  more  than  10  days 
are  to  intervene  between  the  date  of  the 
first  publication  and  the  date  of  opening 
bids,  those  in  the  daily  newspapers  in¬ 
viting  bids  will  at  once  be  given  four 
consecutive  insertions,  and  immediately 
before  the  date  of  opening  two  consecu¬ 
tive  insertions.  In  construction  pro j  ects, 
such  insertions  will  be  placed  in  suffi¬ 
cient  time  prior  to  the  date  of  opening 
to  allow  interested  bidders  to  obtain 
plans  and  specifications  and  prepare 
bids.  In  case  of  emergency  advertise¬ 
ments  may  be  given  one  or  more  inser¬ 
tions,  as  time  and  circumstances  permit. 

§1002.202-50  Distribution  of  invita¬ 
tion  for  bids — (a)  Unclassified  invita¬ 
tions.  (1)  One  copy  of  each  invitation 
for  bids  (IFB)  and  one  copy  of  each 
amendment  to  an  IFB  will  be  sent  on 
the  date  issued  directly  to: 

Procurement  Information  Center, 

Office  of  the  Deputy  Chief  of  Staff  for  Logis¬ 
tics, 

[  Department  of  the  Army, 

Room  732,  Old  Post  Office  Building, 

Washington  25,  D.  C. 

The  Procurement  Information  Center  is 
maintained  for  the  public  display  of 
IFB’s  issued  by  the  Army  and  the  Air 
Force. 

(2)  Copies  of  each  IFB  will  be  dis¬ 
tributed  to  persons  or  firms  on  the  ap¬ 
propriate  bidders’  mailing  list,  selected 
according  to  §  1002.204.  Copies  of  IFB’s 
will  be  supplied  to  additional  sources 
upon  submission  of  AFPI  Form  2B, 
“Request  for  Bid  Set.” 

(3)  Bid  sets  will  be  furnished  to  Gov¬ 
ernment-owned  manufacturing  estab¬ 
lishments  as  applicable. 
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§  1002.204  Bidders'  mailing  lists. 

§  1002.204-1  General.  The  bidders’ 
mailing  list  is  a  list,  index,  file,  or  any 
other  form  of  record  of  the  names  of 
suppliers  who  are  believed  to  be  poten¬ 
tial  bidders  on  the  requirements  of  the 
Air  Force. 

(a)  Basic  policies — (1)  Advertised 
procurement.  It  is  mandatory  that  the 
complete  list  be  obtained  by  the  con¬ 
tracting  officer.  The  selection  of  sources 
from  the  list  will  be  at  the  discretion  of 
the  contracting  officer,  but  will  be  in 
consonance  with  §  1.302-4  (b)  (iii)  of 
this  title. 

(2)  Negotiated  procurement.  It  is 
mandatory  that  the  complete  “list”  be 
obtained  by  the  contracting  officer  for 
procurement  of  supplies  and  services  es¬ 
timated  to  cost  $10,000  or  more  unless 
the  procurement  is  to  be  placed  on  an 
authorized  selected-source  basis.  The 
selection  of  sources  from  the  list  will  be 
at  the  discretion  of  the  contracting  offi¬ 
cer,  but  will  be  in  consonance  with 
§  1.302-4  (b)  (iii)  of  this  title. 

(b)  Augmenting  lists — (1)  Policy. 
Contracting  officers  may  add  names  and 
mailing  addresses  to  the  bidders  “list.” 
AF  small  business  specialists  may  add 
names  and  addresses  to  those  selected  by 
the  contracting  officer  for  solicitation, 
and  such  additions  will  include  any  that 
may  be  furnished  by  Small  Business  Ad¬ 
ministration  (SBA)  representatives. 

(2)  Sources.  The  bidders’  mailing  list 
may  be  augmented  in  special  instances 
on  new  items  of  procurement.  The  sup¬ 
plier  so  listed  in  advance  will  be  re¬ 
quested  to  confirm  the  listing  by  filing 
Standard  Form  129,  “Bidder’s  Mailing 
List  Application.”  If  the  supplier  fails 
to  furnish  the  application  requested,  his 
name  may  be  removed  from  the  list. 

(c)  Local  purchase  use  of  AM  A  or  AF 
depot  lists.  Where  an  AF  depot  activity, 
having  centralized  procurement  respon¬ 
sibility,  administratively  determines  that 
an  item  or  items  normally  procured  by 
an  AMA  or  AF  depot  will  be  purchased 
by  a  local  purchase  activity  and  specific 
authority  for  such  action  subsequently  is 
delegated,  the  local  purchase  activity 
receiving  such  authority  has  the  respon¬ 
sibility  of  soliciting  bids  necessary  to 
assure  full  and  free  competition  as 
prescribed  by  §  2.102  of  this  title. 

(d)  Identification  of  surplus  dealers. 


manifestly  in  the  Government’s  best  in¬ 
terest  to  consider  carefully  the  adminis¬ 
trative  costs  of  each  purchase  in  relation 
to  the  dollar  value  of  the  articles  or  serv¬ 
ices  being  procured  to  achieve  maximum 
economy  in  procurement.  On  all  items 
having  local  supply  characteristics  (such 
as  sand  and  gravel) ,  bids  might  accord¬ 
ingly  be  solicited  only  in  the  geographic 
area  where  performance  can  be  expected. 
Thus,  use  of  the  bidders’  mailing  list 
should  be  on  a  basis  that  will  promote 
the  development  of  the  maximum  com¬ 
petition  commensurate  with  the  dollar 
value  of  the  purchase  to  be  made;  and 
the  degree  of  use  of  the  entire  mailing 
list  in  any  case  will  be  as  broad  as  is 
compatible  with  efficiency  and  economy 
in  securing  adequate  competition,  as  re¬ 
quired  by  law.  (See  I  2.204-5  of  this 
title.) 

§  1002  ?0A-5  Excessively  long  bidders' 
mailing  lists.  The  administrative  cost 
of  mailing  and  later  evaluating  hundreds 
of  IFB’s  is  often  prohibitive.  Following 
are  two  procedures  which  may  be  used 
in  relation  to  a  snecific  procurement  to 
provide  a  reduced  bidders’  mailing  list. 

(a)  Bidders’  mailing  lists  may  be  ro¬ 
tated,  but  to  do  so  will  require  consider¬ 
able  judgment  on  the  part  of  the  con¬ 
tracting  officer  as  to  size  of  transaction 
where  rotation  is  justifiable.  The  follow¬ 
ing  factors  must  be  considered  in 
rotating  the  bidders’  mailing  list:  The 
interests  of  small  business  concerns,  the 
existence  of  surplus  labor  areas,  the  ade¬ 
quacy  of  the  curtailed  list,  and  the  best 
interest  of  the  Government.  In  those 
instances  where  the  entire  bidders’  mail¬ 
ing  list  is  not  used,  the  reduced  list  will 
contain  the  names  of  sufficient  small 
business  concerns  to  maintain  the  pro 
rata  percentage  between  large  and  small 
business  as  established  by  the  entire  list. 
This  procedure  does  not  preclude  con¬ 
sideration  of  bids  received  from  bidders 
who  were  originally  not  invited  to  bid. 

(b)  In  lieu  of  forwarding  complete 
bid  sets  in  the  first  instance,  the  method 
known  as  “pre-invitation  notices”  may 
be  used.  Following  is  the  procedure: 
(1)  Accomplish  AFPI  Form  2  “IFB  In¬ 
formation”  (post  card),  (2)  attach  the 
schedule  sheet  of  the  IFB  which  will 
contain  the  complete  item  description 
and  condensation  of  other  essential  in¬ 
formation  from  IFB  to  provide  the  po- 


(4)  Copies  of  unclassified  IFB’s  for  IS'”5 '  tential  suppliers  with  an  intelligent  basis 


construction  projects  may  be  furnished 
to  trade  journals  for  the  construction 
field.  (See  §  1002.202-1  (e) .) 

(5)  Copies  of  IFB’s  for  both  housing 
ind  off-site  utility  construction  projects 
till  be  sent  on  date  issued  to: 

Headquarters  USAF, 

family  Housing  Division,  AFCIE, 

Washington  25,  D.  C. 

(b)  Classified  invitations.  For  in¬ 
structions  on  the  distribution  of  classi¬ 
fied  documents,  instead  of  sending  a 
copy  of  the  invitation  to  the  Procure¬ 
ment  Information  Center  as  set  forth  in 
Paragraph  (a)  (1)  qf  this  section  for  un- 
i  classified  invitations,  a  letter  will  be  sent 
|  to  that  office,  in  substance  as  follows: 

This  Office  has  issued  Invitation  for  Bids 


placed  on  a  bidders’  mailing  list,  the 
words  “Surplus  Dealer”  will  be  placed  di¬ 
rectly  beneath  the  name  of  the  firm. 
See  Subpart  O,  Part  1053  of  this  chapter 
for  additional  material  concerning  sur¬ 
plus  dealers. 

(e)  Synopses.  In  addition  to  the  oper¬ 
ation  of  bidders’  mailing  lists,  the  facili¬ 
ties  of  the  Department  of  Commerce  for 
the  dissemination  of  synopses  of  pro¬ 
posed  procurements  will  be  used  accord¬ 
ing  to  AF  procedures  to  make  more 
widely  available  to  all  business  enter¬ 
prises  (and  particularly  small  business 
concerns  and  concerns  in  labor-surplus 
areas)  public  notice  of  procurement  in¬ 
formation  sufficiently  in  advance  of  bid 
closing  date  to  insure  the  broadest  par- 


dated  . __ ticipation  of  qualified  suppliers. 


tote  to  be  opened  on  . . . ,  (f )  Limits  on  use.  In  connection  with 

Mer  classified  project  No. . .  the  use  of  the  bidders’  mailing  list,  it  is 


for  judging  whether  he  has  an  interest 
in  the  procurement  and  (3)  mail  to  all 
potential  suppliers  on  the  bidders’  mail¬ 
ing  list.  Drawings,  plans,  and  specifica¬ 
tions  will  not  normally  be  furnished  with 
the  pre-invitation  notice  but  will  be  fur¬ 
nished  at  the  time  the  IFB  is  mailed. 
Upon  receiDt  of  the  replies  to  such  notifi¬ 
cation  within  the  specified  time  estab¬ 
lished  in  the  AFPI  Form  2,  bid  sets  will 
be  sent  to  those  suppliers  who  have  indi¬ 
cated  an  interest  in  the  procurement. 
It  is  of  utmost  importance  that  the  re¬ 
turn  date  of  AFPI  Form  2  be  sufficiently 
in  advance  of  the  mailing  date  of  the 
IFB  to  permit  an  accurate  estimate 
of  the  number  of  bid  sets  required. 
This  procedure  is  particularly  adapt¬ 
able  to  major  purchasing  activities  where 
lengthy  IFB’s  and  long  bidders’  mailing 
lists  are  common  and  is  also  recom- 
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mended  for  RFP’s  where  the  same  cir¬ 
cumstances  exist. 

§  1002.204-53  Requests  from  foreign 
entities  for  information  as  to  acquisition 
of  production  and  sales  rights  to  United 
States  military  end  items,  (a)  It  is  AF 
policy  to  assist  potential  foreign  pro¬ 
ducers  of  AF  military  end  items  to  iden¬ 
tify  the  United  States  qualified  produc¬ 
tion  sources.  Whenever  a  foreign  pro¬ 
duction  source  (either  a  friendly  foreign 
government  or  a  private  entity  of  a 
friendly  foreign  government)  requests 
information  on  the  appropriate  proce¬ 
dures  to  be  followed  in  acquiring  produc¬ 
tion  or  patent  rights  to  an  AF  military 
end  item,  it  is  deemed  essential  that  AF 
personnel  provide  a  complete  list  of 
United  States  military  department 
sources,  together  with  addresses,  as 
expeditiously  as  possible. 

(b)  AF  personnel  initially  contacted 
by  the  foreign  entity  will  assist  the  in¬ 
quirer  in  identifying  each  AF  item  by 
stock  number  and  nomenclature  desig¬ 
nation.  In  addition,  the  offshore  unit 
will  determine  the  AF  activity  which  has 
procurement  responsibility  of  each  item 
and  advise  the  inquirer  to  write  directly 
to  the  director  of  procurement  and  pro¬ 
duction  of  that  activity. 

(c)  Upon  receiving  such  requests,  the 
appropriate  AF  activity  within  the  con¬ 
tinental  United  States  will: 

(1)  Secure  a  complete  list  of  United 
States  military  sources  together  with  ad¬ 
dresses  presently  on  record  at  that  activ¬ 
ity  for  the  item  involved. 

(2)  Send  this  list  directly  to  the  for¬ 
eign  entity  and  advise  the  foreign  poten¬ 
tial  producer  to  contact  the  United 
States  source (s)  direct.  This  letter  will 
be  substantially  as  follows: 

Forwarded  herewith  as  per  your  request  is 
a  list  of  United  States  military  sources  pres¬ 
ently  on  record  at  this  activity  as  United 
States  manufacturers  of  (item). 

Inasmuch  as  the  ultimate  decision  insofar 
as  patient  rights  and  technical  assistance  ar¬ 
rangements  are  concerned,  rests  with  the 
owner  of  the  patents  which  may  be  involved 
and  the  United  States  producers  of  the  item, 
no  commitment  is  made  on  behalf  of  the 
United  States  Government. 

If  further  information  is  desired,  it  is  re¬ 
quested  .that  the  attached  list  be  utilized 
for  contacting  the  United  States  manufac¬ 
turers  direct. 

(3)  No  other  information  will  be  re¬ 
leased  to  a  foreign  entity  without  the 
approval  and  coordination  of  the  local 
office  of  the  staff  judge  advocate. 

(d)  At  the  same  time  the  list  is  for¬ 
warded,  each  United  States  producer 
whose  name  has  been  included  on  the  list 
will  be  advised  of  the  inquiry.  Since  the 
ultimate  decision,  insofar  as  patent 
rights  and  technical  assistance  are  con¬ 
cerned,  rests  with  the  owner  of  the 
patents  which  may  be  involved  and  the 
United  States  producer(s)  of  the  item, 
no  position  will  be  taken  in  this  respect 
and  no  commitments  made  on  behalf  of 
the  United  States  Government.  This 
letter  will  be  substantially  as  follows: 

It  is  the  policy  of  the  Department  of  the 
Air  Force  to  assist  potential  foreign  pro¬ 
ducers  of  Air  Force  military  end  items  to 
identify  the  United  States  qualified  produc¬ 
tion  sources. 


Pursuant  to  this  policy  your  company’s 
name  has  been  forwarded  to  (foreign  en¬ 
tity’s  name  and  address)  as  per  their  re¬ 
quest  as  a  producer  of  (item  description). 

Inasmuch  as  the  ultimate  decision,  insofar 
as  patent  rights  and  technical  assistance  ar¬ 
rangements  are  concerned,  rests  with  the 
owner  of  the  patents  which  may  be  involved 
and  the  United  States  producers  of  the  item, 
no  commitments  can  be  or  were  made  on 
behalf  of  the  United  States  Government. 

No  further  action  on  this  matter  will  be 
taken  by  this  activity.  However,  it  is  hoped 
that  the  Air  Force  has  been  of  some  assist¬ 
ance  to  you  in  establishing  contact  between 
your  concern  and  a  potential  foreign  source 
of  (item). 

(e)  If  a  request  is  received  from  a  for¬ 
eign  entity  which  contemplates  produc¬ 
tion  in  other  than  a  friendly  country  or 
if  the  AF  item  is  classified,  the  request 
will  be  referred  with  recommendations 
to  Hq  USAF,  attn:  AFMPP. 

(f)  The  AF  policy  is  to  lend  every  as¬ 
sistance  in  identifying  the  interested 
parties  and  to  aid  United  States  private 
entities  in  processing  an  application  to 
the  United  States  Department  of  State  or 
Commerce  for  export  license  or  approval 
of  a  contemplated  production  and  sales 
program  abroad.  The  procedures  out¬ 
lined  in  this  section  afford  the  Depart¬ 
ment  of  the  Air  Force  ample  opportunity 
at  Hq  USAF  to  make  recommendations  to 
the  Department  of  Defense  which,  after 
review,  forwards  the  Department  of  De¬ 
fense  recommendations  to  the  Depart¬ 
ment  of  State.  The  Department  of  State 
is  the  established  and  solely  authorized 
United  States  Government  instrumen¬ 
tality  for  final  determination  in  respect 
to  release  of  United  States  military  end 
items  for  production  and  sale  outside  of 
the  continental  United  States  by  foreign 
entities. 

§  1002.250  Price  escalation  for  basic 
steel,  aluminum,  brass,  bronze  or  copper 
mill  products.  IFB’s  for  furnishing  basic 
steel,  aluminum,  brass,  bronze,  or  copper 
mill  products  will  NOT  contain  a  price 
escalation  clause,  except  in  those  in¬ 
stances  where  the  market  condition  is 
such  that  the  contracting  officer  is  cer¬ 
tain  that  all  bids  submitted  would  include 
an  escalation  provision.  In  the  latter  in¬ 
stance  only,  the  clause  specified  in 
§  7.106-1  of  this  title  is  authorized.  For 
instructions  as  to  when  an  award  may  be 
made  on  IFB’s  which  call  for  price  esca¬ 
lation,  see  §  1002.406-3  (e>. 

§  1002.251  Amendments  to  invitations 
for  bids.  Amendments,  if  issued,  will  re¬ 
fer  to  the  number,  date  of  issue,  and 
opening  date  of  original  invitation;  will 
clearly  indicate  the  nature  of  the  changes 
made  therein  and  the  extension  of  the 
opening  date,  if  any ;  and  will  be  serially 
numbered  as  issued.  For  example,  the 
first  amendment  would  be  Amendment  1. 

§  1002.252  Information  to  be  fur¬ 
nished  prospective  bidders,  (a)  Infor¬ 
mation  regarding  supplies  or  services  for 
which  bids  have  been  invited  will  be  fur¬ 
nished  on  application  to  all  potential  bid¬ 
ders  desiring  it,  except  that  information 
concerning  classified  projects  will  be  fur¬ 
nished  only  as  authorized.  (For  infor¬ 
mation  to  bidders,  see  §  1002.407.) 

(b)  The  estimated  cost  of  the  supplies 
included  in  an  invitation  will  neither  be 


furnished  to  prospective  bidders  nor  will 
such  information  be  shown  on  any  cony 
of  the  invitation. 

(c)  Except  on  classified  projects,  pro 
spective  bidders  will  be  permitted  to  ex- 
amine  the  standard  samples  at  the  place 
where  deposited,  will  be  furnished  with 
or  allowed  to  examine  plans  and  speci¬ 
fications  of  all  work  on  which  they  desire 
to  bid  (a  deposit  may  be  required,  if  nec. 
essary)  and  will  be  furnished  with  any 
information  they  need  to  enable  them  to 
act  understandingly. 

§  1002.253  Assistance  not  to  be  ren¬ 
dered.  No  person  employed  by  or  serving 
with  the  Department  will  render  assist¬ 
ance  to  bidders  in  the  preparation  of 
bids. 

SUBPART  C— -SUBMISSION  OF  BIOS 

§  1002.301  Method  of  submission. 
While  it  is  recognized  that  bids  should 
be  filled  out,  executed,  and  submitted  by 
each  bidder  according  to  the  instructions 
accompanying  the  appropriate  bid  forms, 
letter  bids  submitted  in  response  to  IFB’s 
are  acceptable  provided  such  bids  spe¬ 
cifically  accept  all  the  terms  and  condi- 
tions  of  the  invitation  for  bids  and  are 
otherwise  responsive  thereto,  so  that  ac¬ 
ceptance  by  the  Government  will  result 
in  a  mutually  binding  obligation.  How¬ 
ever,  in  such  a  case  the  bidder  must  com¬ 
plete  required  forms  prior  to  award  if  he 
is  the  successful  bidder. 

§  1002.302  Time  of  submission—  (a) 
Hand-carried  late  bids.  It  is  the  respon¬ 
sibility  of  bidders  to  see  that  their  bids 
reach  the  designated  office  before  the 
time  fixed  for  the  opening  of  bids.  The 
purpose  of  this  requirement  is  to  give  all 
bidders  an  equal  opportunity,  to  prevent 
fraud,  and  to  preserve  the  integrity  of 
the  competitive  bid  system.  Conse¬ 
quently,  bids  hand  carried  by  the  bidder 
or  his  representative  to  the  public  open¬ 
ing  and  submitted  after  the  contracting 
officer  has  declared  that  the  time  of  open¬ 
ing  has  arrived  will  not  be  accepted  by 
the  contracting  officer.  This  rule  will  be 
followed  without  regard  to  the  length  of 
time  involved;  for  example,  if  the  bid 
opening  is  scheduled  for  11  a.  m.  and  at 
that  time  the  contracting  officer  has  de¬ 
clared  that  the  time  of  opening  has  ar¬ 
rived,  any  bid  personally  submitted 
thereafter  by  a  bidder  or  his  representa¬ 
tive  will  not  be  accepted  even  though 
it  may  be  only  one  or  two  minutes  late. 
Late  arrival  of  a  hand-carried  bid,  not 
due  to  any  fault  or  negligence  of  the  bid¬ 
der,  does  not  come  within  the  terms  of 
the  Invitation  for  Bids  excusing  “late 
arrival  due  solely  to  delay  in  mails  for 
which  bidder  was  not  responsible.” 

(b)  Late  bids  received  by  mail.  Late 
bids  received  by  mail  will  be  handled  as 
follows : 

( 1 )  The  exact  date  and  hour  of  mail¬ 
ing  such  bids,  as  shown  by  the  cancella¬ 
tion  stamp  or  by  the  stamp  of  an 
approved  metering  device,  will  be  re¬ 
corded  in  a  “Late  Bid  Book’’  maintained 
for  that  purpose. 

(2)  Such  late  bids  will  be  considered 
provided  they  are  received  before  the 
award  has  been  m$de  and  provided  the 
failure  to  arrive  on  time  was  due  solely 
to  a  delay  in  the  mail  for  which  the  bid- 
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.  r  was  not  responsible.  When  there  is 
“  reasonable  doubt  as  to  whether  the 
failure  to  arrive  on  time  was  due  solely 
to  a  delay  in  the  mail,  the  local  post¬ 
master  will  be  requested  to  make  a 
determination  as  to  whether  the  bid 
would,  except  for  delay  in  the  mail,  have 
been  received  prior  to  the  time  of  open¬ 
er:  Information  received  from  the 
oostmaster  will  be  written  on  the 
envelope  and  authenticated  by  the  signa¬ 
ture  of  the  contracting  officer. 

(3)  The  acceptable  late  bids  will  be 
opened  and  entered  on  the  abstract  of 
bids  and  so  identified. 

(4)  Unacceptable  late  bids  will  be  held 
unopened  until  after  the  award. is  made 
or  all  bids  rejected  and  will  then  be 
returned  to  the  bidder  with  an  explana¬ 
tory  letter  of  transmittal. 

§  1002.303  Modification  or  withdrawal 
of  bids— (a)  Modification  of  bids.  (1) 
As  a  general  rule,  bidders  may  not  vary 
their  proposals  after  bids  are  opened 
since  this  would  nullify  the  entire  pro¬ 
cedure  of  letting  public  contracts  on  an 
open  competitive  basis.  For  this  reason 
the  terms  and  conditions  of  the  Invita¬ 
tion  for  Bids  provide  that  no  bid  or 
modification  of  a  bid  received  after  the 
time  set  for  opening  will  be  considered; 
except  that  when  a  bid  or  modification 
arrives  by  mail  after  the  time  set  for 
opening,  but  before  award  is  made,  and 
the  Government  determines  that  the  late 
arrival  was  due  solely  to  delay  in  the 
mails  for  which  the  bidder  was  not 
responsible,  such  bid  or  modification  will 
be  considered.  Notwithstanding  this 
rule  and  subparagraph  (2)  of  this  para¬ 
graph,  a  late  modification  of  a  low  bid 
which  results  in  a  decrease  in  the  con¬ 
tract  price  which  the  Government  must 
pay  for  the  supplies  or  services  being 
procured  may  be  considered  since  such  a 
modification  would  be  in  no  way  preju¬ 
dicial  to  the  other  bidders. 

(2)  Although  telegraphic  bids  will  not 
be  considered  unless  specifically  author¬ 
ised  in  the  Schedule,  bids  may  be  modi¬ 
fied  by  the  telegraphic  notice  if  such  no¬ 
tice  is  received  prior  to  the  time  set  for 
the  opening  of  bids.  In  addition  a  late 
telegraphic  notice  of  modification  will 
be  considered  if  received  before  award  is 
made  and  if  the  bidder  proves  to  the  sat¬ 
isfaction  of  the  Government  that: 

(i)  The  modification  was  deposited 
for  transmission  in  time  for  receipt  by 
normal  transmission  prior  to  the  time 
set  for  the  opening  of  bids; 

(ii)  The  failure  to  arrive  prior  to  the 
time  set  for  the  opening  of  bids  was  due 
to  no  fault  or  neglect  on  the  part  of  the 
bidder;  and 

(iii)  The  delay  was  attributable  to  an 
abnormal  transmission  time  beyond  the 
time  usually  required  by  normal  trans¬ 
mission  procedures. 

(3)  Attempted  modifications  of  bids 
by  telephone  will  not  be  considered. 

(b)  Withdrawal  of  bids.  The  terms 
and  conditions  of  the  Invitation  for  Bids 
provide  that  bids  may  be  withdrawn  by 
written  or  telegraphic  notice  received 
prior  to  the  time  set  for  the  opening  of 
bids.  In  addition,  written  withdrawals 
received  late  due  to  delay  in  the  mails, 
Mid  telegraphic  withdrawals  received 
late  due  to  delay  in  transmission,  will  be 
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considered  if  they  meet  the  criteria  es¬ 
tablished  by  paragraph  (a)  of  this  sec¬ 
tion  for  the  consideration  of  written  and 
telegraphic  modifications  respectively. 
Attempted  withdrawals  by  telephone  will 
not  be  considered. 

SUBPART  O— OPENING  OF  BIDS  AND  AWARD 
OF  CONTRACT 

§  1002.401  Opening  bids — (a)  Bid 
opened  for  purpose  of  identification.  If 
an  unidentified  bid  must  be  opened  for 
purposes  of  identification,  this  will  be 
accomplished  only  by  a  contracting  offi¬ 
cer.  After  resealing  the  envelope,  the 
contracting  officer  will  write  on  the  en¬ 
velope  an  adequate  explanation  of  the 
action,  the  date  and  time  opened,  and 
his  signature.  If  a  bid  is  opened  by  mis¬ 
take,  the  contracting  officer  will  write 
on  the  envelope  an  explanation  of  the 
action,  the  date  and  time  opened,  and  his 
signature. 

(b)  Unclassified  invitations.  The  con¬ 
tracting  officer  whose  duty  it  is  to  open 
the  bids  will  decide  when  the  specified 
time  has  arrived  and  so  declare  to  those 
present.  He  will  then  personally  and 
publicly  open  all  bids  received  and,  when 
practicable,  read  them  aloud  to  those 
present.  A  record  of  each  bid  will  then 
and  there  be  made. 

(c)  Classified  invitations.  The  bid 
opening  of  a  classified  invitation  for  bids 
will  not  be  accessible  to  the  general  pub¬ 
lic  and  no  public  record  will  be  made  of 
the  bid  price.  However,  the  bid  opening 
may  be  witnessed  and  the  results  re¬ 
corded  by  only  those  properly  cleared 
representatives  of  properly  cleared  sup¬ 
pliers,  if  the  supplier  concerned  was  in¬ 
vited  to  bid  on  the  invitation. 

(d)  Numbering  copies  of  bids.  The 
contracting  officer  whose  duty  it  is  to 
open  bids  also  will  personally  number  one 
copy  of  each  bid  received  serially  in  the 
order  in  which  the  bids  were  read  and 
will  retain  these  numbered  copies  in  his 
possession  or  under  the  immediate  su¬ 
pervision  of  an  official  of  the  Govern¬ 
ment,  as  set  forth  in  §  2.401  of  this  title, 
until  the  accuracy  of  the  abstract  of 
bids  (see  §  1002.402)  has  been  verified. 

(e)  Delegation  and  responsibility.  The 
procedure  described  in  paragraphs  (a) 
through  (d)  of  this  section  may  be  dele¬ 
gated  to  an  assistant,  provided  the  con¬ 
tracting  officer  retains  full  responsibility 
for  the  action  of  his  subordinate. 

(f)  Pertinent  questions.  Pertinent 
questions  asked  at  the  opening  will  be 
answered  fully,  and  the  examination  of 
bids  by  properly  interested  (and  cleared, 
in  the  case  of  classified  invitation)  per¬ 
sons  will  be  permitted  as  set  forth  in 
§  2.401  of  this  title,  provided  such  action 
does  not  unduly  interfere  with  the  con¬ 
duct  of  Government  business. 

§  1002.402  Recording  of  bids.  (Ab¬ 
stract  of  bids.) 

(a)  Procedure.  For  every  invitation 
for  bids,  and  abstract  of  bids  will  be 
prepared  as  soon  as  practicable  after  bids 
have  been  opened  or  as  soon  as  it  is 
decided  to  cancel  the  invitation  before 
opening  bids.  The  abstract  will  set  forth 
all  qualifications,  deviations,  and/or 
riders  included  with  the  bids. 

§  1002.403  Rejection  of  bids — (sl)  Re¬ 
jection  authorised  to  be  made  by  the 


contracting  officer.  (1)  Where  all  bids 
are  rejected  by  the  contracting  officer 
pursuant  to  his  finding,  in  writing,  that 
the  bids  are  not  reasonable,  or  were  not 
independently  arrived  at  in  open  compe¬ 
tition,  or  are  collusive,  or  were  submitted 
in  bad  faith,  he  will  so  report  to  the 
Commander,  AMC,  attn:  MCPI  (see 
§  3.215  of  this  title).  Reports  of  possible 
violations  of  the  antitrust  laws  or  any 
other  Federal  criminal  statutes  relating 
to  procurement  will  be  made. 

(2)  The  lowest  bid  will  be  rejected  by 
the  contracting  officer  if : 

(i)  An  item  description  contained  in  a 
bid,  when  compared  with  the  item  de¬ 
scription  in  the  Invitation  for  Bids,  does 
not  sufficiently  describe  the  item  being 
offered  to  assure  that  it  complies  with 
the  IFB  description  or  if  the  bid  does 
not  otherwise  conform  to  the  essential 
requirements  of  the  IFB. 

(ii)  The  bidder  is,  at  the  time,  de¬ 
barred  or  ineligible  (see  §  1.603  (a)  of 
this  title) ;  (for  bidders  in  suspended 
status,  see  §  1.605-3  (a)  of  this  title). 

(iii)  The  bidder  is  unable  to  furnish 
satisfactory  evidence  that  it  is  respon¬ 
sible:  Provided,  That  if  a  performance 
bond  has  been  required,  rejection  under 
this  subdivision  will  be  limited  to  those 
instances  where  a  Facility  Capability 
Report  has  been  obtained  according  to 
Part  1052  of  this  chapter  and  is  negative. 
In  addition,  rejection  will  be  subject  to 
the  approval  of  the  Deputy  Director/Pro¬ 
duction,  Hq  AMC,  or  in  his  absence  the 
Assistant  Deputy  Director/Production, 
Hq  AMC.  A  favorable  FCR  will  be  con¬ 
sidered  as  evidence  that  the  bidder  is 
responsible.  Determination  of  whether 
the  bidder  is  responsible  in  the  sense  of 
being  “financially  and  otherwise  able  to 
perform”  (see  ASPR  §  2.406-3  of  this 
title)  will  take  into  account  the  follow¬ 
ing  factors: 

(a)  The  bidder’s  experience  (skill  of 
supervisory  and  operating  personnel  in 
work  of  the  kind  or  type  being  procured) . 

(b)  The  reputation  of  the  bidder  (ac¬ 
tual  performance  as  to  quality  and  de¬ 
livery  on  previous  Government  contracts 
or  delinquent  deliveries  on  current  con¬ 
tracts). 

(c)  The  adequacy  of  the  bidder’s  fa¬ 
cilities  to  perform  the  work  (sufficient 
machine  tools,  dies,  jigs,  gauges,  build¬ 
ings,  inspection  procedures,  etc.). 

(d)  The  adequacy  of  the  bidder’s  fi¬ 
nancial  resources  to  do  the  work,  taking 
into  consideration  the  delivery  schedule, 
inventories,  and  payment  rate  on  the 
proposed  procurement. 

(e)  The  adequacy  of  the  number  of 
personnel  employed  (engineers,  labora¬ 
tory  technicians,  toolmakers,  machinists, 
etc.). 

(3)  All  bids  will  be  rejected  and  the 
Invitation  for  Bids  canceled  after  open¬ 
ing  but  prior  to  award  upon  written  de¬ 
termination  by  the  contracting  officer 
that  the  requirements  of  §  2.201  (d)  of 
this  title  have  not  been  met.  If  a  claim 
or  protest  is  made  after  that  the  require¬ 
ments  of  §  2.201  (d)  of  this  title  have 
not  been  met,  see  §  1002.407  (g). 

(b)  Manufacturer  or  regular  dealer. 
When  the  lowest  bid  is  from  a  firm  which 
is  not  a  manufacturer  or  regular  dealer 
and  it  is  considered  desirable  to  reject 
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such  bid,  request  will  be  made  to  the 
Commander,  AMC,  for  authority  to  re¬ 
ject  this  bid  and  to  authorize  the  award 
to  the  next  lowest  bidder.  In  forward¬ 
ing  such  requests,  contracting  officers 
will  be  careful  to  verify  all  statements 
contained  therein  which  are  given  as  the 
basis  for  rejection,  so  there  may  be  no 
just  cause  for  complaint. 

(c)  Nonresponsive  bids.  Deviations  in 
bids  from  the  requirements  of  the  adver¬ 
tised  specifications  which  go  to  the  sub¬ 
stance  of  the  bid  so  as  to  affect  either 
the  price,  quantity,  or  quality  of  the 
articles  offered,  and,  therefore,  are  pre¬ 
judicial  to  the  rights  of  other  bidders, 
make  such  bids  nonresponsive.  Exam¬ 
ples  of  nonresponsive  bids  are  the 
following: 

(1)  Modifications  of  the  item  descrip¬ 
tion.  Bids  which  deviate  from  the  ad¬ 
vertised  specification  relative  to  the 
design  or  components  of  the  end  item 
ordinarily  will  be  found  to  go  to  the  sub¬ 
stance  of  the  bid  and,  therefore,  nor¬ 
mally  must  be  rejected.  Bidders  will  not 
be  permitted  to  modify  bids  containing 
such  deviations  after  the  opening  of 
bids  since  such  modification  would  be 
equally  prejudicial  to  the  rights  of  the 
other  bidders. 

(2)  Modifications  of  delivery  sched¬ 
ules.  Normally  the  Invitation  for  Bids 
for  supplies  will  set  forth  a  desired  deliv¬ 
ery  schedule  and  a  somewhat  longer 
maximum  delivery  schedule.  A  low  bid 
offering  a  delivery  schedule  exceeding 
the  desired  delivery  schedule  but  not 
exceeding  the  maximum  delivery  time 
specified  in  the  IFB  will  not  be  rejected 
even  though  some  other  bidder  may 
have  offered  to  meet  the  desired  deliv¬ 
ery  schedule.  However,  a  low  bid  offer¬ 
ing  a  delivery  schedule  exceeding  the 
maximum  delivery  time  specified  in  the 
IFB  (or  exceeding  the  required  delivery 
schedule  if  the  special  provision  in 
§  2.2003-2  of  this  title  and  §  1053.102  of 
this  chapter  has  been  used  in  the  IFB) 
will  be  rejected  as  nonresponsive  to  the 
Invitation  since  such  a  longer  delivery 
schedule  must  be  presumed  to  have  pro¬ 
duced  a  lower  price  and  thus  to  be  preju¬ 
dicial  to  the  rights  of  the  other  bidders. 
Similarly,  a  bid  which  offers  a  condi¬ 
tioned  delivery  schedule,  such  as  “I  will 
meet  the  Government’s  desired  delivery 
schedule  if  I  am  able  to  get  materials 
without  delay,”  will  be  rejected  as  non¬ 
responsive  (see  subparagraph  (3)  of  this 
paragraph) . 

(3)  Conditional  or  qualified  bids. 
Where  a  bidder  attempts  to  condition  or 
qualify  its  bid  by  stipulations  not  con¬ 
tained  in  the  advertised  requirements 
which  modify  those  requirements,  the 
bid  will  be  rejected  as  nonresponsive  to 
the  Invitation  for  Bids  (but  see  §  2.204 
of  this  title  and  §  1002.404).  For  exam¬ 
ple,  a  bid  will  be  rejected  if  it  includes 
special  provisions  materially  qualifying 
the  terms  of  the  Invitation  for  Bids, 
such  as: 

(i)  A  provision  that  in  the  event  un¬ 
satisfactory  material  is  delivered  to  the 
Government  under  the  contract,  the  only 
remedy  of  the  Government  will  be  rescis¬ 
sion  of  the  contract  and  return  of  the 
material;  (this  would  deviate  from  the 
Default  clause). 


(ii)  A  provision  requiring  the  Gov¬ 
ernment  to  make  payment  within  a  spec¬ 
ified  time  after  delivery;  (this  would  de¬ 
viate  from  the  Payments  clause). 

(iii)  A  provision  requiring  the  Gov¬ 
ernment  to  determine  whether  the  prod¬ 
uct  offered  complies  with  specifications, 
such  as  “I  will  deliver  my  part  number 
1775  which  shall  be  considered  to  comply 
with  specifications;”  (normally,  the  bur¬ 
den  of  determining  whether  an  item  of¬ 
fered  complies  with  specifications  rests 
with  the  bidder  unless  the  Government 
requests  samples  (see  §§  1002.403-51  and 
1002.2003-4) ;  or  unless  the  Government 
requests  descriptive  literature  find  the 
noncomplying  feature  is  clearly  specified 
in  the  literature  submitted  (see  §§  1002.- 
403-52  and  1002.2003-5). 

§  1002.403-50  Rejection  of  bids  be¬ 
cause  of  internal  administrative  Air 
Force  difficulties.  This  section  estab¬ 
lishes  the  procedure  to  be  followed  when, 
after  IFB’s  have  been  distributed,  in¬ 
ternal  administrative  difficulties  are  en¬ 
countered  which  may  result  in:  (a)  Can¬ 
cellation  of  the  requirement,  (b)  rejec¬ 
tion  of  all  bids,  or  (c)  a  prolonged  delay 
in  making  award.  The  primary  objective 
of  the  procedure  is  to  eliminate  ne¬ 
cessity  of  readvertising  a  procurement 
covering  an  identical  requirement  shortly 
after  all  bids  have  been  rejected  because 
of  internal  administrative  difficulties 
which,  when  resolved,  do  not  in  any 
way  affect  the  bid  prices  submitted  by 
bidders. 

(1)  Difficulties  encountered  prior  to 
bid  opening.  Immediate  action  will  be 
taken  to  amend  the  IFB  to  extend  the 
bid  opening  date  for  a  sufficient  time  to 
allow  for  the  elimination  of  the  difficul¬ 
ties  prior  to  bid  opening. 

(2)  Difficulties  encountered  after  bid 
opening,  (i)  Bids  will  not  be  rejected 
until  difficulties  have  been  resolved  or  it 
is  determined  they  cannot  be  resolved. 

(ii)  Bids  received  will  be  evaluated 
and  the  lowest  responsible  bidder (s) 
determined. 

(iii)  If  it  becomes  apparent  that  the 
difficulties  cannot  be  resolved  in  time  to 
assure  award  of  a  contract (s)  prior  to 
the  expiration  of  the  bid  acceptance 
period,  action  will  be  taken  to  obtain 
from  the  lowest  responsible  bidder(s) 
an  extension  of  the  bid  acceptance 
period  (s). 

(iv)  Failure  to  resolve  the  adminis¬ 
trative  difficulties  and  effect  award  of 
the  contract (s)  to  the  lowest  responsible 
bidder  prior  to  the  expiration  of  the  bid 
acceptance  period  (or  any  unqualified 
extensions  thereto)  will  be  cause  for  re¬ 
jection  of  all  bids  and  readvertisement. 
Award  to  other  than  the  lowest  respon¬ 
sible  bidder  is  not  authorized. 

§  1002.403-51  Samples,  (a)  Samples 
will  not  be  requested  except  when  they 
are  absolutely  necessary  to  evaluate  bids. 
When  samples  are  required  as  necessary 
for  evaluation  of  bids,  the  Invitation  for 
Bids  will  set  forth  this  requirement  and 
will  state  that  failure  of  a  bidder  to  fur¬ 
nish  samples  will  result  in  rejection  of 
that  bid.  When  samples  are  required, 
the  Invitation  for  Bids  will  also  provide 
that,  if  a  bidder  has  previously  offered 
a  product  which  has  been  previously  pro¬ 


cured  or  previously  tested  so  that  fur 
ther  testing  of  a  sample  would  not  add 
to  the  Government’s  knowledge  of  the 
acceptability  of  the  product,  the  require* 
ment  for  furnishing  samples  may  hi 
waived  as  to  that  bidder. 

(b)  Under  an  Invitation  for  Bids  which 
requires  the  submission  of  samples  («* 

§  1002.2003-4) ,  a  bid  which  complies  with 
the  specification  as  advertised,  but  is 
accompanied  by  a  sample  which  fails  to 
meet  such  specifications,  will  be  rejected 
as  nonresponsive  since  an  award  would 
only  bind  the  bidder  to  perform  in  ac¬ 
cordance  with  the  sample. 

§  1002.403-52  Descriptive  literature 
The  provisions  of  §1002.403-51  are 
equally  applicable  if  the  Invitation  for 
Bids  called  for  the  furnishing  of  descrip, 
tive  literature  (see  §  1002.2003-5)  rather 
than  samples. 

§  1002.404  Minor  informalities  or  ir. 
regularities  in  bids — (a)  General.  The 
terms  and  conditions  of  the  Standard 
Forms  for  Invitations  for  Bids  reserve  to 
the  Government  the  right  to  waive  any 
minor  informality  or  irregularity  in  bids 
received.  The  informalities  or  irregular- 
ities  which  a  contracting  officer  properly 
may  waive  are  those  of  form  and  not  of 
substance,  or  some  immaterial  and  in¬ 
consequential  defect  in  or  variation  of  a 
bid  from  the  exact  requirements  of  the 
Invitation  for  Bids  such  as  would  not 
affect  either  the  conformity  of  the 
equipment  to  the  advertised  specifica¬ 
tions  or  the  accountability  or  liability  of 
the  contractor  to  the  Government  in  the 
event  of  delays  or  failure  to  perform. 
An  express  and  positive  condition  im¬ 
posed  by  a  bidder  which  does,  or  may, 
materially  affect  the  rights  of  the  parties 
under  the  intended  contract  does  not  fall 
within  this  definition.  For  example,  a 
contracting  officer  will  not  waive  as  an 
“informality,”  or  permit  the  bidder  to 
correct  after  bid  opening,  a  condition  im¬ 
posed  by  the  bidder  for  the  purpose  of 
limiting  liability  in  the  event  of  delay  or 
failure  to  perform  to  such  an  extent  as 
to  restrict  materially  the  rights  of  the 
Government.  The  primary  question  is 
whether  the  deviation  proposed  goes  to 
the  substance  of  the  bid  so  as  to  affect 
price,  quantity  or  quality  of  the  end  items 
offered,  or  is  merely  a  matter  of  form  or 
some  other  immaterial  variation  from 
the  exact  requirements  of  the  Invitation 
for  Bids  such  as  would  not  affect  price, 
quantity,  or  quality. 

(b)  Bids;  lack  of  signature.  The  de¬ 
cisive  question  in  cases  where  the  bid  is 
not  signed  is  whether  acceptance  of  the 
bid  as  submitted  will  effect  a  contract 
binding  on  the  bidder.  Thus,  generally, 
the  failure  of  a  bidder  to  sign  a  bid,  even 
though  it  bears  a  typewritten  signature, 
is  a  substantive  defect  which  may  not  be  . 
waived  after  the  opening  of  bids.  How¬ 
ever,  some  firms  have  formally  adopted 
or  authorized  the  execution  of  documents 
by  a  typewritten,  printed,  or  rubber- 
stamped  signature  and  where  such  au¬ 
thorization  is  in  effect  no  written  signa¬ 
ture  is  necessary.  Also,  an  unsigned  bid 
may  be  accompanied  by  other  material 
which  clearly  indicates  the  bidder’s  in¬ 
tention  to  be  bound  by  the  unsigned  bid 
document,  in  which  case  the  failure  to 
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,  the  bid  may  be  treated  as  a  mere 
3 formality ;  for  example,  the  submission 
f  a  bid  bond,  or  letter  forwarding  a 
ample  signed  by  the  bidder  and  refer- 
to  and  clearly  identifying  the  bid 

AU-or-none  qualifications.  A  bid 
is  not  rendered  nonresponsive  by  the 
fact  that  the  bidder  specifies  that  award 
*01  be  accepted  only  on  all,  or  a  specified 
croup  of  the  items  included  in  the  Invi¬ 
tation  for  Bids.  However,  such  all-or- 
“,je  qualifications  go  to  the  substance  of 
the  bid  and  bidders  submitting  bids  con¬ 
taining  all-or-none  qualifications  will 
not  be  permitted  to  withdraw  or  modify 
those  qualifications  after  the  opening  of 

(d)  Acknowledgement  of  receipt  of 
amendvients.  A  bid  which  fails  to  ac¬ 
knowledge  receipt  of  all  amendments  to 
the  Invitation  for  Bids,  as  required  by 
the  Invitation,  usually  places  the  bidder 
in  a  position  to  elect,  after  the  opening 
of  bids,  to  acknowledge  the  receipt  or  to 
avoid  award  by  denying  receipt;  there¬ 
fore,  such  a  bid  will  be  rejected  as  non¬ 
responsive  unless  the  bid  as  received 
clearly  indicates  that  the  bidder  must 
have  received  all  amendments  (for  ex¬ 
ample,  when  only  one  amsndment  was 
issued,  which  added  an  item  to  the  Invi¬ 
tation,  and  the  bid  quotes  a  price  for 
that  item)  in  which  case  the  failure  to 
formally  acknowledge  receipt  may  be 
waived  as  an  informality.  Similarly,  if 
a  representative  of  the  bidder  who  is  au¬ 
thorized  to  bind  the  bidder  states  to  a 
responsible  Government  employee,  prior 
to  the  opening  of  bids,  that  all  the 
amendments  were  received,  identifying 
them  to  assure  that  there  is  no  misun¬ 
derstanding,  that  statement  may  be  con¬ 
sidered  to  be  the  required  acknowledg¬ 
ment.  Finally,  failure  to  acknowledge 
an  amendment  which  clearly  could  have 
no  effect  on  price,  quantity,  or  quality 
(an  amendment  changing  only  Govern¬ 
ment  administrative  data,  for  example) 
may  be  waived  as  a  minor  informality. 

(e)  Failure  to  furnish  a  hid  hond.  A 
bidder’s  failure  to  furnish  a  bid  bond,  if 
required  by  the  Invitation  for  Bids,  may 
be  waived  by  the  contracting  officer,  and 
the  bidder  permitted  to  furnish  the  bond 
late,  only  if  investigation  establishes 
clearly  that  failure  to  furnish  the  bid 
bond  with  the  bid  was  due  solely  to  over¬ 
sight  or  some  other  excusable  cause  and 
not  due  to  the  bidder’s  inability  to  obtain 
a  bid  bond  because  of  its  financial  status 
or  some  similar  reason. 

1 1002.405  Mistakes  in  hids.  After 
the  opening  of  bids,  contracting  officers 
will  examine  all  bids  for  mistakes.  In 
cases  of  obvious  error,  and  in  cases  where 
the  contracting  officer  has  reason  to  be¬ 
lieve  that  a  mistake  has  been  made,  he 
will  request  from  the  bidder  a  verifica¬ 
tion  of  the  bid.  If  the  bidder  alleges  a 
mistake,  the  matter  will  be  processed  as 
set  forth  in  §  2.405  of  this  title.  All  of 
the  foregoing  action  will  be  taken  before 
the  award  is  made. 

§  1002.405-1  Obvious  or  apparent 
mistakes  of  a  clerical  nature.  Additional 
samples  of  obvious  or  apparent  mis¬ 
takes  are:  error  in  extension  of  unit 
Prices,  error  in  designation  of  unit,  and 
I  transportation  of  prices  for  delivery 


f.  o.  b.  origin  and  f.  o.  b.  destination.  If 
the  contracting  officer  corrects  an  obvi¬ 
ous  or  apparent  mistake  of  a  clerical  na¬ 
ture  pursuant  to  §  2.405-1  of  this  title, 
he  will  include  in  the  contract  file  a  writ¬ 
ten  statement  of  the  action  taken. 

§  1002.405-2  Mistakes  disclosed  after 
opening  and  prior  to  award  other  than 
obvious  or  apparent  mistakes  of  a  cleri¬ 
cal  nature.  (a)  The  authority  in 
§  2.405-2  of  this  title  to  make  adminis¬ 
trative  determination  in  connection  with 
mistakes  in  bids  is  based  upon  the  estab¬ 
lishment  of  clear  and  convincing  evi¬ 
dence.  In  order  to  authorize  the  correc¬ 
tion  of  an  allegedly  erroneous  bid  after 
the  bids  have  been  opened,  the  records 
submitted  should  contain  the  best  evi¬ 
dence  available  conclusively  establishing 
not  only  the  existence  of  error,  but  its 
nature,  how  it  occurred,  and  what  the 
bidder  actually  intended  to  bid.  A  mere 
statement  that  the  administrative  offi¬ 
cials  themselves  are  satisfied  that  an 
error  was  made  ordinarily  will  not  suf¬ 
fice.  The  question  of  whether  a  bidder 
may  change  a  bid  after  the  bids  have 
been  opened — because  of  error  therein — 
always  presents  a  matter  of  serious  con¬ 
cern  in  a  factual  situation.  The  form  of 
such  evidence  necessarily  will  vary  with 
the  circumstances  of  particular  cases, 
but  it  should  always  be  the  best  evidence 
available. 

(b)  (1)  No  implementation. 

(2)  No  implementation. 

(3)  Headquarters  USAF  letter  March 
3,  1955,  granted  a  deviation  as  follows: 
“Authority  is  hereby  granted  to  deviate 
from  32  CFR  2.405-2  (b)  (3).  The  au¬ 
thority  for  making  the  determinations 
set  forth  in  32  CFR  2.405-2  (a)  may  be 
vested  in  the  Deputy  Director  of  Pro¬ 
curement,  Headquarters,  AMC,  and  in 
his  absence  in  the  Assistant  Deputy  Di¬ 
rector  of  Procurement.” 

(c)  Each  proposed  determination  will 
be  reviewed  by  the  Staff  Judge  Advocate, 
Hq  AMC,  prior  to  issuance. 

(d)  (1)  In  the  case  of  any  suspected 
mistake  in  bid,  the  contracting  officer  will 
immediately  contact  the  bidder  in  ques¬ 
tion  and  request  him  to  examine  again 
the  requirements  of  the  Invitation  for 
Bids,  together  with  the  bid  which  he  has 
submitted,  for  purpose  of  verifying  this 
bid.  If  the  bid  is  verified,  the  contract¬ 
ing  officer  will  consider  the  bid  as  orig¬ 
inally  submitted.  There  may  be  cases 
where  the  bid  is  conditioned  upon  ac¬ 
ceptance  within  such  a  fixed  time  that 
the  bid  will  probably  expire  by  its  terms 
before  a  decision  can  be  received  from  Hq 
AMC.  The  proper  course  is  for  the  con¬ 
tracting  officer  to  request  from  the  bidder 
an  extension  of  time  for  acceptance  of 
the  bid  so  as  to  allow  the  decision  to  be 
made  prior  to  expiration.  If  a  mistake 
is  alleged  the  contracting  officer  will 
request  the  bidder  to  make  a  written  re¬ 
quest  indicating  its  desire  to  withdraw 
or  modify  the  bid.  The  bidder’s  request 
will  be  supported  by  sworn  statements 
(if  possible)  concerning  the  alleged  mis¬ 
take  and  be  complete  to  the  extent  of  in¬ 
cluding  all  evidence  such  as  bidder’s  file 
copy  of  the  bid,  the  original  work  sheets 
and  other  data  used  in  preparing  the  bid, 
subcontractor’s  quotations  published 
price  lists,  and  any  other  evidence  which 


conclusively  establishes  the  existence  of 
the  error,  how  it  occurred,  and  the  bid 
actually  intended. 

(2)  If,  upon  receipt  of  an  allegation  by 
a  bidder  of  a  mistake  in  bid,  together 
with  supporting  evidence,  the  contract¬ 
ing  officer  is  of  the  opinion,  based  on  a 
review  of  the  evidence  submitted  and 
other  relevant  data,  that  the  bidder 
should  not  be  authorized  to  modify  or 
withdraw  its  bid,  he  will  so  inform  the 
bidder  and  ask  whether  the  bidder  wishes 
to  withdraw  the  allegation  of  mistake. 
Contracting  officers  will  not  attempt  to 
dissuade  bidders  from  their  allegations 
of  mistake  by  adopting  an  arbitrary  atti¬ 
tude.  All  cases  where  the  contracting 
officer  is  of  the  opinion  that  withdrawal 
or  modification  should  be  allowed  and  all 
cases  where  the  bidder  declines  to  with¬ 
draw  the  allegation  of  mistake  will  be 
submitted  to  Hq  AMC  for  decision. 

(3)  When  the  bidder  fails  or  refuses 
to  furnish  evidence  in  support  of  a  sus¬ 
pected  or  alleged  mistake  and  the  con¬ 
tracting  officer  must  consider  the  bid  in 
the  form  submitted  the  contract  file  will 
be  documented  to  show  the  attempts 
made  to  obtain  information  in  support  of 
the  suspected  or  alleged  mistake. 

(e)  The  data  required  by  §  2.405-2  (e) 
of  this  title  will  be  submitted  in  the  most 
expeditious  manner  to  the  Commander, 
AMC,  attn:  MCPPP,  marked  “Immed¬ 
iate  Attention — Mistake  in  Bid.”  Pur¬ 
chase  Policy  Staff  Division  (MCPPP) ,  Hq 
AMC,  will  evaluate  the  facts  presented 
and  prepare  an  administrative  determin¬ 
ation  according  to  §  2.405-2  (a)  of  this 
title  for  signature  of  the  administrative 
official  designated  in  paragraph  (b)  (3) 
of  this  section. 

(f)  In  addition  to  §  2.405-2  (g)  of  this 
title,  copies  of  all  administrative  deter¬ 
minations  will  be  included  in  the  official 
contract  file.  If  modification  is  author¬ 
ized  and  award  is  made  to  the  bidder 
alleging  the  mistake,  a  copy  of  the  deter¬ 
mination  will  be  furnished  to  the  finance 
officer  to  support  payment. 

§  1002.405-3  Disclosure  of  mistakes 
after  award,  (a)  When  a  mistake  in  a 
contractor’s  bid  is  not  discovered  until 
after  the  award,  the  situation  is  similar 
to  that  of  a  mistake  in  a  negotiated  con¬ 
tract  which  is  not  discovered  until  after 
the  contract  has  been  signed.  In  such 
cases  the  method  of  correction  depends 
primarily  on  what  effect  correction  of  the 
mistake  would  have.  If  correcting  the 
mistake  would  make  the  contract  more 
favorable  to  the  Government,  the  mis¬ 
take  may  be  corrected  by  a  supplemental 
agreement. 

(b)  If  correcting  the  mistake  would 
make  the  contract  less  favorable  to  the 
Government,  the  contracting  officer  will 
refer  the  case,  as  specified  in  paragraph 
(c)  of  this  section  to  Hq  AMC,  together 
with  the  following  data: 

(1)  A  copy  of  the  contract  containing 
the  mistake. 

(2)  A  copy  of  the  invitation  and  of  the 
bid  (if  separate  from  subparagraph  (1) 
of  this  paragraph) . 

(3)  An  abstract  or  record  of  the  bids 
received. 

(4)  A  written  statement  by  the  con¬ 
tractor  specifying  the  relief  requested 
together  with  supporting  evidence,  ' in- 


1 


RULES  AND  REGULATIONS 


$50  or  less;  In  the  excepted  case,  awt 
will  be  made  to  the  next  low  bid< 
receiving  award  on  some  other  item. 
Illustration  No.  1 — One  award: 

A  B  ( 

Item  1.. _ _  $500  $515  ts 

Item  2  -  705  700  n 


Item  3 


1.505  1,505  (1,500) 

In  this  illustration  no  bidder  was  low  on 
any  item  by  more  than  $50.  Accordingly 
award  would  be  made  on  the  total 
amount  rather  than  by  individual  items. 
Illustration  No.  2 — Two  awards: 


Item  1 . .  ($450)  $615  |5i0 

Item  2 _  700  (640)  710 

Item  3 _ .  300  (290)  285 

1,450  1,545  U05 

In  this  illustration  Bidder  A  was  $60  low 
on  item  1  and  Bidder  B  was  $60  iow  on 
item  2,  so  award  will  be  as  indicated  on 
these  items  because  the  bids  mentioned 
were  lower  for  these  items  than  the  $50 
contract  cost  differential  to  be  consid¬ 
ered.  Since  Bidder  C  was  low  on  item  3 
in  an  amount  of  only  $5  no  award  can 
be  contemplated  to  be  made  to  that  low 
bidder  because  no  bid  was  low  by  an 
amount  less  than  the  $50  contract  cost 
differential  Accordingly  award  on  this 
item  should  be  made  to  that  successful 
bidder  on  items  1  or  2  at  the  lowest  cost 
to  the  Government,  in  this  case  Bidder  B. 
When  award  is  made  in  this  manner,  the 
reason  for  rejection  of  the  low  bid  on 
item  3  will  be  stated  on  the  abstract  of 
bids  and  Standard  Form  1036  as  follows: 
“Low  bid  on  Item  3  rejected  as  multiple 
award  is  not  considered  to  be  in  the 
interest  of  the  Government  as  contem¬ 
plated  by  32  CFR  2.406-3  (f)  ” 

Illustration  No.  3 — Two  Awards: 


shown 

(2) 
inforn 
succes 
will  t 
biddei 
then  c 
regan 
fumis 

(3) 
profit 
suppli 
other 

(4) 
inquir 
sentat 
classii 
tractii 
the  st 


($450)  $650  $510 

700  (640)  710 

300  (290)  285 

_  (120)  100 


Item  1. 
Item  2. 
Item  3 
Item  4. 


1,450  1,660  1,605 

In  this  illustration  Bidder  A  was  $60  low 
on  item  1  and  Bidder  B  was  $60  low  on 
item  2,  so  award  will  be  indicated  on 
these  items  because  the  bids  mentioned 
were  lower  for  these  items  than  the  $50 
contract  cost  differential  to  be  consid¬ 
ered.  Since  Bidder  C  was  low  on  item 
3  by  $5,  low  on  item  4  by  $20,  and  low 
on  the  total  of  item  3  and  4  by  $25,  no 
award  can  be  contemplated  to  be  made 
to  that  low  bidder  because  his  low  bids 
were  low  by  a  total  amount  of  less  than 
$50  contract  cost  differential.  Accord¬ 
ingly,  award  on  these  items  should  be 
made  that  successful  bidder  on  items  1  or 

2  at  the  lowest  cost  to  the  Government, 
in  this  case  Bidder  B  on  both  items. 
When  award  is  made  in  this  manner,  rea¬ 
son  for  rejection  of  the  low  bids  on  items 

3  and  4  will  be  stated  on  the  abstract  of 
bids  and  Standard  Form  1036  as  fol¬ 
lows:  “Low  bids  on  Items  3  and  4  re¬ 
jected  as  multiple  award  is  not  consid¬ 
ered  to  be  in  the  interest  of  the  Govern¬ 
ment  as  contemplated  by  32  CFR 
2.406-3  (f).” 

(e)  Price  escalation.  When  bids  are 
received  that  include  price  escalation 
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hich  if  added  to  the  base  price,  will  still 
Suit ’in  a  lesser  bid  price  with  maxi- 
Jnum  escalation  than  that  offered  by  a 
redder  submitting  a  fixed-price  bid, 
ward  will  be  made  to  the  bidder  whose 

•  let  cost  is  the  lowest  to  the  Government, 
"vided  the  bid  is  responsive  and  de¬ 
termined  satisfactory  to  the  Government 
with  respect  to  all  factors  in  the  invita¬ 
tion  This  applies  to  invitations  for  bids 
which  do  not  provide  for  escalation.  (See 
5 1002.250.) 

§1002.407  Information  to  "bidders — 
(a)  Responsibility  of  contracting  offi- 
ixrs.  Before  giving  the  information  to 
representatives  of  bidders,  the  contract¬ 
ing  officer  will  satisfy  himself  that  in¬ 
formation  furnished  is  for  the  exclusive 
use  of  the  bidder  and  that  it  will  not 
come  into  the  hands  of  persons  not  au¬ 
thorized  to  receive  it.  (For  information 
to  be  furnished  prospective  bidders,  see 
§1002.252.) 

(b)  Information  concerning  awards 
made.  (1)  After  a  source  has  been  se¬ 
lected  and  the  contractor  has  been  noti¬ 
fied  of  an  award  of  an  advertised  con¬ 
tract,  the  contracting  officer  will 
notify  unsuccessful  bidders  that  their  bid 
was  not  accepted,  and  extend  the  appre¬ 
ciation  of  the  procuring  activity  for  the 
interest  the  unsuccessful  bidder  has 
shown  in  submitting  a  bid. 

(2)  In  the  case  of  classified  invitations, 
information  regarding  the  name  of  the 
successful  bidder  and  the  contract  price 
will  be  furnished  only  to  unsuccessful 
bidders  or  suppliers  invited  to  bid,  and 
then  only  upon  request.  No  information 
regarding  a  classified  opening  may  be 
furnished  by  telephone. 

(3)  Cost  breakdowns  or  other  cost  or 
profit  information  submitted  by  any 
supplier  will  NOT  be  revealed  to  any 
other  supplier. 

(4)  If  a  request  is  received  from  an 
inquirer  who  is  not  a  bidder  or  repre¬ 
sentative  of  a  bidder  concerning  an  un¬ 
classified  invitation  for  bids,  the  con¬ 
tracting  officer  may  furnish  the  names  of 
the  successful  bidders  and  the  prices  at 
which  awards  were  made.  Where  such 
requests  require  a  large  amount  of  work, 
the  inquirer  will  be  informed  where  a 
copy  of  the  abstract  of  bids  may  be  seen 
by  a  representative  of  his  office. 

(5)  The  procedures  set  forth  in  this 
section  are  not  intended  to  apply  to  re¬ 
quests  for  general  information  concern¬ 
ing  purchases  made  over  extended  pe¬ 
riods  of  time,  such  as  one  for  information 
on  the  number  of  parachutes  purchased 
during  a  year  and  the  prices  paid  there¬ 
for.  Such  requests  will  be  returned  and 
the  inquirer  informed  that  it  is  not  AF 
policy  to  compile  and  disseminate  such 
information. 

(c)  Notice  of  protest  against  award. 
(1)  Notice  will  be  given  promptly  to  all 
bidders  affected  of  any  protest  or  objec¬ 
tion  against  the  awarding  of  a  contract 
to  any  particular  bidder  so  that,  if  the 
interested  parties  desire,  they  may  take 

;  action  in  their  own  behalf  before  further 
steps  are  taken  in  the  matter  of  award¬ 
ing  the  contract. 

(2)  Contracting  officers  will  accept  all 
protests  or  objections  to  the  award  of  a 
contract  whether  submitted  by  a  bidder 
or  nonbidder.  If  the  protest  is  submit¬ 


ted  orally,  the  contracting  officer  will  ad¬ 
vise  the  protestor  that  this  subchapter 
requires  the  protestor  to  confirm  his  pro¬ 
test  in  writing  within  such  time  as  the 
contracting  officer  may  require  and  that 
award  will  be  withheld  at  least  until 
that  time  has  expired.  If  the  written 
protest  is  not  received  within  the  re¬ 
quired  time,  the  oral  protest  may  be  dis¬ 
regarded  and  award  made  in  the  normal 
manner  unless  the  contracting  officer, 
upon  investigation,  believes  that  reme¬ 
dial  action  is  required,  in  which  event 
such  action  will  be  taken.  If  the  written 
protest  is  received  within  the  required 
time,  the  contracting  officer  will  investi¬ 
gate  the  matter  and  decide  whether  the 
protest  is,  in  his  opinion,  valid.  If  his 
conclusion  is  affirmative,  he  will  take 
necessary  action  to  rectify  the  erroneous 
action.  If  his  conclusion  is  negative,  the 
contracting  officer  will  make  a  written 
statement  of  his  opinion  in  the  matter, 
supported  by  copies  of  all  pertinent 
papers.  The  contracting  officer  will  sub¬ 
mit  the  protest  and  statement  directly  to 
the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  USAF,  for  submission  to  the 
Comptroller  General  for  decision.  The 
contracting  officer  will  be  guided  by  the 
decisions  of  the  Comptroller  General. 
Previous  Comptroller  General  decisions 
on  this  subject  are  as  follows:  13  Comp. 
Gen.  315  and  16  Comp.  Gen.  497.  Sub¬ 
mission  of  protests  to  the  Comptroller 
General  under  this  section  may  be  dis¬ 
pensed  with  by  the  contracting  officer  if 
he  is  satisfied  that  the  protest,  is  without 
any  reasonable  degree  of  foundation  or 
that  it  was  made  solely  to  obstruct  and 
hinder  the  contracting  officer  or  the 
otherwise  successful  bidder.  In  such 
case,  the  contracting  officer  on  his  own 
responsibility,  or  after  asking  such  ad¬ 
vice  as  he  may  desire,  may  disallow  the 
protest,  advising  the  protestor  in 
writing. 

(d)  When  all  bids  are  rejected.  When 
decision  has  been  made  to  reject  all  bids, 
the  contracting  officer  will,  if  otherwise 
expedient,  inform  each  bidder  of  the 
fact  that  all  bids  have  been  rejected  and 
the  reason  for  such  action.  When  it  is 
necessary  to  reject  all  bids  on  a  construc¬ 
tion  project  IFB  on  the  basis  that  they 
are  too  high,  the  Government’s  estimate 
of  the  construction  project  will  also  be 
furnished  to  each  bidder. 

(e)  Protest  after  award.  If  a  claim 
or  protest  is  made  after  award  that  the 
requirements  of  §  2.201  (d)  of  this  title 
have  not  been  met,  the  matter  will  be 
forwarded  promptly  to  Director  of  Pro¬ 
curement  and  Production,  Hq  USAF, 
through  the  Commander,  AMC,  attn: 
MCPPP,  with  a  full  statement  of  the 
facts  and  recommendations  with  respect 
to  the  consideration  and  disposition  of 
such  claim  or  protest. 

§  1002.408  Synopses  of  contract 
awards. 

§  1002.408-50  Preparation  and  trans¬ 
mittal  of  synopses.  Purchasing  offices 
will  prepare  and  send  one  copy  of  synop¬ 
ses  to  the  addressees  below.  The  synop¬ 
sis  will  be  forwarded  before  the  close  of 
business  at  the  end  of  each  week.  It  will 
be  sent  by  airmail  or  ordinary  mail, 
whichever  is  considered  most  expedi¬ 


tious.  Negative  summaries  are  not 
required. 

(a)  U.  S.  Department  of  Commerce, 
433  West  Van  Buren  Street,  Room  1300, 
Chicago  7,  Ill. 

(b)  Procurement  Information  Center, 
Office  of  the  Deputy  Chief  of  Staff  for 
Logistics,  Department  of  the  Army, 
Room  732,  Old  Post  Office  Building, 
Washington  25,  D.  C. 

§  1002.450  Distribution  of  bids  and  ab¬ 
stracts — (a)  Contracting  officer.  The 
original  of  all  rejected  and  unsuccessful 
bids,  a  copy  of  the  accepted  bid,  and  a 
copy  of  the  abstract  of  bids  will  be 
retained  by  the  contracting  officer. 

(b)  Procurement  information  center. 
Within  3  working  days  after  bids  have 
been  opened  and  final  action*  taken.  Or 
after  it  is  decided  to  cancel  the  invitation 
before  opening  bids,  a  copy  of  the  ab¬ 
stract  will  be  mailed  directly  to  the  Pro¬ 
curement  Information  Center  (see 
§  1002.408-50  (b)  for  address) . 

SUBPART  E — QUALIFIED  PRODUCTS 

§  1002.503  Qualification  of  products . 

§  1002.503-1  Opportunity  to  qualifly. 
(a)  The  Directorate  of  Engineering 
Standards,  Wright  Air  Development 
Center,  ARDC,  issues  a  daily  activity  re¬ 
port  which  lists  and  identifies  all  specifi¬ 
cations  covering  commodities  requiring 
qualification  testing  which  are  used  by 
the  Air  Force.  Using  this  daily  report  as 
its  notification,  Contract  Distribution 
and  Files  Branch  (MCPSD),  Hq  AMC, 
and  the  responsibile  office  at  AMC  field 
procurement  activities  will  notify  all 
known  manufacturers  by  letter  stating 
the  AF  policies  on  procurement  of  quali¬ 
fied  products  and  encouraging  interested 
manufacturers  to  contact  the  Directorate 
of  Engineering  Standards,  Wright  Air 
Development  Center,  ARDC,  for  engi¬ 
neering  data,  specifications,  and  instruc¬ 
tions  for  authorization  of  tests.  MCPSD 
also  will  forward  each  specification  num¬ 
ber,  nomenclature,  and  name  of  qualified 
activity,  listed  in  the  daily  activity  report, 
to  the  U.  S.  Department  of  Commerce, 
Room  1300,  433  West  Van  Buren  Street, 
Chicago  7,  Ill.,  for  publication  in  the  daily 
“Synopsis  of  U.  S.  Government  Proposed 
Procurement,  Sales  and  Contract 
Awards.” 

(b)  Unlisted  manufacturers  request¬ 
ing  to  be  added  to  the  bidders’  mailing 
list  as  manufacturers  of  products  covered 
by  a  Qualified  Products  List  will  be 
informed  by  MCPSD  and  the  responsible 
office  within  AMC  field  procurement  Ac¬ 
tivities  of  the  AF  policies  on  procurement 
of  qualified  products. 

§  1002.504  Qualified  products  lists. 

§  1002.504-50  Extension  of  qualifica¬ 
tion.  Unless  qualification  is  extended  as 
stated  in  this  section,  qualification  will 
apply  only  to  the  product  manufactured 
at  the  plant  which  produced  the  sample 
tested.  The  AF  activity  responsible  for 
this  qualification  may  extend  it  to  the 
identical  product  made  by  other  plants 
of  the  same  manufacturer  or  by  plants  of 
his  subcontractor,  after  it  has  ascer¬ 
tained  either  of  the  following: 

(a)  By  inspection  or  test  of  this  iden- 
’  tical  product,  it  is  equal  in  all  respects  to 
the  qualified  product. 
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cate  with  the  (insert  here  the  name  and  according  to  the  appropriate  part  of  p  ^ 

address  of  the  applicable  office)  and  arrange  1007  of  this  title,  will  be  inciuded1^ 
to  have  the  products  that  they  propose  to  TmrifoHnw  -RiHc  “  uuie&Ca 

offer  tested  for  qualification.  Manufacturers  “J™” ilT\  casetrf  sup. 
having  products  not  yet  listed,  but  which  contracts  Standard  Form  32,  with 
have  been  qualified  or  approved,  are  re-  modifications  and  additions  as  appropfi. 
quested  to  submit  evidence  of  such  qualifies-  ate,  will  be  used.)  Similarly  omitted 
tion  or  approval  with  their  bids,  so  that  their  from  the  sample  are  MCP  71-163  and 
bids  may  be  given  consideration.  71-163C,  which  are  referred  to  in  para- 

Contracting  officers  will  forward  requests  8raP^  D*  “Preservation,  Packaging, 
for  qualification  tests  received  from  sup-  ?a5kLnf  an,irvMar^Ln^’ '  in.^e  sample 
pliers  to  the  appropriate  testing  labora-  Schedule.  Where  that  provision  is  used 
tory  listed  in  the  specification  concerned.  ar\  invitation  for  Bids,  the  forms 
An  interim  reply  will  be  made  to  the  sup-  snouia  De  attached, 
pliers  advising  them  of  the  disposition  of  Terms  and  Conditions  or  the  Invitation 
their  request.  FOR  Bids 

SUBPART  T — IFB  PROVISIONS  Preparation  of  bids,  (a)  Bidder*  w* 

expected  to  examine  the  drawings,  specifics 
§  1002.2001  Long  form,  invitation.  Set  tions.  Schedule,  and  all  instructions. 
forth  below  is  a  sample  Invitation  for  ure  to  do  so  will  be  at  the  bidder’s  risk. 

Bids  using  Standard  Forms  30, 31,  and  36.  (b)  Each  bidder  shall  furnish  the  infor. 

The  sample  does  not  include  the  contract  matum  required  by  the  bid  form.  The  bidder 

General  Provisions.  General  Provisions,  Sd  Sih  coX^aon”'SSt',SS?'S 

PLB  which  he  makes  an  entry.  Erasures  or  other 

.  changes  must  be  initialed  by  the  penon 
■  . .  1  "  l  signing  the  bid.  Bids  signed  by  an  agent 


(b)  Quality  control  and  processing 
standards  at  these  other  plants  are  high 
enough  to  guarantee  a  product  equal  in 
all  respects  to  the  qualified  products  This 
finding  usually  will  be  based  upon  inspec¬ 
tion  of  these  plants. 

§  1002.505  Procurement  of  qualified 
products. 

§  1002.505-2  Solicitation  of  bids.  The 
following  specific  provision  will  be  in¬ 
serted  in  IFB’s  when  soliciting  bids  in¬ 
volving  qualified  products: 

v  Qualified  products:  With  respect  to  prod¬ 
ucts  requiring  qualification,  awards  will  be 
made  only  for  such  products  as  have,  prior 
to  the  time  set  for  opening  of  bids,  been 
tested  and  approved  for  inclusion  in  the 
Qualified  Products  List  (insert  here  the  title 
of  the  applicable  Federal  or  Military  Qualified 
Products  List  or  Lists),  whether  or  not  such 
products  have  actually  been  so  listed  by  that 
date.  Manufacturers  are  urged  to  communi- 


1NVITATION  AND  BID 

(SUPPLY  CONTRACT) 


Materiel  Command 


AIR  FORCE 


Aeronautical  Equipment  Division 
Wright-Patterson  Air  Force  Base*  Ohio 


Attn:  MCPEG-P 


INVITATION  FOR  BIDS 


15  October  1956 


IFB  33-600-57-000 


1  original  and  1  carbon) 


aubject  to  (1)  the  Terns  and  Conditions  of  the  Invitation  for  Bids, 


which  are  incor- 


(2)  the  attached  Schedule,  (3)  General  Provisions  (Standard  Form 


porated  herein  by  reference,  and  (4)  such  other  contract  provisions  and  specifications  as  are  attached  or  incorporated  by 


reference  in  the  Schedule,  will  be  received  at  the  above  office  until 


November  1( 


(date)  and  at  that  tine  publicly  opened,  for  furnishing  the  supplies  or  services 


described  in  the  attached  Schedule. 

mJ&ftSAion^ar&i instructions  to  bidder t  art  contained  t«  the  terms  and  condition*  on  the  reverse  hereof. 


NOTE:  Bids  specifying  less  than  60  days  acceptance  tine  may  not  be  acceptable* 

In  compliance  with  the  above,  the  undersigned  offers  and  agrees,  if  this  Bid  be  accepted  within - calendar  days 

(60  calendar  day*  unless  a  different  period  bo  inserted  by  the  bidder)  from  the  dste  of  the  opening,  to  furnish  any  or  all 

of  the  items  upon  which  prices  are  quoted,  at  the  price  sqt  opposite  each  item,  delivered  at  the  designated  point(s) 

within  the  time  specified  in  the  attached  Schedule, 


K1DCR  REPRESENTS.  ICStck  tpproprtalt  tout) 

(1)  That  the  aggregate  number  of  employees  of  the  bidder 
and  its  sffilistes  is  □  600  or  more,  □  less  thsn  600. 

(2)  That  he  ia  a  □  regular  dealer  in,  □  manufacturer  of, 
the  supplies  bid  upon. 

(3)  (o)  That  he  □  has,  □  has  not,  employed  or  retained 
any  company  or  person  (other  than  a  full-time  bona 
fide  employee  working  solely  for  the  bidder)  to  solicit 
or  secure  this  contract,  and  (6)  that  he  □  has,  □  has 
not,  paid  or  agreed  to  pay  to  any  company  or  person 
(other  than  a  full-time  bona  fide  employee  working 
aolely  for  the  bidder)  any  fee,  commission,  percentage 
or  brokerage  fee,  contingent  upon  or  resulting  from 
the  award  of  this  contract;  and  agrees  to  furnish  in¬ 
formation  relating  to  (a)  and  (6)  above  as  requested 
by  the  contracting  officer.  ( For  interpretation  of  the 
representation,  including  the  term  “bona  fids  em¬ 
ployee,”  see  Cods  of  Federal  Regulations,  Title  44, 

Part  iso.)  ^  sohad.  Prow.  A.  hereof. 

TYTE  or  BUSINESS  (Cfttc*  tpprtprirt,  tor) 

□  Individual  □  Partnership  □  Corporation 
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ceraing  this  Invitation  Is  [buyer’s  name,  of¬ 
fice  symbol,  and  telephone  number]. 

•  Note  5 :  No  bid.  Bidders  receiving  this  In¬ 
vitation  as  a  result  of  being  on  the  mecha¬ 
nized  mailing  list  will  not  be  considered  for 
future  procurements  of  the  items  listed  here¬ 
in  if  they  fall  to  submit  a  bid  unless  they 
request  that  their  name  be  retained  on  the 
mailing  list  for  future  procurements  of  these 
items. 

Note  6:  Survey  feam.  If  the  Bid  or  Pro¬ 
posal  outlined  hereby  is  favorably  consid¬ 
ered,  a  survey  team  may  contact  your  facility 
for  the  purpose  of  determining  your  financial 
and  technical  ability  to  perform.  Current 
financial  statements  and  other  data  pertinent 
to  this  purpose  should  be  available  at  that 
time  if  not  already  on  file  with  the  Air  Ma¬ 
teriel  Command. 


•di  ss  general  information  as  to  the  re¬ 
tirements  of  the  Act  concerning  overtime 
innent,  child  labor,  safety  and  health  pro- 
p8sion».  etc.,  may  be  obtained  from  the  Wage 
d  Hour  and  Public  Contracts  Divisions, 
Soartment  of  Labor,  Washington  25,  D.  C. 
Requests  for  information  should  state  the 
Invitation  number,  the  issuing  agency  and 
the  supplies  covered. 

7  Discounts — (a)  Prompt-payment  dis- 
‘  will  be  included  in  the  evaluation  of 
bids  provided  the  period  of  the  offered  dis- 
Munt  Is  sufficient  to  permit  payment  within 
iuch  period  in  the  regular  course  of  business 
under  the  delivery,  inspection,  and  payment 
nrovisions  of  the  Invitation  and  Bid. 

(b)  In  connection  with  any  discount  of¬ 
fered,  time  will  be  computed  from  date  of 
delivery  of  the  supplies  to  carrier  when  de¬ 
livery  and  acceptance  are  at  point  of  origin. 


0f  the  supplies  to  carrier  when  de- 
■_:ry  and  acceptance  are  at  point  of  origin, 
or”from  date  of  delivery  at  destination  or 
port  of  embarkation  when,  delivery  and  ac¬ 
ceptance  are  at  either  of  those  points,  or 
from  date  correct  invoice  or  voucher  (prop¬ 
erly  certified  by  the  Contractor)  is  received 
in  the  office  specified  by  the  Government  if 
the  latter  date  is  later  than  the  date  of 
delivery.  Payment  is  deemed  to  be  made,  for 
the  purpose  of  earning  the  discount,  on  the 
date  of  mailing  of  the  Government  check. 

8.  Award  of  contract — (a)  The  contract 
will  be  awarded  to  that  responsible  bidder 
whose  bid,  conforming  to  the  Invitation  for 
Bids,  will  be  most  advantageous  to  the  Gov¬ 
ernment,  price  and  other  factors  considered. 

(b)  The  Government  reserves  the  right  to 
reject  any  or  all  bids  and  to  waive  informali¬ 
ties  and  minor  irregularities  in  bids  received. 

(c)  The  Government  may  accept  any  item 
or  group  of  items  of  any  bid.  unless  the  bid¬ 
der  qualifies  his  bid  by  specific  limitations. 
unless  OTHERWISE  PROVIDED  IN  THE 

schedule,  bids  may  be  submitted 

FOR  ANY  QUANTITIES  LESS  THAN  THOSE 
SPECIFIED;  AND  THE  GOVERNMENT  RE¬ 
SERVES  THE  RIGHT  TO  MAKE  AN  AWARD 
ON  ANY  ITEM  FOR  A  QUANTITY  LESS 
THAN  THE  QUANTITY  BID  UPON  AT  THE 
UNIT  PRICES  OFFERED  UNLESS  THE  BID¬ 
DER  SPECIFIES  OTHERWISE  IN  HIS  BID. 

(d)  A  written  award  mailed  (or  otherwise 

furnished)  to  the  successful  bidder  within 
the  time  for  acceptance  specified  in  the  bid 
results  in  a  binding  contract  without  fur¬ 
ther  action  by  either  party.  i 

9.  Seller’s  invoices.  Invoices  shall  be  pre¬ 
pared  and  submitted  in  quadruplicate  unless 
otherwise  specified.  Invoices  shall  contain 
the  following  information:  Contract  and 
order  number  (if  any),  item  numbers,  de- 
icription  of  supplies  or  services,  sizes,  quan¬ 
tities,  unit  prices,  and  extended  totals.  Bill 
of  lading  number  and  weight  of  shipment 
sill  be  shown  for  shipments  made  on  Gov- 
trament  bills  of  lading.  The  following  cer¬ 
tificate,  signed  by  the  Contractor  or  his  au¬ 
thorized  representative,  will  be  shown  on  the 
original  of  the  invoice: 

“I  certify  that  the  above  bill  is  correct  and 
Just  and  that  payment  therefor  has  not  been 
received.” 

When  the  invoice  is  signed  in  the  name  of 
» company  or  corporation,  the  name  of  the 
person  signing  and  the  capacity  in  which  he 
signs  must  appear.  For  example:  “John  Doe 
Company,  by  John  Smith,  Secretary,” 
“Treasurer,”  or  as  the  case  may  be. 


SCHEDULE 


(SUmY  COHTMCT) 


Accounting  and  Appropriation  Data  will  be  included  in  the  Award  Schedule', 


The  auppliea  or  aerrieea  to  be  furnished,  the  ipacificationa,  the  discount*,  the  time  end  piece  of  delivery,  and  any  other  epeefcl 
term*  and  condition*  applicable  to  the  Invitation  for  Bid*,  are  set  forth  beiovr. 


Class » 
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oj  vn 


1002.2002  Special  schedule  descriptions.  5  1002.2002—3  Sample  schedule  description  of  an  "or  equal"  item. 
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§  1002.2002-11  Sample  schedule  description  providing  for  alternate  bids,  f.  o.  b , 
destination  or  f.  o.  b.  carrier’s  equipment. 


uovw*  mv/ov  lUiui any  auvcrusea  Drn- 
curements.  In  a  few  procurements  tel 
urgency  of  the  Government  requirement 
may  make  delivery  by  a  certain  <h i 
essential.  The  Invitation  for  Bids  in 
such  cases  should  contain  a  "require 
delivery”  provision  similar  to  the  sam. 
pie  set  forth  in  this  section  rather  than 
the  ‘‘desired  delivery”  provision  nt 
§  1002.2001. 

Delivery 

Delivery  of  the  articles  listed  herein  h 
REQUIRED  on  or  before  expiration  of  th* 
time  specified  immediately  below: 

- days  after  receipt  of  written 

notice  of  award. 

Bidders  are  cautioned  to  consider  carefuiw 
the  Government’s  required  delivery,  as  bid? 
specifying  delivery  AFTER  the  time  specified 
above  will  be  rejected. 

Bidder’s  proposed  Delivery  Schedule- 

- days  after  receipt  of  written  notice 

of  award. 

If  the  bidder  does  not  state  a  different  de. 
livery  schedule,  the  Government’s  required 
delivery  schedule,  stated  above,  will  apply. 

§  1002.2003-3  Qualification  of  bid. 
ders — (a)  General.  Awards  can  only  be 
made  to  bidders  which  are  determine 
to  be  responsible  and  which  are  flnan. 
cially  and  technically  capable  of  per. 
forming  the  contract. 


CONTINUATION  SHEET 

(SOFFIT  CONTRACT) 


EXAMPLE  OF  BID  "A"  AND  BID  "B" 
CARRIER'S  EQUIPMENT* 


F.O.B.  DESTINATION 


light  assenbly,  Projection  Printer  Type 
FN-7  in  accordance  with  Specification 
MIL-L-26802  (USAF)  dated  28  November  19$$, 

Bid  "A",  F.O.B.  CARRIER'S  EQUIPMENT 

Bid  "B",  F.O.B.  DESTINATION 


F.O.B.  Points 


Bids  are  requested  under  Bid  "A"  of  ■ 
delivery,  at  the  Government's  option 
wharf,  or  freight  station  at  a  speci 
at  or  noar  the  contractor's  plant* 

F.O.B.  Points  (Bid  "A"):  _ 


.tatio 
carri 
r  or  s 


Bids  are  requested  under  Bid  "B"  of  i 
delivery  of  all  transportation  charg< 
the  contractor* 


.tatioh  based  i 
-o  destination 


THE  ABOVE  EIAMPLE  MAY  BE  MODIFIED  AS  INDICATE 
DESIRED  FOR  ALTERNATE  F.O.B*, POINTS  IN  ADDITi 
FOR  DEFINITE  CONSIGNEES. 


ID  BELOW 

:on  to  d: 


WHEN 

ISTINA 


(See  1  1.307  oi 
this  title  and  Part  1052  of  this  chapter.) 
It  should  be  the  constant  aim  of  con. 
tracting  officers  within  this  general  pol¬ 
icy  framework  to  solicit  bids  from  a  suf¬ 
ficient  number  of  potential  bidders  to 
assure  full  and  free  competition.  New 
business  firms  found  to  be  responsible, 
whether  small  or  large, -should  be  given 
the  same  opportunity  to  compete  as  other 
firms  having  a  long  record  of  satisfac¬ 
torily  performed  contracts  with  the 
Government. 

(b)  Special  qualifications.  In  unusual 
cases  (see  §  1002.406-3),  special  qualifi¬ 
cations  may  have  to  be  inserted  in  in¬ 
vitations  due  to  the  complexity  of  the 
equipment  being  purchased  or  for  some 
other  special  reason.  Sample  clauses  are 
set  forth  in  this  section  covering  these 
types  of  situations  to  again  serve  as  a 
reminder  that,  in  spite  of  the  need  for 
such  special  conditions,  formal  advertis¬ 
ing  may  nevertheless  be  employed. 
Since  such  conditions  tend  to  reduce 
competition  and  to  eliminate  potential 
bidders,  these  conditions  should  only  be 
used  where  necessary  to  protect  the  Gov¬ 
ernment’s  interests  (see  §  1002.2003-1). 
In  any  event,  such  special  conditions  as 
to  qualifications  of  bidders  should  not  be 
so  limiting  as  to  reduce  the  number  of 
potential  bidders  to  the  poiil£  where  full 
and  free  competition  will  not  be  ob¬ 
tained.  The  following  subparagraphs 
set  forth  sample  provisions  for  use  in 
these  unusual  situations: 

(1)  Construction  contract  sample. 

Bidder’s  Qualifications 

All  bidders  are  hereby  notified  that  any  W 
submitted  in  response  to  this  advertisement 
must  be  accompanied  by  a  statement  of  facte 
in  detail  of  the  business  and  technical  organ¬ 
ization  of  the  bidder  available  for  the  con¬ 
templated  work  including  financial  resour®5 
and  building  experience.  The  Government 
expressly  reserves  the  right  to  reject  any  Wc 
in  which  the  facts  as  to  the  business  and 
technical  organization,  financial  resources. 


Li^it  Assembly,  Projection  Printer  Type 
FN-7  in  accordance  with  Specification 
MIL-L-26802  (USAF)  dated  28  November  19$$, 

Bid  "A"  *  F.O.B*  CARRIER'S  EQUIPMENT 

Bid  "B"  :  F.O.B.  DESTINATION 


Bid  "C"  l  F.O.B.  DESTINATION  AS 
SHOWN  BELOV: 


Mobile 


§  1002.406-3).  However,  the  availability 
of  such  special  conditions  where  prop¬ 
erly  applied  is  pointed  out  in  this  sec¬ 
tion  for  the  purpose  of  illustrating  that 
formal  advertising  may  still  be  employed 
despite  the  need  for  the  insertion  of 
special  conditions. 

§  1002.2003-2  Required  delivery 
schedule.  Paragraph  P  in  the  Schedule 
of  the  sample  IFB  in  §1002.2001  advises 
bidders  of  the  delivery  schedule  desired 
by  the  Government  and  then  asks  the 
bidder  to  offer  its  own  delivery  schedule 
within  a  stipulated  maximum  number  of 
days.  With  that  provision  in  the  IFB, 
award  will  normally  be  made  to  the  low¬ 
est  responsible  bidder  regardless  of  the 
fact  that  the  delivery  schedule  offered  is 
somewhat  longer  than  the  desired  deliv¬ 
ery  schedule  but  not  exceeding  the  stip¬ 
ulated  maximum  number  of  days.  Since 
permitting  the  bidders  to  establish  its 
own  delivery  schedule  normally  results 
in  lower  cost  to  the  Government,  the 


§  1002.2003  Special  contract  provi¬ 
sions. 

§  1002.2003-1  General.  The  use  of 
formal  advertising  is  not  impractical 
merely  because  certain  special  conditions 
must  be  applied  with  respect  to  matters 
other  than  the  description  of  the  sup¬ 
plies  or  services  being  procured.  Since 
maximum  use  of  formal  advertising  is 
required,  the  insertion  of  special  condi¬ 
tions  in  Invitations  for  Bids,  thereby 
enabling  these  procurements  to  be  for¬ 
mally  advertised,  may  be  necessary;  pro¬ 
vided  these  conditions  are  not  otherwise 
unduly  restrictive  and  are  properly  uti¬ 
lized.  Sections  1002.2003-2  through 
1002.2003-6  set  forth  additional  sample 
provisions  covering  other  special  condi¬ 
tions  which  are  used  with  varying  fre¬ 
quency.  In  particular,  the  special  condi¬ 
tions  relating  to  qualifications  of  bidders 
(§  1002.2003-3)  should  not  be  employed 
except  where  necessary  to  protect  the 
interests  of  the  Government  (see  also 
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huilding  experience,  compared  with  the 
project  bid  upon.  Justifies  such  rejection. 

(2)  Supply  contract  sample . 

Bidder’s  Qualifications 

Bidders  must  be  regularly  engaged  in  the 
ness  covered  by  these  specifications  and 
Messed  of  satisfactory  financial  and  tech- 
abiiity  and  of  equipment  and  an  organ- 
n"Ton  to  insure  a  satisfactory  completion  of 
"“  contract,  and  must  have  established  a 
tc  factory  record  in  the  past  for  completion 
f  contracts  of  similar  character  and  extent. 

The  contracting  Officer  shall  be  the  judge  of 
the  facts  submitted  in  support  of  bidders’ 
leirns  as  to  competency.  The  fact  that 
twines  and  specifications  have  been  fur- 
ished  to  bidders  will  not  limit  the  Govern¬ 
ment’s  right  to  Judge  as  to  competency  after 
bids  have  been  received. 

(3)  Supply  and  installation  contract 

sample. 

Bidder’s  Qualifications 

Bids  to  furnish  and  install  the  equipment 
specified  will  be  accepted  only  from  bidders 
»ho  are  versed  in  the  art  of  water  steriliza¬ 
tion  by  means  of  chlorine  gas.  and  who  have 
teen  engaged  in  the  business  either  as  manu- 
fecturers  of  such  equipment  or  as  suppliers 
»nd  Installers  of  such  equipment  for  a  period 
ol  not  less  than  five  (5)  years  and  who  have 
actually  made  similar  installations  of  a  satis¬ 
factory  character.  Bidders  shall  submit  with 
their  proposals  a  list  of  not  less  than  three 
13)  such  installations  which  are  now  operat¬ 
ing  satisfactorily  and  have  been  so  operating 
for  a  period  of  not  less  than  two  (2)  years. 
The  Government  reserves  the  right  to  reject 
»ny  bid  which  does  not  comply  with  the 
above  requirements. 

51002.2003-4  Samples.  Procurements 
i  where  the  Government  requires  samples 
lor  evaluation  purposes  prior  to  award 
can  be  accomplished  by  formal  advertis¬ 
ing.  Perhaps  the  most  critical  factor  in 
using  formal  advertising  where  samples 
are  required  is  to  assure  that  samples  are 
received  prior  to  the  opening  of  bids, 
since  a  bidder  which  withholds  its  sam¬ 
ple  until  after  the  opening  of  bids  is  in  a 
poation  to  avoid  award  by  refusing  to 
furnish  a  sample  (see  §  1002.403-51). 
Set  forth  in  this  section  is  an  example 
of  a  Schedule  provision  requiring  sub¬ 
mission  of  samples: 

Submission  of  Samples 

(*)  All  bidders  are  hereby  notified  that 
umples  must  be  furnished,  prior  to  the 
opening  of  bids,  to  the  issuing  office  indi¬ 
cated  above  for  test  and  evaluation.  Sami 
pies  will  be  subjected  to  test  in  accordance 
with  paragraphs  2.1  and  3.13  of  Specifica¬ 
tions  MIL-T-10308.  Any  sample  failing  in 
any  portion  of  the  tests  will  be  deemed  suffi¬ 
cient  basis  for  rejection  of  the  bid.  Sam¬ 
ples  submitted  shall  conform  in  every  respect 
with  the  requirements  of  the  1FB.  Since 
amples  are  required  for  evaluating  bids, 
nonconforming  samples  shall  result  in  re¬ 
fection  of  the  bids. 

|  L  (b)  Failure  of  a  bidder  to  have  furnished 
i  samples  will  result  in  rejection  of  that  bid. 
However,  the  bid  will  not  be  rejected  if  the 

Cder  has  previously  offered  a  product  which 
been  previously  procured  or  previously 
tested  so  that  further  testing  of  a  sample 
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§  1002.2003-5  Descriptive  literature.  * 
(a)  The  Government  may  wish  to  have  ' 
bidders  furnish  descriptive  literature  1 
with  their  bids  to  assist  in  determining  ‘ 
whether  the  bidder’s  product  meets  the  t 
Government  requirement.  , 

(b)  Set  forth  in  this  paragraph  is  a 
sample  provision  making  the  submission  i 
of  descriptive  literature  mandatory :  i 

Descriptive  Literature 

(a)  All  bidders  under  this  Invitation  for  * 
Bids  will  be  required  to  submit  to  the  Gov-  1 
ernment  the  descriptive  literature  listed  be-  1 
low.  Such  literature  shall  be  submitted  with  1 
the  bids  and  shall  conform  in  every  respect  1 
with  the  requirements  of  the  Invitation  for  . . 
Bids.  Since  descriptive  literature  is  required 
for  evaluating  bids,  nonconforming  literature 
shall  result  in  rejection  of  that  bid.  The 
descriptive  literature  relative  to  design  ap-  i 
proaches,  etc.  which  will  be  required  for  1 
evaluation  purposes  is  as  follows: 

( 1 )  Outline  drawings  of  the  overall  equip¬ 
ment  item  and  major  components  thereof 
showing  size,  arrangement  of  parts,  weight, 
and  any  other  physical  features  of  a  major 
nature. 

(2)  Schematic  diagrams  for  the  overall 
equipment  items  showing  controls,  protective 
devices,  valves,  gauges,  and  other  compo¬ 
nents,  including  identification  of  known 
commercial  major  components  by  nameplate 
or  catalog  rating  thereof. 

(3)  A  listing  of  the  Government  require¬ 
ments,  by  specification  paragraph  number 
and/or  noun  description,  followed  by  a  state¬ 
ment  indicating  compliance  and,  where  ap¬ 
plicable,  details  of  the  engineering  design 
approach.  In  no  case  will  an  award  based  on 
the  foregoing  data  constitute  a  waiver  of 
the  requirements  of  the  specification  as  to 
acceptance,  inspection,  testing,  or  any  other 
provisions  of  the  specification. 

(b)  Failure  of  a  bidder  to  have  furnished 
descriptive  literature  will  result  in  rejection 
of  that  bid.  However,  the  bid  will  not  be 
rejected  if  the  bidder  has  previously  offered 
a  product  which  has  been  previously  pro¬ 
cured  so  that  additional  descriptive  litera¬ 
ture  would  not  add  to  the  Government’s 
knowledge  of  the  acceptability  of  the  prod¬ 
uct.  The  Contracting  Officer  will  verify  that 
the  product  previously  procured  is  adequate 
to  meet  the  requirements  of  this  Invitation 
for  Bids.  Upon  verification,  the  requirement 
for  furnishing  descriptive  literature  may  be 
waived  as  to  that  bidder. 

§  1002.2003-6  Alternate  "bids.  As  a 
general  rule,  bidders  offering  items 
which  do  not  comply  with  the  specifica¬ 
tions  of  the  Invitation  for  Bids  cannot 
receive  the  award  even  though  the  pro¬ 
posed  deviation  is  acceptable  to  the  Gov¬ 
ernment  since  other  bidders  might  have 
offered  even  better  prices  had  they 
known  that  the  deviation  would  be  ac¬ 
ceptable.  In  some  cases,  however,  the 
!  Government  may  know  at  the  time  of 
,  preparing  the  Invitation  for  Bids  that 
■  certain  deviations  will  be  acceptable  if 
they  result  in  lower  cost  to  the  Govern- 
1  ment.  In  that  event,  the  Invitation  for 
•  Bids  may  inform  all  bidders  that  alter- 
|  nate  bids  based  on  the  specified  deviation 
f  will  be  considered  for  award.  Sample 
»  provisions  authorizing  such  alternate 


rently  specified  in  the  specification  and  the 
weight  does  not  increase  by  more  than  25 
pounds.  In  submitting  such  alternates,  bid¬ 
ders  wUl  submit  adequate  data  and  written 
statements  to  show  that  the  milt  proposed 
to  be  furnished  complies  with  the  above 
requirements. 

Bids  in  accordance  with  the  specification  * 
requirements  and  bids  in  compliance  with 
the  above  alternate  specification  require¬ 
ments  are  equally  acceptable  to  the  Gov¬ 
ernment  and  award  will  be  made  to  the  low¬ 
est  responsive  bidder  thereon.  Thus  award 
will  only  be  made  to  the  bidder  offering  an 
alternate  bid  if  same  is  lower  than  the  low¬ 
est  bidder  ^meeting  the  specification  require¬ 
ments  of  this  Invitation  for  Bids. 

or 

Alternate  Bids 

All  bidders  are  hereby  notified  that  they 
may,  if  they  so  desire,  propose  alternate  bids 
complying  with  the  specifications  on  Item  1 
hereof,  except  that  metal  containers  may  be 
utilized  in  lieu  of  wood,  provided  further 
however,  that  the  gross  welgl^  does  not  ex¬ 
ceed  that  specified  in  the  packaging  sheet 
attached  to  this  Invitation. 

In  the  evaluation  of  the  alternate  bids, 
award  will  only  be  made  thereon  (if  other¬ 
wise  acceptable)  if  same  is  lower  than  the 
lowest  bidder  meeting  the  specification 
requirements  of  this  Invitation  for  Bids. 


•wild  not  add  to  the  Government’s  knowi-'  bids  are  set  forth  in  this  paragraph: 

%  of  the  acceptability  of  the  product.  at  Rrn« 

TH*  Contracting  Officer  will  verify  that  the 
Product  previously  procured  or  previously  All  bidders  are  hereby  notified  that  they 
tested  is  adequate  to  meet  the  requirements  may,  if  they  so  desire,  propose  alternate  bids 
the  Invitation  for  Bids.  Upon  verifies-  complying  with  the  specifications  on  Item  1 
tbn,  the  requirement  for  furnishing  sam-  hereof,  provided  that  the  outside  dimensions 
pies  may  be  waived  as  to  that  bidder.  of  the  unit  does  not  exceed  10%  of  that  cur- 


Part  1003 — Procurement  by 
Negotiation 

Subpart  A — Use  of  Negotiation 

1003.101  Negotiation  as  distinguished  from 
formal  advertising. 

1003.101- 51  Objectives  of  negotiation. 

1003.101- 52  Use  of  negotiation. 

1003.101- 53  Steps  in  negotiation. 

1003.101- 54  Conduct  of  negotiations. 

1003.107  Late  proposals  and  late  unsolicited 
revisions  to  proposals. 

1003.107—2  Procedure. 

1003.108  Negotiation  of  Initial  production 
contracts  for  technical  or  specialized 
military  supplies. 

1003.150  Notice  of  protest  against  award. 

1003.153  Requests  for  proposals:  percentage 
of  subcontracting. 

1003.154  Award. 

Subpart  B — Circumstances  Permitting  Negotiation 

1003.201  National  emergency. 

1003.201- 1  Authorization. 

1003.201- 2  Application. 

1003.202  Public  exigency. 

1003.202- 2  Application. 

1003.204  Personal  or  professional  services. 

1003.204- 1  Authorization. 

1003.204- 2  Application. 

1003.207  Medicines  or  medical  supplies. 
1003.207-2  Application. 

Subpart  D — Types  of  Contract 

1003.401  Authorized  types  of  contracts. 

1003.402  Fixed -price  contracts. 

1003.402- 1  Firm  fixed  price. 

1003.402- 2  Fixed  price  with  escalation. 

1003.403  Fixed  price  contracts  with  pro¬ 
visions  for  redetermination  of  price. 

1003.403- 4  Optional  interim  cost  data  pro¬ 
vision. 

1003.403- 5  Optional  celling  price  provision. 

1003.403- 6  Form  I  (FPR-I) ,  periodic  pricing 
at  fixed  intervals  (prospective  only). 

1003.403- 7  Form  II A  (FPR-HA),  optional 
periodic  pricing  upon  demand  (pros¬ 
pective  only) . 

1003.403- 8  Form  IIB  (FPR-HB) ,  retroactive 
and  prospective  price  redetermination 
(including  further  prospective  redeter¬ 
mination  upon  demand). 


RULES  AND  REGULATIONS 


§  1003.101-52  Use  of  nepoftaifon 
Contracting  officers  of  foreign  procure 
ment  activities  of  the  Air  Force  will  can! 
sider  negotiation  the  normal  method^ 
procurement.  Contracting  officers  oth° 
than  those  of  foreign  procurement  wSu 
ities  should  even  during  the  period  of  th 
present  national  emergency,  consider  ne 
gotiation  as  the  unusual  method  of  pyT 
chasing,  and  should  consider  the  um 
and  normal  method  to  be  formal  advw 
tising  as  set  forth  in  §  1002.102  of  thii 
chapter.  The  fact  that  circumstances 
exist  which  permit  negotiation  underthl 
Armed  Services  Procurement  Act  does 
not  settle  the  question  of  whether  or  not 
to  negotiate.  Even  where  such  permit, 
sive  circumstances  exist,  the  decision 
whether  to  negotiate  or  to  advertise 
should  be  based  on  practical  considers, 
tions.  Among  such  considerations  art* 

(a)  Number  and  location  of  potent^ 
supplier.  The  greater  the  number  of  po- 
tential  suppliers,  and  the  more  widely 
they  are  distributed,  the  greater  is  the 
difficulty  of  individual  solicitation,  and 
the  more  desirable  is  formal  advertW 

/u.\  « -i  _ i.  .  * 


See*  *  * 

1003.403- 9  Form  in  (FPR-III),  retroactive 
price  revision  (mandatory  sinless  deter¬ 
mined  otherwise  by  contracting  officer). 

1003.403- 10  Form  IV  (FPR-IV) ,  retroactive 
price  revision  (mandatory,  with  limited 
upward  revision). 

1003.403- 11  Form  V  (FPR-V) ,  price  revision 
upon  happening  of  specific  contingency. 

1003.404  Incentive-type  contracts. 

1003.404- 2  Fixed-price  incentive  types. 

1003.404- 6  Cost-plus-incentive-fee  con¬ 
tracts  (CPIF) . 

1003.405  Cost  contract. 

1003.405- 2  Cost  reimbursement  contract 
(CR). 

1003.405- 3  Cost  sharing  contract  (CS). 

1003.406  Cost-plus-a-fixed-fee  contract. 

103.406-2  Limitation  on  fixed  fee. 

1003.407  Time  and  materials  contract 
(T-M). 

1003.408  Letter  contract  or  letter  of  intent. 

2003.409  Other  types  of  contracts. 

1003.409-1  Basic  agreement  (BA). 

1003.409.2  Indefinite  quantity  and  delivery 

contract. 

Subpart  E — Advance  Payments 

1003.501  Nature  of  advance  payments. 

1003.502  Authority  to  make  advance  pay¬ 
ments. 

1003.504  Security  provisions. 

1003.505  Interest  on  advance  payments. 

1003.550  Definitions. 

1003.552  Payment  of  advance  payment 
moneys  to  contractor. 

1003.553  Submission  of  contractor’s  request 
for  payment  of  advance  moneys  into  the 
special  bank  account. 

1003.554  Supervision  of  special  bank  ac- 
’  counts. 

1003.555  Supervisory  duties  in  connection 
with  withdrawals  from  special  bank  ac¬ 
counts. 

1003.556  Withdrawals  for  purpose  of  mak¬ 
ing  subadvances  to  subcontractors. 

1003.558  Change  in  contractor’s  ability  to 
perform  contract. 

1003.559  Use  of  advance  payments  under 
terminated  contracts. 

1003.560  Repayment  of  advance  payments. 

1003.562  Limitation  of  authority  of  con¬ 
tracting  officers  to  make  and  administer 
advance  payments. 

Subpart  F — Small  Purchases 

1003.601  Purpose. 

1003.604  Imprest  funds  (petty  cash) 
method. 

1003.604- 1  Conditions  for  use. 

1003.604- 2  Documentation. 

1003.604- 4  Delivery  of  cash  purchases  by 

'  suppliers. 

1003.605  Order-invoice-voucher  method. 

1003.605- 1  Limitations  on  use. 

1003.606  Blanket  purchase  agreement 
method. 

1003.606- 1  General. 

1003.606- 2  Establishment  of  blanket  pur¬ 
chase  agreement. 

1003.606- 3  Conditions  for  use. 

1003.607  Use  of  Department  of  Defense  or 
departmental  procurement  forms. 

1003.651  Credit  cards. 

1003.651- 2  General. 

1003.651- 3  Issuance  of  tax  exemption  cer¬ 
tificate. 

« 

Subpart  G— Negotiated  Overhead  Rates 

1003.703  Applicability. 

1003.704  Contract  clauses. 

1003.704- 1  Contracts  with  commercial  con¬ 
cerns. 

1003.704- 2  Contracts  with  nonprofit  and 
educational  institutions. 

Subpart  H — Pricing 

1003.800  Scope  of  subpart. 

1003.801  Pricing  policy. 

1003.801- 1  Importance  of  sound  pricing. 

1003.801- 2  Responsibility. 


Covered  by  Certificates  of  Necessity  for  Con-  the  more  desirable  is  formal  advertising, 
tract  Pricing  Purposes  (b)  Mature  of  items  purchased.  If 

1003.902  Definitions.  items  being  purchased  are  of  a  kind 

1003.903  Air  Force  Emergency  Facilities  De-  which  can  be  used  interchangeably  with 

preciation  Board.  competitive  items,  formal  advertising 

1003.903-1  Delegation  of  authority.  will  generally  produce  better  resulti 

1003.904  Department  of  Defense  instruction  Conversely,  if  the  items  are  peculiar  to 

„  one  manufacturer  or  are  propriety  to 
Boa?d  and  responsibilities  of  nature,  and  therefore  formal  advert^ 

1003.906  Procedures.  can  be  expected  to  result  in  only  mm 

1003.907  Duties  and  responsibilities  of  In-  acceptable  bid  negotiation  is  the  prefer* 
dustrial  Resources  Division,  Hq  AMC.  able  means  Of  procurement. 

1003.908  Duties  and  responsibilities  of  af  (c)  Time  requirement.  If  the  items 

buying  personnel.  are  needed  immediately,  negotiation  nay 

1003.910  Contractors’  requests  for  determi-  be  necessary.  Formal  advertising  pro- 

"T!18  ^  \rUf  dePreci*tlon-  cedures  generally  require  a  minimum  of 

1003.910-1  List  of  contractor  information.  1rt  .  j , 

10  days  after  an  invitation  is  issued  for 

Subpart  J — Use  of  Price  Differentials  in  Placing  preparation  and  submission  of  bids,  and 
Procurement  by  Negotiation  an  even  longer  period  of  time  is  desirable. 

1003.1000  Scope  of  subpart.  (d)  Amount  of  purchase.  Although 

1003.1001  Applicability  of  subpart.  there  is  no  statutory  requirement  for  ad- 

1003.1002  Policy.  vertising  if  the  amount  of  the  contract 

1003.1003  Justifiable  price  differentials.  is  $1,000  or  less,  advertising  may  still  be 

Subpart  T— Administration  of  All  Types  of  Price  desirable  when  there  are  a  large  number 
Revision  Clauses  of  potential  suppliers,  and  where  it  is  not 

1003.2008  Tax  credits  In  price  redetermina-  certain  t^t.a  Quotation  of  $1,000  or  less 
tion  nroeeedine’s.  Can  be  Obtained. 


However,  the  cost  ci 
preparing  and  distributing  a  large  num¬ 
ber  of  invitations  to  bid,  with  accom- 
drawings 


and  specification, 


panying 
should  be  considered. 

(e)  Type  of  contract  contemplate. 
Formal  advertising  can  only  result  in  i 
fixed-price  contract  ■without  price  revi¬ 
sion  or  incentive  features,  except  as 
otherwise  authorized.  If  any  other  type 
of  contract  is  anticipated  as  necessary 
to  protect  the  interest  of  the  Govern¬ 
ment,  this  fact  should  be  considered  in 
deciding  whether  to  advertise  or  ne¬ 
gotiate. 

negotiation. 


§  1003.101-53  Steps 
The  process  of  negotiation  commence! 
after  the  establishment  of  a  requirement 


and  is  finally  completed  upon  the  execu¬ 
tion  and  distribution  of  a  definitive  con¬ 
tract.  The  following  important  consid¬ 
erations,  not  necessarily  in  the  same  se¬ 
quence,  are  involved  in  the  process  of 
varying  degree  depending  upon  the  cir¬ 
cumstances  surrounding  a  particular  w* 
gotiation. 
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u)  'Determination  that  description  of 
•  V*  adequate  for  negotiation .  This  is 
*\aaiar  step  toward  a  successful  negoti- 
fonT  An  inadequate  description  of  the 
Sn  to  be  procured  may  effectively  limit 
Snpetition,  or  delay  negotiations  by  re- 
^iririg  amendments  or  deviations  to  the 
J«rk  statement.  Accordingly  the  con¬ 
tacting  officer  will  assure  himself  that 
*2  item  description  is  adequate  to  mini- 
«jae  delay  and  to  achieve  the  desired 
degree  of  competition. 

(b)  Verification  of  the  requirement. 
During  the  course  of  negotiation  the  con¬ 
tacting  officer  at  some  stage  will  verify 
tie  requirement  with  the  initiating  office 
tc  the  end  that  only  desired  quantities  or 
services  are  procured.  This  is  particu¬ 
larly  important  in  those  circumstances 
where  negotiations  have  been  prolonged, 
or  the  description  of  the  item  or  delivery 
schedule  is  changed  in  negotiation. 

(c)  [Reserved.] 

(d)  Selection  of  sources  to  he  solicited. 
<1)  successful  accomplishment  of  pro¬ 
curement  depends  largely  on  the  degree 
of  care  exercised  at  the  outset  in  select¬ 
ing  prospective  contractors.  No  matter 
how  much  skill  the  contracting  officer 
n»y  possess,  the  effectiveness  of  his 
actions  is  limited  by  the  characteristics 
of  the  sources  with  whom  he  deals.  His 
bargaining  position  is  improved  by  his 
ability  to  deal  with  two  or  more  sources 
through  the  introduction  of  competition 
into  the  negotiations.  The  controlling 
principle  in  this  selective  process  should 
be  that  real  competition  is  the  most  effec¬ 
tive  method  yet  devised  to  bring  about 
reasonable  terms  and  close  prices.  Prior 
to  conducting  negotiations,  therefore,  the 
contracting  officer  will  decide  what  po¬ 
tential  contractors  should  be  asked  to 
aubmit  quotations.  ( See  Subpart  P,  Part 
M01  of  this  chapter,  “Debarred,  Ineligi¬ 
ble,  and  Suspended  Bidders.")  Relief 
from  the  requirement  of  formal  advertis¬ 
ing  and  exercise  of  the  privilege  of  ne¬ 
gotiation  does  not  waive  the  requirement 
that  competition  should  be  obtained  to 
the  maximum  extent  consistent  with  the 
product  being  procured  and  the  size  of 
the  procurement.  The  contracting  offi¬ 
cer  is  required  to  exercise  judgment  in 
lending  how  many  and  what  sources  to 
solicit. 

(2)  A  major  consideration  to  the  AF 
negotiator  is  that  contractors  provide 
their  own  industrial  facilities  in  lieu  of 
Government  provision  of  facilities. 
When  Government  facilities  are  required, 
naiysis  of  quotations  will  adhere  strictly 
,  to  §  13.407  of  this  title.  Hence,  during 
the  proposal  stage,  requirements  for 
;  Government  industrial  facilities  will  be 
identified  in  appendix  listings  and  justi¬ 
fied  by  prospective  contractors.  The 
contractors’  justifications  should  include 
statements  with  respect  to  schedules  of 
the  appendix  (§  1013.2404  of  this  chap¬ 
ter)  and  why  additional  facilities  are 
KQUired,  with  Government  financing, 
over  and  above  facilities  which  con¬ 
tractors  will  provide. 

(e)  Request  for  proposals.  Request 
for  Proposals  (RFP’s)  will: 

|  tl)  Be  made  to  all  selected  sources  at 
the  same  time.  No  one  of  such  sources 
be  given  the  advantage  which  follows 
from  advance  knowledge  that  proposals 
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are  to  be  requested.  RFP’s,  when 
mailed,  will  be  sent  as  first  class  mail. 

(2)  Contain  all  the  necessary  informa¬ 
tion  required  for  the  preparation  of  a 
quotation  by  the  contractor. 

(3)  Establish  reasonable  and  specified 
time  for  receipt  of  proposals.  Provide 
that  written  proposals  will  be  received 
until  the  close  of  business  on  a  specified 
date,  and  any  extension  of  time  granted 
at  the  request  of  one  bidder  will  be 
granted  uniformly  to  all  bidders. 

(4)  Be  complete  with  respect  to  item 
description,  required  and/or  desired 
delivery  schedule,  and  contract  clauses. 

(5)  Specifically  require  price  break¬ 
downs,  when  such  are  desired. 

(6)  Contain  a  special  provision  sub¬ 
stantially  as  follows  (see  §  9.111  of  this 
title) : 

When  a  bidder’s  proposal  exceeds  $25,000 
In  total  amount  and  contains  a  cost  or 
charge  for  royalties  In  excess  of  $250,  the 
following  information  must  be  furnished 
on  each  separate  Item  of  royalty: 

(1)  Name  and  address  of  licensor. 

(ii)  Date  of  license  agreement. 

(ill)  Applicable  patent  numbers  or  patent 
application  serial  numbers. 

(lv)  Brief  description,  Including  any  part 
or  model  numbers  of  each  item  or  compo¬ 
nent  on  which  the  royalty  Is  payable. 

(v)  Percentage  or  dollar  rate  of  royalties. 
<vi)  Total  dollar  amount  of  royalties. 

(7)  Contain  the  provisions  set  forth  in 

§  1053.101-6  (b)  (5)  of  this  chapter 

where  required  by  §  1053.101  of  this 
chapter.  (See  also  §  1053.101-6  (b)  (7) 
of  this  chapter  for  the  clause  to  be  in¬ 
serted  in  contracts  resulting  from  RFP’s 
containing  the  above-cited  provisions.) 

(g)  Further  negotiations.  The  con¬ 
tracting  officer  is  at  liberty  to  conduct 
further  negotiations  as  contemplated  by 
§  3.101  of  this  title  with  any  or  all  of  the 
concerns  submitting  proposals.  Con¬ 
trary  to  formal  advertising  procedures, 
when  the  purchase  is  being  negotiated, 
there  is  no  restriction  on  changes  in . 
prices  or  other  terms  of  a  proposal  at 
any  time  prior  to  award.  If  one  concern 
is  given  an  opportunity  to  revise  its 
quotation,  others  who  are  within  a  com¬ 
petitive  price  range  and  capable  of  meet¬ 
ing  requirements  must  in  fairness  be 
given  an  equal  opportunity.  Further, 
where  the  request  for  proposals  states,  or 
an  announcement  is  made  by  the  con¬ 
tracting  officer,  that  negotiations  will  be 
conducted  after  receipt  of  proposals, 
such  negotiations  are  then  mandatory. 

(h)  Prenegotiation  reviews.  (1) 
When,  in  the  procurement  cycle,  it  be¬ 
comes  advantageous  and  necessary  to 
meet  with  the  contractor  to  agree  upon 
the  terms  and  conditions  of  a  proposed 
contract  or  upon  adjusted  prices  on  an 
existing  contract,  the  meeting  will  be 
preceded  by  a  conference  of  the  Gov¬ 
ernment  representatives  who  will  make 
up  the  negotiating  team.  This  prenego¬ 
tiation  conference  will  permit  the  Gov¬ 
ernment  team  to:  Discuss  the  contrac¬ 
tor’s  proposal  in  detail  sufficient  to 
achieve  understanding,  express  opinions 
and  air  problems  that  relate  to  the  pro¬ 
posal  and  to  the  contractor’s  operations 
but  which  should  be  resolved  prior  to 
the  meeting  with  the  contractor,  and 
determine  negotiation  objectives  and  the 


course  of  action  to  be  followed  in  realiz¬ 
ing  these  objectives. 

(2)  The  negotiating  team  generally 
will  include  the  contracting  officer 
(either  administrative  or  procuring  or 
both,  as  appropriate),  the  price  or  cost 
analyst  and  all  others  (including  the  as¬ 
signed  auditor  in  major  procurements) 
who  have  specific  and  pertinent  informa¬ 
tion  to  contribute.  The  team  member¬ 
ship  will  always  be  restricted  to  those 
few  absolutely  necessary  to  advance  the 
progress  of  the  negotiations,  although 
this  limitation  should  not  be  construed  to 
exclude  observers  assigned  for  training 
purposes. 

( 3 )  There  will  be  occasions  when  those 
responsible  for  manually  approving  con¬ 
tracts  within  AF  procuring  activities  will  ’ 
find  it  advantageous  to  be  briefed  by  the 
negotiating  team  after  negotiation  ob¬ 
jectives  have  been  finned  but  prior  to 
the  conference  with  the  contractor. 
Procedures  for  this  type  of  prenegotia¬ 
tion  review  should  be  determined  locally. 
It  will  be  discovered  that  review  is  par¬ 
ticularly  fruitful  if  procurements  involve 
situations  where: 

(i)  A  new  contract  follows  con¬ 
tracts)  where  contractor’s  perform¬ 
ance  was  unsatisfactory. 

(ii)  A  need  for  a  significant  change 
in  profit  pattern  is  indicated. 

(iii)  A  new  procurement  substantially 
increases  a  contractor’s  annual  sales  and 
production  volume. 

(iv)  Costs  have  increased  drastically 
beyond  those  originally  estimated. 

(v)  Items  procured  have  performed 
poorly  and  required  modification  and 
retrofit. 

(vi)  Superior  performance  indicates 
justification  for  additional  profit  consid¬ 
eration. 

(vii)  The  procurement  obligates  a  sig¬ 
nificant  portion  of  the  AF  budget. 

§  1003.101-54  Conduct  of  .  negotia¬ 
tions.  The  following  principles  and 
practices  will  be  adhered  to  by  procure¬ 
ment  personnel  in  the  conduct  of  nego¬ 
tiations. 

•  (a)  Negotiations,  including  price  re¬ 
determinations,  will  be  conducted  in  a 
timely  manner.  After  a  contractor’s 
proposal  has  been  adequately  evaluated 
by  the  contracting  officer  and  other  tech¬ 
nical  and  supervisory  personnel  when 
necessary,  negotiations  will  be  resolved 
with  expedition,  and  not  unnecessarily 
delayed  by  prolonged  negotiations  if  no 
substantial  benefits  will  accrue  further 
to  the  Government. 

(b)  The  contracting  officer  must  be 
fair  in  dealing  with  prospective  contrac¬ 
tors.  The  following  examples  are  con¬ 
sidered  to  be  unfair: 

(1)  Revealing  to  one  prospective  con¬ 
tractor,  in  advance  of  soliciting  pro¬ 
posals  from  other  contractors,  the  fact 
that  a  certain  procurement  is  about  to 
be  placed. 

(2)  Revealing  to  one  prospective  con¬ 
tractor  figures  pertaining  to  cost  and 
profit  submitted  by  another  contractor. 
This  is  not  intended  to  prevent  the  con¬ 
tracting  officer  from  advising  one  pro¬ 
spective  contractor,  during  the  course  of 
negotiation  and  prior  to  award,  that 
lower  quotations  have  been  obtained 
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provided  he  does  not  reveal  who  the 
other  quoting  concerns  are,  nor  the  exact 
quotation;  however,  the  contracting  offi¬ 
cer  will  furnish,  upon  request,  or  accord¬ 
ing  to  paragraph  (g)  (1)  of  this  section, 
the  name  and  address  of  the  successful 
supplier  and  the  actual  or  approximate 
contract  price,  but,  will  not  reveal  the 
names  of  other  unsuccessful  suppliers  or 
the  amounts  and  conditions  of  their 
quotation. 

(3)  Accepting  a  quotation  with  knowl¬ 
edge  that  the  quoting  contractor  has 
failed  to  understand  clearly  what  is  ex¬ 
pected  of  him. 

(c)  Negotiations  will  always  be  aimed 
at  arriving  at  complete  understanding 
on  all  major  points  initially.  Basic  is¬ 
sues  requiring  resolution  should  not  be 
put  off  for  later  agreement  in  price  rede¬ 
termination  or  further  supplemental 
action,  but  should  be  faced  squarely  dur¬ 
ing  initial  negotiations.  Failure  to  ac¬ 
complish  initial  agreements  leads  to  fu¬ 
ture  misunderstandings  and  poor  rela¬ 
tionships.  In  this  connection,  basic 
agreements  are  designed  to  minimize 
differences  with  respect  to  contract 
clauses. 

(d)  Negotiations  should  avoid  un¬ 
necessary  demands  on  prospective  con¬ 
tractors.  Only  pertinent  and  useful  in¬ 
formation  which  may  serve  as  an  aid  in 
negotiation  will  be  requested  with  re¬ 
spect  to  such  matters  as  cost  estimates, 
historical  costs,  prices,  or  technical  in¬ 
formation.  Unnecessary  or  inapplicable 
information  takes  time  and  money  in  the 
preparation  and  delays  the  progress  of 
negotiation,  as  well  as  creating  an  un¬ 
favorable  attitude  by  prospective  con¬ 
tractors. 

(e)  Negotiations  will  be  conducted  in 
a  manner  to  induce  competition  or,  in 
the  absence  thereof,  to  introduce  the  in¬ 
centive  pricing  approach  into  the  nego¬ 
tiations  and  final  terms. 

(f)  Contracting  officers  and  other  pro¬ 
curement  personnel  will  conduct  them¬ 
selves  according  to  the  ethical  standards 
prescribed  in  Subpart  T  of  Part  1001  of 
this  chapter. 

(g)  Release  of  price  information  and 
notification  of  unsuccessful  supplier: 

(1)  After  a  source  has  been  selected 
and  the  contractor  has  been  notified  of 
an  award  of  a  negotiated  contract,  the 
contracting  officer  will  notify  unsuccess¬ 
ful  suppliers,  who  submitted  quotations, 
of  the  fact  that  their  proposals  were  not 
accepted,  and  extend  the  appreciation  of 
the  procuring  activity  for  the  interest  the 
unsuccessful  supplier  has  shown  in  sub¬ 
mitting  a  proposal.  Regarding  small 
purchase  notification,  see  §  3.603  of  this 
title.  The  letter  to  the  unsuccessful 
suppliers  will  be  manually  signed  (repro¬ 
duced  signatures  will  not  be  used)  by  a 
contracting  officer,  or  his  authorized  rep¬ 
resentative.  and  should  be  similar  to  the 
following : 

Gentlemen: 

This  will  acknowledge  receipt  of  your  quo¬ 
tation  in  response  to  our  Request  for  Pro¬ 
posals  No. _ _ _ _ _ _ 

Your  interest  in  submitting  a  quotation  is 
appreciated  by  this  activity;  however,  we  are 


unable  to  award  you  a  contract  in  this 
instance. 

Yours  very  truly. 

Contracting  Officer. 

This  letter  may  be  modified,  at  the  op¬ 
tion  of  the  contracting  officer,  to  include 
the  award  information  specified  in  sub- 
paragraph  (2)  of  this  paragraph. 

(2)  If  additional  information  regard¬ 
ing  the  award  is  requested  by  suppliers 
invited  to  submit  quotations,  contracting 
officers  will  furnish  the  name  and  ad¬ 
dress  of  the  successful  supplier  and  the 
actual  or  approximate  contract  line  item 
prices,  but,  as  a  general  rule,  will  not  re¬ 
veal  the  names  of  unsuccessful  suppliers, 
and,  in  no  case,  the  amounts  and  condi¬ 
tions  of  their  quotations.  • 

(3)  Information  concerning  a  classi¬ 
fied  negotiated  contract  may  not  be  fur¬ 
nished  by  telephone.  In  the  case  of 
classified  negotiations,  information  re¬ 
garding  the  name  of  the  successful  sup¬ 
plier  and  the  contract  price  will  be  fur¬ 
nished  only  to  unsuccessful  suppliers  in¬ 
vited  to  quote,  and  then  only  upon 
request. 

^(4)  In  no  event  will  cost  breakdowns 
or  other  profit  or  cost  information  sub¬ 
mitted  by  any  supplier  be  revealed  to 
any  other  supplier. 

(5)  In  some  instances  providing  in¬ 
formation  according  to  the  above  re¬ 
quirements  may  entail  special  selective 
preparation  of  lengthy  lists  of  bidders 
and/or  items,  or  other  clerical  work  of 
sufficient  extent  to  interfere  with  normal 
operations  of  the  office.  The  contracting 
officer  may  courteously  decline  to  furnish 
the  information  in  the  manner  requested. 
It  is  suggested  that  the  inquirer  be  ad¬ 
vised  that  the  information  is  too  exten¬ 
sive  to  be  compiled  and  transmitted  at 
Government  expense,  and  that  the  nec¬ 
essary  records  will  be  made  available  for 
examination  in  the  appropriate  office  of 
the  procuring  activity  if  he  or  his  repre¬ 
sentative  wishes  to  call. 

(6)  Disclosure  of  information  relative 
to  contracts  resulting  from  negotiation 
will  not  include  the  reason  for  selecting 
a  particular  source  except  in  the  par¬ 
ticular  case  where  the  inquiry  is  initially 
made  by  an  unsuccessful  bidder  who  is 
lower  in  price  than  the  successful  bidder, 
in  which  instance  sufficient  information 
will  be  furnished  in  the  reply  to  fully 
explain  the  basis  for  award. 

(7)  The  above  procedures  are  not  in¬ 
tended  to  apply  to  requests  from  sup¬ 
pliers  for  general  information  concern¬ 
ing  purchases  made  over'  extended 
periods  of  time,  such  as  one  for  informa¬ 
tion  on  the  number  of  parachutes  pur¬ 
chased  during  a  year  and  the  prices  paid. 
Such  requests  will  be  returned  and  the 
inquirer  informed  that  it  is  not  AF  pol¬ 
icy  to  compile  and  disseminate  such  in¬ 
formation. 

§  1003.107  Late  proposals  and  late  un¬ 
solicited  revisions  to  proposals. 

§  1003.107-2  Procedure.  Research 
and  development  procurements  are  ex¬ 
empt  from  the  procedure  set  forth  in 
paragraphs  (a)  and  (b)  of  this  section. 

(a)  In  each  case  in  which  a  late  low 
proposal,  or  a  late  proposal  otherwise 


worthy  of  consideration,  is  received  fra*  j 
a  qualified  bidder,  the  contracting  0fS 
will  immediately  execute  a  finding^ 
determination  as  to  the  course  of  action 
which  he  deems  to  be  in  the  best  into 
ests  of  the  Government,  taking  {Si 
account  all  pertinent  factors,  and  wffl 
refer  it  to  the  appropriate  officer  for 
written  concurrence: 

(b)  If  it  is  determined  by  the  aforesaid  ! 
officer  that  it  is  in  the  best  interestof 
the  Government  to  consider  the  late 
proposal,  the  contracting  officer  will  re¬ 
solicit  all  the  other  bidders  who  are  capa- 
ble  of  meeting  requirements. 

§  1003.108  Negotiation  of  initial  pro. 
duction  contracts  for  technical  or  spe- 
cialized  military  supplies,  (a)  The  pol¬ 
icy  set  forth  in  §  3.108  (a)  of  this  title 
and  this  section  is  applicable  to  the  pro- 
duction  of:  (1)  Important  new  technical 
or  specialized  military  supplies  such  as 
tanks,  radar,  guided  missiles,  aircraft 
rockets,  and  equipment  of  similar  com¬ 
plexity  which  generally  involve  develop- 
ment,  evaluation,  and  initial  production 
phases,  (2)  major  components  of  such 
equipment  as  the  foregoing,  (3)  items  of 
a  technical  or  specialized  nature  neces¬ 
sary  for  the  use,  maintenance,  or  opera¬ 
tion  of  such  equipment  as  the  above. 

(b)  Recognition  of  industry-fin^^ 
research  and  development  is  vital  to  in¬ 
creased  participation  by  industry  in  this 
field.  Therefore,  the  policy  set  forth  in 
§  3.108  of  this  title  is  applicable  to  a  con- 
cern  which  is  responsible  for  the  develop, 
ment  of  the  design  of  the  technical  or 
specialized  supplies,  even  though,  the 
concern  did  so  without  a  Government 
contract. 

(c)  The  analysis  required  by  §3.108 
(b)  of  this  title  will  be  accomplished  by 
the  contracting  officer,  and  in  addition  to 
being  made  a  part  of  the  contract  file, 
will  be  used  as  justification  for  the  de¬ 
termination  and  findings  required  by 
paragraph  (d)  of  this  section.  In  mak¬ 
ing  the  analysis,  the  contracting  officer 
will  give  due  consideration  to  the  factors 
set  forth  in  §  3.108  (b)  of  this  title  to  de¬ 
termine  whether  it  is  proper  to  negotiate 
only  with  the  developer.  Where  such 
factors  are  not  controlling,  procurement 
will  be  effected  either  by  formal  adver¬ 
tising  or  by  competitive  negotiation 
where  justified  by  one  of  the  circum¬ 
stances  authorizing  negotiation  set  forth 
in  subpart  B,  Part  3,  Chapter  I  of  this 
title.  Iiv  either  instance,  the  developer 
will  be  included  among  the  sources 
solicited. 

(d)  Prior  to  negotiation  pursuant  to 
§  3.108  of  this  title,  the  Secretarial  deter¬ 
mination  and  finding  required  by  sub¬ 
part  C,  Part  1003  of  this  chapter  will  be 
obtained. 

§  1003.150  Notice  of  protest  against 
award.  Notice  will  be  given  promptly  to 
all  bidders  affected  thereby  of  any  pro¬ 
test  or  objection  against  the  awarding  of 
a  contract  to  any  particular  biddef,  in 
order  that,  if  the  parties  interested  so 
desire,  they  may  take  action  in  their  be¬ 
half  before  further  steps  are  taken  in  the 
matter  of  awarding  the  contract. 

§  1003.153  Requests  for  proposals ; 
percentage  of  subcontracting.  When  an 
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pt*  is  contemplated  as  prescribed  in 
iVj.  1052  of  this  chapter,  the  RFP  will 
the  following  clause:  “Bidder 
Presents  that  the  estimated  percentage 
'y^bcontracting  contemplated  on  this 
lament  is - percent” 

sort.  The  "percentage  of  subcontracting” 

n  be  reported  as  a  percentage  of  the  prime 
Inn  tractor’s  selling  price.  "Subcontracting” 
leans  only  contracts  for  the  production  of 
upon  an  item,  component,  or  as- 
‘Luiy  and  does  not  include:  (i)  any  pur¬ 
chase  of  a  standard  commercial  or  catalog 
(11)  any  purchase  of  a  basic  raw  ma- 
lZr&l  (111)  any  purchase  of  supplies,  or 
unices  for  the  general  operation  of  the 
rontractor’s  plant,  or  (iv)  any  purchase 
a  parent,  subsidiary,  or  affiliate  of  the 

contractor. 

11003.154  Award.  Award  will  be  made 
with  reasonable  promptness  by  written 
notice  to  that  contractor  whose  proposal 
^  be  most  advantageous  to  the  Gov¬ 
ernment,  price  and  other  factors  con¬ 
sidered.  Award  will  be  effected  by  mail¬ 
ing  or  delivering  to  the  contractor  a 
properly  executed  award  or  preliminary 
notice  of  award. 

SUBPART  B— CIRCUMSTANCES  PERMITTING 
NEGOTIATION 

§  1003.201  National  emergency. 

$  1003.201-1  Authorization.  On  Au¬ 
gust  16,  1956,  the  Assistant  Secretary  of 
the  Air  Force  executed  the  following 
determination  and  finding: 

Determinations  and  Findings 

Authority  to  Negotiate  Purch  ases  and  Con¬ 
tracts  Under  Section  2  (c)  (1)  of  the 

Asked  Services  Procurement  Act  of  1947 

A  national  emergency  was  declared  by  the 
fteSdent  on  16  December  1950.  On  18  De¬ 
cember  1950  the  Assistant  Secretary  of  the 
Air  Force  executed  a  determination  authoriz¬ 
ing  the  negotiation  of  all  purchases  and  con¬ 
tacts  by  the  Department  of  the  Air  Force 
underfiection  2  (c)  (1)  of  the  Armed  Services 
Procurement  Act  of  1947.  However,  the  con- 
,tinued  use  of  the  authority  to  negotiate 
pursuant  to  Section  2  (c)  (1)  was  limited 
by  the  Materiel  Secretaries  Council  for  pro¬ 
curements  Initiated  on  and  after  1  January 
1954  to  four  categories  as  specified  in  ASPR 
M901A 

The  national  emergency  declared  by  the 
President  on  16  December  1950,  being  still  in 
effect,  it  was  determined  by  the  Assistant 
Secretary  of  the  Air  Force,  Materiel,  acting  in 
concert  with  the  Assistant  Secretaries  of  the 
Army  and  Navy,  that  the  continued  use  of 
authority  to  negotiate,  pursuant  to  Section 
5(c)  <1)  of  the  Armed  Services  Procurement 
Act  of  1947,  on  the  limited  bksis  specified 
Above,  was  necessary  in  the  public  interest. 
Accordingly,  the  negotiation  of  purchases 
tnd  contracts  by  the  Department  of  the  Air 
Fbrce  is  authorized  under  Section  2  (c)  (1) 
«f  the  Armed  Services  Procurement  Act  of 
1947 during  the  period  of  said  national  emer¬ 
gency  in  accordance  with  ASPR  3-2012. 

The  determination  of  the  Assistant  Secre¬ 
tary  of  the  Air  Force,  18  December  1950,  with 
-  respect  to  the  use  of  Section  2  (c)  (1)  during 
the  period  of  said  national  emergency  is 
,  superseded  in  the  manner  and  to  the  extent, 
»nd  as  of  the  effective  date  provided  by 
i  ASPR  3-201.2. 

Is]  Dudley  C.  Sharp, 
Dudley  C.  Sharp, 
Assistant  Secretary  of 

the  Air  Force. 


FEDERAL  REGISTER 

5  1003.201-2  Application,  (a)  The 
term  “procurements  initiated”  used  in 
§  3.201-2  (b)  of  this  title  is  defined  as 
those  procurements  on  which  written  so¬ 
licitations  of  quotations  have  been  ac¬ 
complished,  or  in  the  case  of  letter  con¬ 
tracts,  the  date  of  the  letter  contract.  In 
addition  to  the  four  categories  set  forth 
in  §  3.201.2  (b)  of  this  title,  purchases 
or  contracts  in  excess  of  $1,000  but  not 
in  excess  of  $2,500  may  be  negotiated 
under  authority  of  section  2  (c)  (1), 
Public  Law  413  (80th  Congress)  (62 
Stat.  21;  41  U.  S.  C.  151). 

(b)  Negotiated  procurements  other 
than  the  five  categories  referred  to  in 
paragraph  (a)  of  this  section  must  be 
authorized  under  the  appropriate  sub¬ 
section  of  section  2  (c)  of  Public  Law 
413  (80th  Congress)  (62  Stat.  21;  41 
U.  S.  C.  151).  Purchases  or  contracts 
negotiated  under  the  five  categories  of 
paragraph  (a)  of  this  section  will  cite 
section  2  (c)  (1)  Public  Law  413  (80th 
Congress)  (62  Stat.  21;  41  U.  S.  C.  151) 
on  the  face  of  the  DD  Form  351,  702,  738, 
or  746-2  as  appropriate  and  no  further 
written  determinations  and  findings  are 
necessary. 

§  1003.202  Public  exigency. 

§  1003.202-2  Application.  The  refer¬ 
enced  ASPR  illustrations  of  circum¬ 
stances  under  which  this  authority  may 
be  used  are  not  all  inclusive. 

§  1003.204  Personal  or  professional 
services. 

§  1003.204-1  Authorization,  (a)  Sec¬ 
tion  15  of  the  act  approved  August  2, 1946 
as  amended  (60  Stat.  810;  5  U.  S.  C.  55a), 
provides: 

The  head  of  any  department,  when  au¬ 
thorized  in  an  appropriation  or  other  act, 
may  procure  the  temporary  (not  in  excess  of 
1  year)  or  intermittent  services  of  experts  or 
consultants  or  organizations  thereof,  includ¬ 
ing  stenographic  reporting  services,  by  con¬ 
tract,  and  in  such  cases  each  service  shall  be 
without  regard  to  the  civil-service  and  classi¬ 
fication  laws  (but  as  to  agencies  subject  to 
the  Classification  Act  at  rates  -not  in  excess 
of  the  per  diem  equivalent  of  the  highest  rate 
payable  under  the  Classification  Act,  unless 
other  rates  are  specificaUy  provided  in  the 
appropriation  or  other  law)  and  except  in  the 
case  of  stenographic  reporting  services  by 
organizations,  without  regard  to  section  3709, 
Revised  Statutes,  as  amended  by  this  act. 

(b)  Department  of  Defense  Appropria¬ 
tions  Act,  1956  (Public  Law  157,  84th 
Congress)  (69  Stat.  301) ,  states : 

Sec.  601.  During  the  current  fiscal  year,  the 
Secretary  of  Defense  and  the  Secretaries  of 
the  Air  Force,  Army  and  Navy,  respectively. 
If  they  should  deem  it  advantageous  to  the 
national  defense,  and  if,  in  their  opinions, 
the  existing  facilities  of  the  Department  of 
Defense  are  inadequate,  are  authorized  to 
procure  services  in  accordance  with  Section 
15  of  the  Act  of  August  2,  1946  (  5  U.  S.  C. 
55a),  hut  at  rates  for  Individuals  not  In  ex¬ 
cess  of  $50  per  day,  and  to  pay  In  connection 
therewith  travel  expenses  of  Individuals,  In¬ 
cluding  actual  transportation  and  per  diem 
In  lieu  of  subsistence  while  traveling  from 
their  homes  or  places  of  business  to  official 
duty  station  and  return  as  may  be  authorized 
by  law:  Provided,  that  such  contracts  may 
be  renewed  annually. 
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§  1003.204-2  Application.  The  gen¬ 
eral  authority  contained  in  §  3.204-1  of 
this  title  will  be  used  only  with  respect 
to  contracts  for  personal  or  professional 
services  which  are  otherwise  specifically 
authorized  by  law,  as  in  the  preceding 
paragraph.  A  finding  by  the  Secretary 
is  required  by  acts  of  Congress  other 
than  the  Armed  Services  Procurement 
Act  (62  Stat.  21;  41  U.  S.  C.  151)  and  if 
such  .finding  is  obtained,  no  separate 
determination  and  finding  is  required. 

(a)  Services  authorized.  The  provi¬ 
sions  of  the  Appropriation  Act  quoted  in 
§  1003.204-1  (d)  affect  each  contract  for 
expert  or  consultant  services  (such  as 
architectural,  engineering,  technical,  or 
professional  services)  made  with  any  in¬ 
dividual  or  made  with  a  firm  or  corpora¬ 
tion  which  is  engaged  primarily  in  the 
business  of  furnishing  such  services,  and 
each  contract  for  the  employment  of 
services  of  accountants  or  other  experts 
to  assist  in  inaugurating  new  or  changing 
old  methods  of  transacting  business  of 
the  Air  Force.  Except  as  stated  in  this 
section,  the  provisions  do  not  apply  to 
any  contracts  with  firms  or  corpora¬ 
tions  for  services  related  to  the  develop¬ 
ment,  invention,  design,  procurement, 
production,  repair  or  maintenance  of 
supplies,  material,  or  facilities,  or  to  any 
other  type  of  contract. 

(b)  Citation  of  statutory  authorities. 
Each  contract  or  supplemental  agree¬ 
ment  described  in  paragraph  (a)  of  this 
section  will  cite  as  authority  section 
2  (c)  (4)  of  Public  Law  413  (80th  Con¬ 
gress)  (62  Stat.  21;  41  U.  S.  C.  151), 
section  15  of  the  act  approved  2  August 
1946  (Public  Law  600,  79th  Congress), 
(60  Stat.  810;  5  U.  S.  C.  55a),  and  the 
applicable  section  of  the  current  appro¬ 
priation  act. 

§  1003.207  Medicines  or  medical 
supplies. 

§  1003.207-2  Application,  (a)  In  ad¬ 
dition  to  meeting  the  two  requirements 
set  forth  in  §  3.207-2  of  this  title,  the 
proposed  procurement  must  concern 
supplies  which  are  authorized  for  local 
purchase  by  §  1004.256-31  of  this  chapter 
or  central  procurement  type  items  for 
which  specific  local  purchase  authority 
has  been  obtained. 

(b)  For  procurements  estimated  to  ex¬ 
ceed  $10,000,  the  requirement  for  “suit¬ 
able  advance  publicity”  will  be  deemed 
to  be  complied  with  if  written  requests 
for  proposals  are  circulated  to  business 
concerns  engaged  in  manufacture  and/or 
sale  of  the  supplies  involved,  including 
qualified  dealers  known  to  have  current 
interest  in  selling  such  supplies  to  the 
Government  (see  §  1003.101-53  (d)  (1) 
for  selection  of  sources) . 

SUBPART  D — TYPES  OF  CONTRACTS 

§  1003.401  Authorized  types  of  con¬ 
tracts.  The  major  types  of  authorized 
Air  Force  contracts  are  summarized  and 
identified  in  the  following  chart.  More 
detailed  discussion  relating  to  the  na¬ 
ture  and  effect  of  individual  types,  con¬ 
ditions  for  use,  rules  for  administration 
and  the  respective  clauses  where  appli¬ 
cable,  axe  set  forth  in  the  sections  iden¬ 
tified  in  the  chart. 
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Chart— Authorized  Types  of  Contracts 

Instruction 

Type  of  contract  Identification  reference 

(A)  Fixed  price  contracts: 

L  Firm .  FP  §  1003.401-1. 

2.  With  escalation-  FPE  $  1003,402-2. 

(B)  Fixed  price  contracts  FPR  §  1003.403. 

with  provision  for 
redetermination: 

1.  Form  I .  FPR-I  §  1003,403-0. 

2.  Form  IIA _  FFR-IIA  5  1003.403-7. 

3.  Form  IIB _  FPR-IIB  5  1003.403-8. 

4.  Form  III _  FPR-III  §  1003.403-9. 

5.  Form  IV .  FPR-IV  §  1003.403-10. 

6.  Form  V .  FPR-V  §  1003.403-11. 

7.  Fixed  price  in-  FPI  §  1003.404. 

tive: 

ft.  With  target  FPIF  §  1003.404-2  (d). 
set  at  the  \ 

outset. 

b.  With  target  FPIR  §  1003.404-2  (e). 
set  during 
course  ol 
contact, 

(O  Cost  contracts:  §  1003.405. 

L  Cost  reimburse-  CR  §  1003.405-2. 

ment  (with¬ 
out  fee). 

2.  Cost  sharing.... 

3.  Cost-plus-a- 

fixed-fee. 

4.  Cost-plus-incen¬ 

tive-fee.  . 

(D)  Time  and  material ... 

(E)  Miscellaneous: 

1.  Letter  contract. 

2.  Basic  agree¬ 

ments. 

3.  Call  contracts.. 

4.  Open  contracts. 

5.  Requirements 

contracts. 

§  1003.402  Fixed  price  contracts. 

§  1003.402-1  Firm  fixed  price.  This 
type  of  contract  is  preferred  over  any 
other,  circumstances  permitting,  and 
should  be  used  whenever  feasible. 

Description.  This  contract  type  is 
such  that  both  parties  are  bound  by  the 
negotiated  prices  for  the  life  of  the  con¬ 
tract.  Thfe  Air  Force  is  committed  to 
pay  the  negotiated  price  upon  delivery 
and  acceptance  of  the  items  called  for  in 
the  contract.  No  adjustment  of  the 
price  is  possible,  except  in  those  rare 
instances  where  Public  Law  921  (64  Stat. 
1257;  50  U.  S.  C.  App.  611)  procedures 
may  be  invoked. 

§  1003.402-2  Fixed  price  with  escala¬ 
tion — (a)  Description.  This  type  of- 
contract  provides  for  limited  upward  and 
unlimited  downward  adjustment  of  the 
total  contract  price  on  the  basis  of  in¬ 
creases  or  decreases  from  an  agreed  upon 
level  in  published  prices  of  specific  items 
or  in  price  levels  of  the  contract  end 
items.  Thus  the  business  risk  of  a  con¬ 
tractor  in  a  firm  fixed  price  contract  is 
reduced  by  the  inclusion  of  escalation 
provision  in  which  the  Government  and 
the  contractor  agree  to  revise  contract 
prices  upon  the  happening  of  the  pre¬ 
scribed  contingency. 

(b)  The  following  limitations  apply 
to  the  use  of  the  “Abel”  and  “Baker” 
clauses  in  §  1003.402-2  (f)  and  (g) : 

(1)  The  “Abel”  or  “Baker”  clauses 
may  be  used  in  negotiated  procurements 
for  electrical  brass,  copper,  and  chemical 
items,  and  machine  tools,  when  the  total 
amount  of  the  procurement  does  not  ex¬ 
ceed  $10,000. 

(2)  The  “Abel”  clause  is  authorized 
for  use  where  standard  commercial  items 
are  being  procured  which  have  estab¬ 
lished  and  published  prices. 

(3)  The  “Baker”  clause  is  authorized 
where  nonstandard  items  are  being  pro¬ 
cured  which  are  somewhat  equivalent  to 
a  standard  commercial  item.  Nonstand¬ 
ard  items  are  those  normally  made  by 


accordingly;  provided,  tnat  such  certiflcitu. 
Is  made  within  10  days  after  receipt  of  nn, 
of  such  cancellation  and  such  requested  i 
crease  satisfies  all  of  the  conditions  and  d 
not  exceed  the  limitations  of  paraeranh.7?1 
and  (2).  6  W 

( 4 )  During  the  period  prior  to  such  can<*i 
lation,  the  contractor  shall  continued 
liveries  according  to  the  terms  of  the  contra 
and  shall  be  paid  therefor  at  the  appucatf 
increased  unit  prices  so  requested;  provided 
such  requested  increases  satisfy  all  0f  th 
conditions  and  do  not  exceed  the  limitatlnn* 


wiere  we  quaimues  ui  luois  ucuig  pui-  pUcable  increased  unit  prices  so  requ tsZ 
;hased  exceeds  the  quantities  normally  provided,  such  requested  increases  satiSi 
>old  annually  by  the  seller,  the  “Abel”  of  the  conditions  and  do  not  exceed  the 
;lause  may  be  used  with  paragraph  (3)  tations  of  paragraphs  (l)  and  (2).  ^*1 

>f  the  “Baker”  clause  substituted  for  * _ *  .  . 

paragraph  (3)  of  the  “Abel”  clause.  .*  (d  P  f  escalation  for  standard  sted 

(O  Price  escalation  for  standard  steel  ^  ^  Con' 

terns  or  aluminum  products.  The  fol-  Si 
owing  contract  clause  is  authorized  for 

ise  in  negotiated  fixed-price  contracts  ng  clause^  is  TuthSized  ^ f°U°W' 

lor  the  purchase  of  standard  steel  items  ing  clause  1S  autnorizea. 

jr  aluminum  products  (see  paragraph  Price  Escalation  clause  (Call  Contra*!*) 
(d)  of  this  section  for  call  contracts) :  (i)  The  contractor  agrees  that  the  prices 

Price  Escalation  Clause  herein  set  forth  do  not,  and  should  any 

escalation  of  the  prices  be  effected,  will  not 

( 1 )  Contractor  agrees  that  the  prices  here-  exceed  those  charged  by  the  Contractor  to 

In  set  forth  do  not,  and  should  any  escalation  any  other  customer  purchasing  the  same 
jf  price  be  effected,  will  not  exceed  those  items  in  like  quantities.  The  contractor 
charged  by  the  contractor  to  any-  other  cus-  shall  notify  the  contracting  officer  of  each 
tomer  purchasing  the  same  items  in  like  decrease  in  any  of  such  established  prices 
quantities.  The  contractor  shall  notify  the  and  each  applicable  contract  unit  price  shall 
contracting  officer  of  each  decrease  in  any  be  decreased  accordingly.  Any  decrease  In  a 
of  such  established  prices  and  each  appli-  unit  price  shall  become  effective  concurrently 
cable  contract  unit  price  shall  be  decreased  with  the  effective  date  of  each  applicable 
accordingly.  Any  decrease  in  a  unit  price  decrease  in  contractor’s  established  price  and 
shall  become  effective  concurrently  with  the  contract  shall  be  amended  accordingly, 

effective  date  of  each  applicable  decrease  in  (2)  The  contractor  may  at  any  time,  or 

contractor’s  established  price  and  the  con-  from  time  to  time,  during  the  performance 

tract  shall  be  amended  accordingly.  of  the  contract  request  in  writing  an  upward 

(2)  The  contractor  may  at  any  time,  or  adjustment  in  any  of  the  contract  unit 
from  time  to  time,  during  the  performance  prices  to  be  effective  as  from  a  date  to  be 
of  the  contract  request  in  writing  an  up-  specified  by  the  contractor,  subject  to  the 
ward  adjustment  in  any  of  the  contract  unit  following  conditions: 

prices  to  be  effective  as  from  a  date  to  be  (i)  No  unit  price  as  adjusted  shall  exceed 
specified  by  the  contractor,  subject  to  the  ,,  the  contractor’s  applicable  established  price, 
following  conditions:  (U)  The  aggregate  of  the  increases  in  any 

(i)  No  unit  price  as  adjusted  shall  exceed  unit  price  made  under  this  paragraph jsh&ll 
the  contractor’s  applicable  established  price.  not  exceed  10  percent  of  the  original  applies- 

(ii)  The  aggregate  of  the  increases  in  any  bie  contract  unit  price. 

unit  price  made  under  this  paragraph  shall  (M)  no  adjusted  unit  price  shall  be  effec- 
not  exceed  10  percent  of  the  original  appli-  tive  earlier  than  the  effective  date  of  sny 
cable  contract  unit  price.  increase  in  the  applicable  established  price. 

(iii)  No  adjusted  unit  price  shall  be  ef-  (3)  in  the  event  the  requested  adjustment 
fective  earlier  than  the  effective  date  of  any  in  any  contract  unit  price  is  acceptable  to  the 
increase  in  the  applicable  established  price,  contracting  officer,  he  shall  so  notify  the  con- 

(3)  In  the  event  the  requested  adjustment  tractor,  and  the  contract  shall  be  modified 
In  any  contract  unit  price  is  acceptable  to  the  accordingly.  If  any  such  requested  adjust¬ 
contracting  officer,  he  shall  so  notify  the  ment  in  a  unit  price  is  not  acceptable  to  the 
contractor,  and  the  contract  shall  be  modi-  contracting  officer,  he  shall  so  notify  the  con- 
fled  accordingly.  If  any  such  requested  ad-  tractor  in  writing,  and  unless  an  agreement 
Justment  in  a  unit  price  is  not  acceptable  to  can  be  reached  as  to  the  amount  of  increase, 
the  contracting  officer,  he  shall  so  notify  the  the  Government  may  cancel  without  liability 
contractor  in  writing,  and  unless  an  agree-  to  either  party  the  contractor’s  right  to  pro- 
ment  can  be  reached  as  to  the  amount  of  ceed  with  performance  of  the  portion  of  the 
increase,  the  Government  may  cancel  with-  contract  which  is  undelivered  at  the  time 
out  liability  to  either  party  the  contractor’s  of  such  cancellation. 

right  to  proceed  with  performance  of  the  (4)  If  notice  of  cancellation  Is  not  sent  to 
portion  of  the  contract  which  is  undelivered  the  contractor  within  30  days  after  receipt  by 
at  the  time  of  such  cancellation,  except  that  the  contracting  officer  of  the  contractor’s  re- 
the  contractor  may  make  delivery  of  all  or  quest,  supplies  delivered  subsequent  to  the 
any  of  the  supplies  which  a  duly  authorized  date  specified  in  such  request,  and  prior  to 
officer  of  the  company  shall  certify  were  the  effective  date  of  any  subsequent  increase 
completed  or  in  the  process  of  manufacture  or  decrease  In  contractor’s  applicable  estalp 
at  the  time  of  receipt  of  notice  of  such  lished  prices,  shall  be  paid  for  at  the  applica- 
cancellation,  and  the  Government  shall  pay  ble  increased  unit  prices  so  requested,  pro- 
for  all  supplies  so  delivered  at  the  applicable  vided,  such  requested  increases  satisfy  « 
unit  price  contained  in  contractor’s  said  re-  the  conditions  and  do  not  exceed  the  hml- 
quest  and  the  contract  shall  be  modified  tations  to  paragraph  (1)  and  (2). 
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CPFF  §  1003.406. 

CPIF  §  1003.404-3. 

T-M  §  1003.407. 

LC  J  1003.408. 
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(e)  Price  Escalation  ( Clause  Abel). 

puce  Escalation  (Clause  Abel) 

The  contractor  agrees  that  the  prices 
jJliL  set  forth  do  not,  and  should  any  es- 
h£?ation  of  price  be  effected,  will  not  exceed 
se  charged  by  the  contractor  to  any  other 
,, stonier  purchasing  the  same  items  in  like 
Quantities.  The  contractor  shall  notify  the 
attracting  officer  of  each  decrease  In  any  of 

established  prices  and  each  applicable 
!^«ct  unit  price  shall  be  decreased  ac- 
rordingly.  Any  decrease  in  a  unit  price  shall 
hecome  effective  concurrently  with  the  effec- 
ttvedate  of  each  applicable  decrease  in  con¬ 
tractor's  established  price,  and  the  contract 
gHall  be  amended  accordingly. 

(2)  The  contractor  may  at  any  time,  or 
from  time  to  time,  after  the  date  of  this 
Mntract,  and  during  the  performance  of  the 
contract,  request  in  writing  an  upward  ad¬ 
justment  in  any  of  the  contract  unit  prices 
to  be  effective  as  from  a  date  to  be  specified 
by  the  contractor  subject  to  the  following 
conditions  * 

(i)  No  unit  price  shall  be  increased  by  a 
percentage  greater  than  the  percentage  in- 
jpgse  in  the  contractor’s  applicable  estab-x 

listed  price. 

(ii)  For  deliveries  pursuant  to  the  terms 
of  this  contract,  the  aggregate  of  the  in¬ 
creases  in  any  unit  price  made  under  this 

puagraph  shall  not  exceed _ percent  of 

the  original  contract  unit  price. 

(Ill)  No  adjusted  unit  price  shall  be  effec¬ 
tive  earlier  than  the  effective  date  of  any 
Increase  in  the  applicable  established  price, 
ind  no  increase  shall  be  granted  unless  the 
contractor’s  applicable  established  price  has 
Increased  subsequent  to  the  date  of  this 
contract. 

(3)  In  the  event  that  the  requested  ad¬ 
justment  in  any  contract  unit  price  is  ac¬ 
ceptable  to  the  contracting  officer,  he  shall 
so  notify  the  contractor,  and  the  contract 
shall  be  modified  accordingly.  If  any  such 
requested  adjustment  in  a  unit  price  is  not 
acceptable  to  the  contracting  officer,  he  shall 
n  notify  the  contractor  in  writing,  and  un¬ 
ices  an  agreement  can  be  reached  as  to  the 
amount  of  increase,  the  Government  may 
cancel  without  liability  to  either  party  the 
contractor's  right  to  proceed  with  perform¬ 
ance  of  the  portion  of  the  contract  which  is 
undelivered  at  the  time  of  such  cancellation. 

(4)  During  the  period  prior  to  such  can¬ 
cellation,  the  contractor  shall  continue  de¬ 
liveries  according  to  the  terms  of  the  con¬ 
tract  and  shall  be  paid  therefor  at  the 
explicable  increased  unit  prices  so  requested, 
provided  that  such  requested  increases  satisfy 
all  tbe  conditions  and  do  not  exceed  the 
limitations  of  paragraphs  (1)  and  (2). 

(5)  If  notice  of  cancellation  is  not  sent  to 
the  contractor  within  30  days  after  receipt 
by  the  contracting  officer  of  the  contractor’s 
request,  supplies  delivered  subsequent  to  the 
date  specified  in  such  request,  and  prior  to 
tbe  effective  date  of  any  subsequent  increase 
or  decrease  in  contractor’s  applicable  estab¬ 
lished  prices,  shall  be  paid  for  at  the  applica¬ 
ble  Increased  unit  prices  so  requested,  pro¬ 
vided  that  such  requested  increases  satisfy 
all  the  conditions  and  do  not  exceed  the  limi¬ 
tations  of  paragraphs  (1)  and  (2). 

(f)  Price  Escalation  ( Clause  Baker) . 

Price  Escalation  (Clause  Baker) 

(1)  The  contractor  warrants  that  the  sup¬ 
plies  covered  by  this  contract  are  supplies 
which  the  contractor  customarily  offers  for 
»le  commercially,  modified  in  accordance 
with  specifications  of  this  contract,  and  that 
my  differences  between  the  unit  prices  stated 
herein  on  the  date  of  this  contract  and  Its 
«tablished  prices  for  like  quantities  of  the 
supplies  which  are  the  nearest  commercial 
vquivalents  of  supplies  covered  by  this  con¬ 
tact  (herein  referred  to  as  “the  established 
prices”)  are  due  to  differences  in  costs  re¬ 


sulting  from  oompllanoe  with  such  specifica¬ 
tions.  The  contractor  agrees  that  the  prices 
herein  set  forth  do  not,  and  should  any  es¬ 
calation  of  price  be  effected,  will  not  exceed 
those  charged  by  the  Contractor  to  any  other 
customer  purchasing  the  same  items  in  like 
quantities.  If  at  any  time  during  the  per¬ 
formance  of  this  contract  any  of  the  estab¬ 
lished  prices  are  reduced,  each  applicable 
contract  unit  price  shall  be  reduced  by  the 
same  percentage  that  such  established  price 
is  reduced.  Upon  such  reduction  in  any  of 
the  established  prices  the  contractor  shall 
promptly  advise  the  contracting  officer  of  the 
reduction  in  the  applicable  established  price. 
Any  such  reduoed  price  shall  be  effective  as 
to  deliveries  made  on  and  after  the  effective 
date  of  the  reduction  in  the  applicable  es¬ 
tablished  price  and  the  contract  shall  be 
modified  accordingly. 

(2)  The  contractor  may  at  any  time,  or 
from  time  to  time,  after  the  date  of  this 
contract  and  during  the  performance  of  the 
contract,  request  in  writing  an  upward  ad¬ 
justment  in  any  of  the  contract  unit  prices 
to  be  effective  as  from  a  date  to  be  specified 
by  the  contractor,  subject  to  the  following 
conditions: 

(i)  No  unit  shall  be  Increased  by  a  per¬ 
centage  greater  than  the  percentage  increase 
in  the  contractor’s  applicable  established 
price. 

(ii)  The  aggregate  of  the  increases  in  any 
unit  price  made  under  this  section  shall  not 
exceed  ____  percent  of  the  original  applicable 
contract  unit  price. 

(iii)  No  adjusted  unit  price  shall  be  ef¬ 
fective  earlier  than  the  effective  date  of  any 
increase  in  the  applicable  established  price 
and  no  increase  shall  be  granted  unless  the 
contractor’s  applicable  established  price  has 
increased  subsequent  to  the  date  of  this 
contract. 

(iv)  Any  adjusted  unit  price  shall  apply 
only  to  those  supplies  delivered  pursuant  to 
the  terms  of  this  contract. 

(3)  In  the  event  the  requested  adjustment 
In  any  contract  unit  price  is  acceptable  to  the 
contracting  officer,  he  shall  so  notify  the  con¬ 
tractor,  and  the  contract  shall  be  modified 
accordingly.  If  any  such  requested  adjust¬ 
ment  in  a  unit  price  is  not  acceptable  to  the 
contracting  officer,  he  shall  so  notify  the  con¬ 
tractor  in  writing,  and  unless  an  agreement 
can  be  reached  as  to  the  amount  of  increase, 
the  Government  may  terminate  for  conven¬ 
ience  under  the  termination  article  the  con¬ 
tractor’s  right  to  proceed  with  performance  of 
that  portion  of  the  contract  with  respect  to 
which  the  contracting  officer  has  withheld 
approval  of  the  requested  adjustment  and 
which  is  undelivered  at  the  time  of  such 
termination. 

(4)  During  the  period  prior  to  such  termi¬ 
nation,  the  contractor  shall  continue  de¬ 
liveries  according  to  the  terms  of  the  con¬ 
tract  and  shall  be  paid  therefor  at  the  appli¬ 
cable  increased  unit  prices  so  requested,  to 
the  extent  that  such  requested  increases 
satisfy  all  the  conditions  and  do  not  exceed 
the  limitations  of  paragraphs  (1)  and  (2). 

(5)  If  notice  of  termination  is  not  sent  to 
the  contractor  within  30  days  after  receipt 
by  the  contracting  officer  of  the  contractor’s 
request,  supplies  delivered  subsequent  to  the 
date  specified  in  such  request,  and  prior  to 
the  effective  date  of  any  subsequent  increase 
or  decrease  in  contractor’s  applicable  estab¬ 
lished  prices,  shall  be  paid  for  at  the  appli¬ 
cable  increased  unit  prices  so  requested,  to 
the  extent  that  such  requested  increases 
satisfy  all  the  conditions  and  do  not  exceed 
the  limitations  of  paragraphs  (1)  and  (2). 

§  1003.403  Fixed,  price  contracts  with 
provisions  far  redetermination  of  price. 
Where  the  conditions  precedent  to  the 
use  of  a  firm  fixed-price  contract  cannot 
be  sufficiently  satisfied  to  assure  reason¬ 
able  pricing,  some  other  type  of  contract 
necessarily  must  be  resorted  to.  Price 


Tedetermination  clamas,  coupled  with 
price  and  cost  analysis,  are  means  by 
which  close  pricing  may  be  achieved. 
Depending  upon  the  particular  form  of 
price  redetermination  selected,  the  con¬ 
tract  price  may  be  adjusted  upward  or 
downward  at  times  prescribed  In  the  con¬ 
tract,  or  at  the  demand  of  either  party, 
either  during  or  after  the  period  of  con¬ 
tract  performance,  and  may  be  prospec¬ 
tive  or  retroactive  in  effect.  The  basic 
purpose  underlying  price  redeterminable 
contracts  is  to  shift  the  assumption  of 
risk  from  a  contractor  to  the  Govern¬ 
ment,  and  this  process  involves  the  re¬ 
moval  of  contingencies  from  quoted 
prices  to  the  extent  practical.  By  such 
means  the  Government  anticipates  pay¬ 
ing  for  contingencies  only  to  the  extent 
they  occur  or  are  reasonably  predictable. 
The  major  problem,  underlying  this  rela¬ 
tively  simple  objective,  is  to  establish  and 
maintain  sufficient  incentive  through 
close  target  or  prospective  pricing  to  in¬ 
duce  the  contractor  to  control  “control¬ 
lable  costs.”  This  problem,  however,  is 
a  difficult  one  and  requires  the  exercise 
of  sound  judgment  by  both  parties  in  the 
circumstances.  Price  redetermination 
should  not  be  used  as  a  substitute  for  an 
intelligent  initial  analysis  of  price. 

§  1003.403-4  Optional  interim  cost 
data  provision.  The  clause  set  forth  in 
this  section  is  authorized  for  use  in  con¬ 
nection  with  types  of  contracts  which 
provide  for  optional  repricing  on  de- 
,mand.  The  purpose  of  this  clause  is  to 
provide  the  contracting  officer  with  pe¬ 
riodic  information  relative  to  significant 
changes  in  costs  incurred  in  the  perform¬ 
ance  of  a  contract.  This  clause  may  be 
modified  in  minor  respects  to  meet  indi¬ 
vidual  situations  providing  the  substance 
thereof  is  not  changed. 

Cost  Data  Clause 

Contractor  agrees  that  he  will  furnish  to 
the  Contracting  Officer  sixty  (60)  days  after 
the  effective  date  of  this  contract,  and  at 
intervals  of  not  more  than  ninety  (90)  days 
thereafter,  so  long  as  any  of  the  supplies  or 
services  called  for  by  this  contract  remain 
undelivered,  a  statement  itemized  so  far  as 
practical  in  the  manner  prescribed  In  DD 
Form  633  showing  the  costs  expended  and  in¬ 
curred  to  the  date  of  such  statement  and 
the  estimated  percentage  of  completion  of 
the  work.  Each  such  statement  will  show 
costs  as  of  a  date  not  more  than  ten  (10) 
days  prior  to  the  date  of  submission  of 
statement  to  the  Government.  The  state¬ 
ment  will  be  acceptable  in  summary  form, 
segregated  as  to  elements  of  cost,  but  with¬ 
out  supporting  schedules,  provided  It  is 
signed  by  the  president,  the  treasurer,  or 
other  chief  financial  officer  of  the  company. 
The  statement  will,  if  possible,  be  by  factory 
releases  or  production  lots,  and  may  state 
that  it  contains  reservations  for  costs  not 
yet  recorded  if  the  approximate  extent  of 
such  reservations  is  indicated. 

§  1003.403-5  Optional  ceiling  price 
provision.  Certain  price  redetermina¬ 
tion  contracts  do  not  provide  mandatory 
ceilings  on  price,  but  provide  for  unlim¬ 
ited  upward  or  downward  adjustment. 
A  ceiling  price  provision  may  be  included 
in  the  clauses  referred  to  in  this  section 
at  the  discretion  of  the  contracting 
officer.  The  following  language  is  sug¬ 
gested: 

In  no  event  shall  the  redetermined  prices 
hereunder  exceed  - _ _ _ _ , _ _  This 
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factor  may  be  expressed  In  dollars  or  as  n 
percentage  of  the  Initial  contract  price.  The 
percentage  factor  is  preferable,  particularly 
if  provisional  items  are  procured. 

§  1003.403-6  Form  I  (FPR-T) .  peri¬ 
odic  pricing  at  fixed  intervals  ( prospec¬ 
tive  only ) — (a)  Description.  The  Form 
I  clause  appearing  in  paragraph  (b)  of 
this  section  provides  for  unlimited  up¬ 
ward  or  downward  revision  of  the  price 
at  intervals  fixed  in  paragraph  (2)  of 
the  clause.  The  Government  and  the 
contractor  are  bound  by  the  prices  nego¬ 
tiated  for  the  first  period;  thereafter 
revision  of  price  is  prospective  only. 

(b)  Form  I  clause  ( periodic  prices  at 
fixed  intervals — prospective  only). 

Form  I  Clause  ' 

(1)  The  prices  set  forth  herein  may  be 
Increased  or  decreased  in  accordance  with 
this  clause. 

(2)  Price  periods.  The  Government  and 
the  contractor  agree  to  revise  the  contract 
prices  under  this  contract  periodically  in  ac¬ 
cordance  with  this  clause  and  agree  that  the 
performance  of  this  contract  will  be  divided 
into  successive  periods  for  that  purpose. 

The  first  period  will  extend  from _ 

_ _ to _ _ _ ; 

and  the  second  and  each  succeeding  period 

will  extend  for _ months  from 

the  end  of  the  preceding  period.  The  first 
day  of  the  second  and  each  succeeding 
period  is  hereinafter  referred  to  as  “the 

effective  date  of  the  price  revision."  _ 

_ _ days  before  the  end  of  each 

period  hereunder,  except  the  last,  or  at  such 
time  or  times  as  the  contracting  officer  may 
fix,  the  contractor  shall  furnish  the  state¬ 
ments  and  data  referred  to  in  paragraph  (3) 
of  this  clause. 

(3)  Submission  of  data.  At  the  time  or 
each  of  the  times  specified  or  provided  for 
in  paragraph  (2)  of  this  clause,  the  con¬ 
tractor  shall  sifbmit  (1)  a  new  estimate  and 
breakdown  of  the  unit  cost  and  the  proposed 
prices  of  the  items  to  be  delivered  in  the 
succeeding  period  under  this  contract. 
Itemized  so  far  as  is  prescribed  in  DD  Form 
No.  633;  (ii)  an  explanation  of  the  differ¬ 
ences  between  the  original  (or  last  preced¬ 
ing)  estimate  and  the  new  estimate;  (iii) 
such  relevant  shop  and  engineering  data, 
cost  records,  overhead  absorption  reports 
and  accounting  statements  as  may  be  of  as¬ 
sistance  in  determining  the  accuracy  and 
reliability  of  the  new  estimates;  (iv)  a  state¬ 
ment  of  experienced  costs  of  production 
hereunder  to  the  extent  that  they  are  avail¬ 
able  at  the  time  or  times  of  the  negotiation 
of  the  revision  of  prices  hereunder;  and  (v) 
any  other  relevant  data  usually  furnished 
in  the  case  of  negotiation  of  prices  under  a 
new  contract.  The  Government  may  make 
such  examination  of  the  contractors  ac¬ 
counts,  records  and  books  as  the  contracting 
officer  may  require  and  may  make  such  audit 
thereof  as  the  contracting  officer  may  deem 
necessary. 

(4)  Negotiations,  (a)  Upon  the  filing  of 
the  statements  and  data  required  by  para¬ 
graph  (3)  of  this  clause,  the  contractor  and 
the  contracting  officer  will  negotiate 
promptly  in  good  faith  to  agree  upon  prices 
for  items  to  be  delivered  on  and  after  the 
effective  date  of  the  price  revision.  Nego¬ 
tiations  for  price  revision  under  this  clause 
shall  be  conducted  on  the  same  basis,  em¬ 
ploying  the  same  types  of  data  (including, 
without  limitation,  comparative  prices,  com¬ 
parative  costs,  and  trends  thereof)  as  in  the 
negotiation  of  prices  under  a  new  Depart¬ 
ment  of  the  Air  Force  contract. 

(b)  After  each  negotiation  the  agreement 
reached  will  be  evidenced  by  a  supplemental 
agreement  stating  the  revised  prices  to  be 
effective  with  respect  to  deliveries  on  and 
after  the  effective  date  of  the  price  revision. 


(5)  Disagreements.  If  within  30  days  after 
the  effective  date  of  the  price  revision  (or 
such  further  period  as  may  be  fixed  by 
written  agreement)  the  contracting  officer 
and  the  contractor  fail  to  agree  to  revised 
prices  for  the  period  in  question,  the  failure 
to  agree  shall  be  deemed  to  be  a  disagree¬ 
ment  as  to  a  question  of  fact  which  shall  be 
disposed  of  in  accordance  with  the  clause 
herein  entitled  “Disputes.’* 

(6)  Payments.  Until  new  prices  shall  be¬ 
come  effective  in  accordance  with  this  clause, 
the  prices  in  force  at  the  effective  date  of 
the  price  revision  shall  be  paid  upon  all  de¬ 
liveries,  subject  to  appropriate  later  revision 
made  pursuant  to  paragraph  (4)  or  (5)  or 
(7)  (b)  (li)  of  this  clause. 

(7)  Termination  promsions.  For  any  of 
the  purposes  of  the  clause  herein  entitled 
“Termination  for  Convenience  of  the  Gov¬ 
ernment"  of  this  contract  (Including  with¬ 
out  limitation,  the  computation  of  “the  total 
contract  price”  and  “the  contract  price  of 
work  not  terminated”),  the  contract  price 
of  delivered  articles  shall  be  deemed  to  be : 

(a)  For  all  items  delivered  prior  to  the  ef¬ 
fective  date  of  the  price  revision,  the  contract 
price  (giving  effect  to  any  prior  revisions  un¬ 
der  this  clause )  applicable  to  each  such  item; 

(b)  For  all  items  delivered  on  or  after  the 
effective  date  of  the  price  revision — 

(i)  the  contract  price  as  revised  in  accord¬ 
ance  with  this  clause,  if  such  revision  shall 
have  been  agreed  upon;  and 

(ii)  if  such  revision  shall  not  have  been 
agreed  upon,  then  such  estimated  prices  as 
the  contractor  and  the  contracting  officer 
may  agree  upon  as  reasonable  under  all  the 
circumstances  and  in  the  absence  of  such 
agreement  such  reasonable  prices  as  may  be 
determined  in  accordance  with  the  clause 
herein  entitled  “Disputes." 

§  1003.403-7  Form  II A  ( FPR-IIA ) , 
Optional  Periodic  Pricing  Upon  Demand 
( Prospective  Only) — (a)  Description. 
The  Form  IIA  clause  provides  for  an  un¬ 
limited  upward  or  downward  revision  of 
the  price  from  time  to  time  upon  the 
written  demand  of  either  the  Govern¬ 
ment  or  the  contractor,  subject  to  speci¬ 
fied  limitations  on  the  frequency  of  de¬ 
mand. 

(b)  Form  IIA  clause  ( optional  periodic 
pricing  upon  demand,  prospective  only) . 

Form  IIA  Clause 

(1)  The  prices  set  forth  herein  may  be 
increased  or  decreased  in  accordance  with 
this  clause. 

(2)  Demand  for  negotiation,  (a)  At  any 
time  and  from  time  to  time,  subject  to  the 
limitations  specified  in  this  Clause,  either  the 
Government  or  the  contractor  may  deliver  to 
the  other  a  written  demand  that  the  parties 
negotiate  to  revise  the  prices  under  this  con¬ 
tract.  No  such  demand  shall  be  made  before 

- and  thereafter  neither 

party  shall  make  a  demand  having  an  effec¬ 
tive  date  within  120  days  of  the  effective  date 
of  any  prior  demand.  Each  demand  shall 
specify  a  date,  not  earlier  than  30  days  sub¬ 
sequent  to  the  date  of  the  delivery  of  the 
demand,  as  of  which  the  revised  prices  shall 
be  effective  as  to  the  deliveries  made  thereon 
and  thereafter.  This  date  is  hereinafter  re¬ 
ferred  to  as  “the  effective  date  of  the  price 
revision.”  Any  demand  under  this  clause, 
if  made  by  the  contractor,  shall  state  briefly 
the  ground  or  grounds  therefor  and  shall  be 
accompanied  by  the  statements  and  data 
referred  to  in  paragraph  (3)  of  this  clause. 
If  the  demand  is  made  by  the  Government, 
such  statements  and  data  will  be  furnished 
by  the  contractor  within  30  days  of  the  de¬ 
livery  of  the  demand. 

(b)  In  the  event  all  remaining  work  under 
this  contract,  as  it  may  from  time  to  time  be 
amended,  shall  be  terminated  under  the 
clause  herein  entitled  “Termination  for  Con¬ 


venience  of  the  Government,"  no  dem«  . 
shall  then  or  thereafter  be  made  and  *7 
demand  the  effective  date  of  which  u  W 
than  30  days  before  the  effective  date  of 
termination  shall  be  void  and  of  no  effect 
(3)  Submission  of  data.  At  the  time  or 
each  of  the  times  specified  or  provided  i» 
in  paragraph  (2)  of  this  clause  the  con 
tractor  shall  submit  (i)  a  new  estimate  and 
breakdown  of  the  unit  cost  and  the  propogJ! 
prices  of  the  items  remaining  undertS 
contract  after  the  effective  date  of  the  prtM 
revision,  itemized  so  far  as  practical  in  {2 
manner  prescribed  on  DD  Form  No.  633-  (hi 
an  explanation  of  the  difference  between 
the  original  (or  last  preceding)  estimate  and 
the  new  estimate;  (iii)  such  relevant  shoo 
and  engineering  data,  cost  records,  overhead 
absorption  reports  and  accounting 
ments  as  may  be  of  assistance  in  determining 
the  accuracy  and  reliability  of  the  new  esti¬ 
mate;  (iv)  a  statement  of  experienced  coat* 
of  production  hereunder  to  the  extent  that 
they  are  available  at  the  time  or  times  of  the 
negotiation  of  the  revision  of  prices  here- 
under;  and  (v)  any  other  relevant  data  usu- 
ally  furnished  in  the  case  of  negotiation  oi 
prices  under  a  new  contract.  The  Govern¬ 
ment  may  make  such  examination  of  the 
contractor’s  accounts,  records  and  books  as 
the  contracting  officer  may  require  and  may 
make  such  audit  thereof  as  the  contracting 
officer  may  deem  necessary. 

(4)  Negotiations,  (a)  Upon  the  filing  of 
the  statements  and  data  required  by  para¬ 
graph  (3)  of  this  clause,  the  contractor  and 
contracting  officer  will  negotiate  promptly  ] 
in  good  faith  to  agree  upon  prices  for  items 
to  be  delivered  on  and  after  the  effective  ! 
date  of  the  price  revision.  Negotiations  for 
price  revisions  under  this  clause  shall  be 
conducted  on  the  same  basis,  employing  the 
same  types  of  data,  including,  without  limi¬ 
tation,  comparative  prices,  comparative  costs 
and  trends  thereof  as  under  a  new  Depart¬ 
ment  of  the  Air  Force  contract. 

(b)  After  each  negotiation  the  agreement 
reached  will  be  evidenced  by  a  supplemental 
agreement  stating  the  revised  prices  to  be 
effective  with  respect  to  deliveries  on  and 
after  the  effective  date  of  the  price  revision 
(or  such  other  later  date  as  the  parties  may 
fix  in  such  supplemental  agreement). 

(5)  Disagreements.  If,  within  30  days 
after  the  date  on  which  the  statements  and 
data  are  required  pursuant  to  paragraph  (2) 
of  this  clause  to  be  filed  (or  such  furthw 
period  as  may  be  fixed  by  written  agree¬ 
ment  ) ,  the  contracting  officer  and  the  con¬ 
tractor  fail  to  agree  to  revised  prices,  the 
failure  to  agree  shall  be  deemed  to  be  a  dis¬ 
agreement  as  to  a  question  of  fact  which 
shall  be  disposed  of  in  accordance  with  the 
clause  herein  entitled  “Disputes,”  and  the 
prices  so  fixed  shall  remain  in  effect  for  the 
balance  of  the  contract  notwithstanding  any 
other  provision  of  this  clause. 

(6)  Payments.  Until  new  prices  shall  be¬ 
come  effective  in  accordance  with  this  clause, 
the  prices  in  force  at  the  effective  date  of  the 
price  revision  shall  be  paid  upon  all  deliveries 
subject  to  appropriate  later  revision  made 
pursuant  to  paragraph  (4)  or  (5)  or  (7)  (b) 
(ii)  of  this  clause. 

(7)  Termination  Provisions.  For  any  of 

the  purposes  of  the  clause  herein  entitled 
“Termination  for  Convenience  of  the  Gov¬ 
ernment"  (including,  without  limitation, 
the  computation  of  “the  total  contract 
price,”  and  “the  contract  price  of  work  not 
terminated”) ,  the  contract  price  of  delivered 
articles  shall  be  deemed  to  be;  j 

(a)  For  all  items  delivered  prior  to  the  ef¬ 
fective  date  of  the  price  revision,  the  con¬ 
tract  price  (giving  effect  to  any  prior  revi¬ 
sions  under  this  clause)  applicable  to  each 
such  items: 

(b)  For  all  items  delivered  on  or  affcr 
the  effective  date  of  the  price  revision, 

(i)  the  contract  price  as  revised  in  accord¬ 
ance  with  this  clause,  if  such  revision  shall 
have  been  agreed  upon;  and 
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.y,  U  guch  revision  shall  not  have  been  amended,  shall  be  terminated  under  the 
JJ|  upon,  then  such  estimated  prices  as  clause  herein  entitled  “Termination  for  Con- 
contractor  and  the  contracting  officer  venlence  of  the  Government,”  no  demand 
av  agree  upon  as  reasonable  under  all  the  shall  then  or  thereafter  be  made  and  any 
*ircumstanc^s  and  in  the  absence  of  such  demand  the  effective  date  of  which  is  less 
^reement  such  reasonable  prices  as  may  be  than  30  days  before  the  effective  date  of  such 
Stermined  in  accordance  with  the  clause  termination  shall  be  void  and  of  no  effect, 
w-yjjn  entitled  "Disputes.”  (3)  Submission  of  data.  At  the  time  or 

irn  ,v nn  rm\  each  of  the  times  specified  or  provided  for 
§1003.403-8  Form  JIB  IFFR-IIB) ,  ln  paragraph  (2)  of  this  clause  the  contrac- 
rctroactive  ana  prospective  price  redeter -  tor  Shaii  submit  (i)  a  new  estimate  and 
ruination  ( including  further  prospective  breakdown  of  the  unit  cost  and  the  proposed 
redetermination  upon  demand) — (a)  prices  of  the  items  remaining  under  this 
nescription.  The  Form  IIB  clause  pro-  contract  after  the  effective  date  of  the  price 
itps  for  a  mandatory  and  unlimited  revision,  itemized  so  far  as  is  practicable  ln 

Std «  — 

prices  upon  delivery  of  a  specified  per-  mlnation...  (li)  and  explanation  of  the  dif- 
centage  of  the  principal  items  called  for  ferences  between  the  original  (or  last  pre- 
by  the  contract.  This  revised  price  ap-  ceding)  estimate  and  the  new  estimates; 
-jjes  retroactively  to  the  initial  period  (lit )  such  relevant  shop  and  engineering 
and  prospectively  to  the  undelivered  por-  data,  cost  records,  overhead  absorption  re- 
tinn  Of  the  contract.  Thereafter  the  ports,  and  accounting  statements  as  may  be 
rrice  may  remain  firm  or  subsequently  “S®*00®  ^determining  the  accuracy  and 
psed  on  demand  of  either  party  in 

essentially  the  same  manner  as  pre-  under  to  the  extent  that  they  are  available 
scribed  in  the  Form  IIA.  This  form  of  at  the  time  or  times  of  the  negotiation  of  the 
contract  therefor  contemplates  a  situ-  revision  of  prices  hereunder;  and  (v)  any 
atlon  where  neither  party  can  be  bound  other  relevant  data  usually  furnished  in  the 
bv  initial  prices  due  to  inexperience,  the  case  of  negotiation  of  prices  under  a  new 
establishment  of  target  prices  for  a  contract.  The  Government  may  make  such 

is  Hems  recorded,  and  the  negotiation  of  may  requlre  and  may  make  such  tudlJ  there_ 
flnn  fixed  prices  in  subsequent  periods  Gf  as  contracting  officer  may  deem  neces- 
based  on  such  experience.  Bary.  > 

(b)  Form  IIB  clause  ( retroactive  and  (4)  Negotiations,  (a)  Upon  the  filing  of 
prospective  price  redetermination,  in-  the  statements  and  data  required  by  para- 
duding  further  prospective  redetermina -  graph  (3)  of  this  clause,  the  contractor  and 
m  upon  demand.)  the  contracting  officer  will  negotiate 
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Foem  IIB  Clause 

(1)  The  prices  of  the  supplies  to  be  fur¬ 
nished  hereunder  may  be  increased  or  de¬ 
creased  in  accordance  with  this  clause. 

(3)  Times  for  negotiation,  (a)  Upon 

completion  of  delivery  of _ percent  of  the 

(here  Specify  the  principal  items  to  be  fur¬ 
nished  under  the  contract)  to  be  furnished 
under  this  contract,  the  parties  shall  negoti- 
ste  to  revise  the  prices  of  all  items  thereto- 

fore  and  thereafter  to  he  delivered _ days 

prior  to  the  completio  of  delivery  of  said _ 

percent,  the  contractor  shall  furnish  to  the 
contracting  officre  the  statements  and  data 
referred  to  in  paragraph  (3)  of  this  clause. 
At  any  time  and  from  time  to  time  after 

the  completion  of  delivery  of  said _ percent, 

nbject  to  the  limitations  specified  ln  this 
clause,  either  the  Government  or  the  con¬ 
tactor  may  deliver  to  the  other  a  written 
demand  that  the  parties  neg'  tiate  to  adjust 
the  prices  under  this  contract.  No  demand 
Aall  be  made  prior  to  120  days  after  the 

completion  of  delivery  of  said _ percent  and 

thereafter  neither  party  shall  make  a  demand 
haring  an  effective  date  within  120  days  of 
the  effective  date  of  any  prior  demand.  Each 
demand  shall  specify  a  date,  not  earlier  than 
30  days  subsequent  to  the  date  of  the  de- 
llrery  of  the  demand,  as  of  which  the  revised 
prices  shall  be  effective  as  to  the  deliveries 
made  thereon  and  thereafter.  This  date  is 
hereinafter  referred  to  as  “the  effective  date 
of  the  price  revision.”  For  the  purposes 
«f  the  first  negotiation  contemplated  by  this 
persgraph,  the  date  of  execution  of  this  con¬ 
tract  shall  be  deemed  to  be  the  effective  date 
of  the  price  revision.  Any  demand  under 
this  clause,  if  made  by  the  contractor,  shall 
•tate  briefly  the  ground  or  grounds  therefor 
ud  shall  be  accompanied  by  the  statements 
»nd  data  referred  to  in  paragraph  (3)  of  this 
clause.  If  the  demand  is  made  by  the  Gov¬ 
ernment.  such  statements  and  data  will  be 
:  furnished  by  the  contractor  within  30  days 
of  the  delivery  of  the  demand, 
fb)  In  the  event  all  remaining  work  under 
i  contract,  as  it  may  from  time  to  time  be 


ferences  between  the  original  (or  last  pre¬ 
ceding)  estimate  and  the  new  estimates; 
(iii)  such  relevant  shop  and  engineering 
data,  cost  records,  overhead  absorption  re¬ 
ports,  and  accounting  statements  as  may  be 
of  assistance  in  determining  the  accuracy  and 
reliability  of  the  new  estimate;  (lv)  a  state¬ 
ment  of  experienced  cost  of  production  here¬ 
under  to  the  extent  that  they  are  available 
at  the  time  or  times  of  the  negotiation  of  the 
revision  of  prices  hereunder;  and  (v)  any 
other  relevant  data  usually  furnished  in  the 
case  of  negotiation  of  prices  under  a  new 
contract.  The  Government  may  make  such 
examination  of  the  contractor’s  accounts, 
records,  and  books  as  the  contracting  officer 
may  require  and  may  make  such  audit  there¬ 
of  as  the  contracting  officer  may  deem  neces¬ 
sary.  > 

(4)  Negotiations,  (a)  Upon  the  filing  of 
the  statements  and  data  required  by  para¬ 
graph  (3)  of  this  clause,  the  contractor  and 
the  contracting  officer  will  negotiate 
promptly  in  good  faith  to  agree  upon  prices 
for  items  delivered  and  to  be  delivered  on 
and  after  the  effective  date  of  the  price  revi¬ 
sion.  Negotiations  for  price  revisions  under 
this  clause  shall  be  conducted  on  the  same 
basis,  employing  the  same  types  of  data 
(including,  without  limitations,  comparative 
prices,  comparative  costs,  and  trends  thereof) 
as  in  the  negotiation  of  prices  under  a  new 
Department  of  the  Air  Force  contract. 

(b)  After  each  negotiation  the  agreement 
reached  will  be  evidenced  by  a  supplemental 
agreement  stating  the  revised  prices  to  be 
effective  with  respect  to  delivered  and  to  be 
delivered  items  as  the  case  may  be  on  and 
after  the  effective  date  of-the  price  revision 
(or  such  other  later  date  as  the  parties  may 
fix  in  such  supplemental  agreement). 

(5)  Disagreements.  If  within  30  days  after 
the  date  on  which  the  statements  and  data 
are  required  pursuant  to  paragraph  (2)  of 
this  clause  to  be  filed;  (or  such  further  period 
as  may  be  fixed  by  written  agreement)  the 
contracting  officer  and  the  contractor  fail  to 
agree  to  revised  prices,  the  failure  to  agree 
'shall  be  deemed  to  be  a  disagreement  as  to 
a  question  of  fact  which  shall  be  disposed  of 
in  accordance  with  the  clause  herein  entitled 
“Disputes,”  and  the  prices  so  fixed  shall  re¬ 
main  in  effect  for  the  balance  of  the  contract 
notwithstanding  any  other  provision  of  this 
clause. 

(6)  Payments.  Until  new  prices  shall  be¬ 
come  effective  in  accordance  with  this  clause, 
the  prices  in  force  at  the  effective  date  of  the 
price  revision  shall  be  paid  upon  all  deliver¬ 
ies,  subject  to  appropriate  later  revision  made 
pursuant  to  paragraph  (4)  or  (5)  or  (7)  (b) 
(ii)  of  this  clause. 

(7)  Termination  provisions.  For  any  of 
the  purposes  of  the  clause  herein  entitled 
"Termination  for  Convenience  of  the  Gov¬ 
ernment”  (including  without  limitation,  the 
computation  of  “the  total  contract  price” 
and  “the  contract  price  of  work  not  termi¬ 
nated”),  the  contract  price  of  delivered 
article  shall  be  deemed  to  be: 

(a)  For  all  items  delivered  prior  to  the 
effective  date  of  the  price  revision,  the  con¬ 
tract  price  (giving  effect  to  any  prior  revi¬ 


sions  under  this  clause)  applicable  to  each 

item; 

(b)  For  all  items  delivered  on  or  after  the 
effective  date  of  the  price  revision;  (i)  the 
contract  price  as  revised  in  accordance  with 
this  clause  If  such  revision  shall  have  been 
agreed  upon;  and  (ii)  If  such  revision  shall 
not  have  been  agreed  upon,  then  such  esti¬ 
mated  prices  as  the  contractor  and  the  con¬ 
tracting  officer  may  agree  upon  as  reasonable 
under  all  the  circumstances  and  ln  the  ab¬ 
sence  of  such  agreement  such  reasonable 
prices  as  may  he  determined  In  accordance 
with  the  clause  herein  entitled  “Disputes." 

(8)  Termination  during  the  initial  period. 
In  the  event  that  this  contract  is  terminated 
under  the  clause  herein  entitled  "Termina¬ 
tion  for  Convenience  of  the  Government”  or 
the  contractor's  right  to  deliver  is  terminated 
under  the  clause  herein  entitled  “Default,” 
so  that  the  last  delivery  under  the  contract 
as  terminated  is  made  prior  to  the  completion 
of  the  initial  period  as  specified  in  paragraph 

(2)  of  this  clause,  the  contractor  within _ _ 

days  after  such  last  delivery  shall  furnish  the 
data  required  by  paragraph  (3)  of  this  clause 
and  thereupon  the  parties  shall  negotiate  in 
good  faith  to  agree  upon  revised  prices  under 
this  contract.  The  agreement  reached  shall 
be  evidenced  by  a  supplemental  agreement  to 
this  contract  stating  the  revised  prices  under 
the  contract.  Any  disagreement  as  to  the 
revised  prices  will  be  disposed  of  as  a  ques¬ 
tion  of  fact  ln  accordance  with  the  clause 
herein  entitled  “Disputes.” 


§  1003.403-9  Form  III  ( FPR-III ) ,  ret¬ 
roactive  price  revision  ( mandatory  un¬ 
less  determined  otherwise  by  contracting 
officer) — (a)  Description.  This  type  of 
contract  provides  for  a  wholly  retroactive 
and  downward  only  revision  of  the  con¬ 
tract  price  upon  completion  of  perform¬ 
ance.  The  clause  binds  the  parties,  after 
completion  or  termination  of  the  con¬ 
tract  to  negotiate  to  reduce  the  entire 
contract  price,  unless  the  contracting 
officer  determines  that  the  contract  price 
is  fair  and  reasonable  within  45  days  of 
receipt  of  contractor’s  cost  data.  It  is 
designed  primarily  for  use  in  research  or 
development  contracts,  or  for  the  pro¬ 
curement  of  supplies  or  services  when  the 
period  of  performance  is  so  short  as  to 
preclude  the  use  and  administration  of 
one  of  the  other  types  of  price  redetermi¬ 
nation  contracts.  This  type  contem¬ 
plates  initial  pricing  sufficiently  close  to 
enable  the  contracting  officer,  in  many 
cases,  to  determine  that  initially  nego¬ 
tiated  prices  are  fair  and  reasonable. 

(b)  Conditions  for  use.  (1)  This  type 
of  contract  may  be  used  only  when  the 
amount  of  the  procurement  is  $100,000 
or  less. 

(2)  The  price  initially  negotiated 
should  bear  a  reasonably  close  relation¬ 
ship  to  the  expected  final  price  there¬ 
under. 

(3)  The  procurement  must  call  for  re¬ 
search  or  development,  or  for  supplies 
or  services  to  he  delivered  within  9 
months  of  date  of  execution  of  the 
contract. 

<c)  Form  III  clause  ( retroactive  price 
revision — mandatory  unless  determined 
otherwise  by  contracting  officer). 

Form  in  Clause 

(1)  Within  6d  days  after  the  completion 
or  termination  of  this  contract,  the  contrac¬ 
tor  will  submit  to  the  contracting  officer  a 
detailed  statement  of  performing  this  con¬ 
tract,  itemized  so  far  as  is  practical  in  the 
manner  prescribed  in  DD  Form  No.  633.  Then 
within  forty-five  (45)  days  after  the  submis- 
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slon  of  such  statement,  unless  the  contract¬ 
ing  officer  determines  and  notifies  the  con¬ 
tractor  in  writing  that  the  prioes  are  con¬ 
sidered  fair  and  reasonable,  the  contractor 
and  the  contracting  officer  will  undertake 
negotiations  to  reduce  the  contract  price  to 
an  amount  representing  fair  and  reasonable 
compensation  for  the  performance  of  .  the 
contract.  In  such  negotiations  the  efficiency 
of  the  contractor  in  production,  buying  and 
management  will  be  given  due  weight. 

(2)  The  contractor  will  furnish  to  the  con¬ 
tracting  officer  such  other  statements  of  ac¬ 
tual  costs  of  production  and  such  other  fi¬ 
nancial  statements,  at  such  times  and  in  such 
form  and  detail,  as  the  contracting  officer 
may  prescribe,  and  will  permit  such  audits 
and  examination  of  its  books,  records  and 
accounts  as  the  contracting  officer  may  re¬ 
quest. 

(3)  If  within  thirty  (30)  days  after  the 
commencement  of  negotiations  (or  such  fur¬ 
ther  period  as  may  be  fixed  by  written  agree¬ 
ment)  the  contracting  officer  and  the  con¬ 
tractor  fail  to  agree  to  a  revised  price,  the 
failure  to  agree  shall  be  deemed  to  be  a  dis¬ 
agreement  as  to  a  question  of  fact  which 
shall  be  disposed  of  in  accordance  with  the 
clause  herein  entitled  “Disputes." 

(4)  The  Government  shall  retain  from 
amounts  otherwise  due  the  contractor,  or  the 
contractor  shall  repay  to  the  Government  if 
paid  to  him,  any  amount  by  which  the  con¬ 
tract  price  is  found  as  result  of  the  applica¬ 
tion  of  this  clause  to  exceed  a  fair  and  rea¬ 
sonable  price,  as  the  contracting  officer  may 
direct. 

§  1003.403-10  Form  IV  ( FPR-IV ) , 
retroactive  price  revision  ( mandatory , 
with  limited  upward  revision) — (a)  De¬ 
scription.  This  type  of  contract  pro¬ 
vides  for  upward  or  downward  retroac¬ 
tive  price  revision  upon  completion  of 
performance.  Under  this  type,  a  con¬ 
tract  target  price  is  agreed  upon  which 
it  is  believed  will  encourage  the  contrac¬ 
tor  to  do  as  efficient  a  job  as  possible  in 
the  circumstances  and  at  the  same  time, 
a  maximum  price  is  fixed  as  a  ceiling  on 
any  upward  revision  under  the  clause. 
It  is  used  primarily  in  research  or  devel¬ 
opment  procurements,  or  for  the  pro¬ 
curement  of  supplies  or  services  when 
the  period  of  performance  is,  so  short  as 
to  preclude  the  use  and  administration  of 
one  of  the  other  types  of  price  reaeter- 
mination  contracts. 

(b)  Conditions  for  use.  (1)  This  type 
of  contract  may  be  used  when  the  pro¬ 
curement  calls  for  research  or  develop¬ 
ment,  or  for  supplies  or  services  to  be 
delivered  within  nine  (9)  months  from 
the  date  of  execution  of  the  contract. 

(2)  The  ceiling  price  should  bear  a 
reasonable  relationship  to  the  target 
price. 

(3)  Contingencies  should  be  removed 
from  the  target  price  as  consideration  for 
the  ceiling-price  protection. 

(c)  Form  IV  clause  ( retroactive  price 
revision — mandatory,  with  limited  up¬ 
ward  revision). 

Form  IV  Clause 

«  (1)  Because  of  the  nature  of  the  work 
called  for  by  this  contract  and  the  uncer¬ 
tainty  as  to  the  cost  of  performance  here¬ 
under,  the  parties  agree  that  the  contract 
price  hereof  may  be  increased  or  decreased 
in  accordance  with  the  provisions  of  this 
clause. 

(2)  Within  ____  (not  exceeding  60)  days 
after  the  completion  or  termination  of  this 
contract,  the  contractor  will  file  with  the 
contracting  officer  a  statement  showing,  in 


such  form  and  detaU  as  the  contracting  offi¬ 
cer  may  prescribe,  the  contractor’s  cost  of 
producing  the  supplies  or  furnishing  the 
services  called  for  hereunder,  Itemized  so  far 
as  is  practical  in  the  manner  prescribed  by 
DD  Form  No.  633,  together  with  such  other 
information  as  may  be  pertinent  in  the  nego¬ 
tiations  for  a  revised  price  pursuant  to  this 
clause.  Such  statement  of  cost  shall  fairly 
reflect  the  normal  operation  of  the  Con¬ 
tractor’s  cost  system.  The  contracting  offi¬ 
cer  shall  have  the  right  at  all  reasonable 
times  to  make  or  cause  to  be  made  such  ex¬ 
aminations  and  audits  of  the  contractor’s 
books,  records,  and  accounts  as  he  may 
request. 

(3)  Upon  the  filing  of  the  statement  and 

other  pertinent  information  required  by 
paragraph  (2)  of  this  clause,  the  contractor 
and  the  contracting  officer  will  promptly  ne¬ 
gotiate  in  good  faith  to  agree  upon  a  reason¬ 
able  revised  .price  for  the  entire  contract 
which,  upon  the  basis  of  such  statement  and 
other  pertinent  information,  will  constitute 
fair  and  just  compensation  to  the  contractor 
for  the  performance  of  this  contract.  In 
determining  the  extent  of  any  estimated  al¬ 
lowance  for  profit  to  be  taken  into  account 
in  fixing  such  revised  price,  consideration 
will  be  given  to  the  extent  to  which  the 
contractor  has  performed  the  contract  with 
efficiency,  economy,  and  ingenuity.  In  no 
event  shall  the  revised  price  exceed  the  sum 
of  $ _ _  The  revised  price  shall  be  evi¬ 

denced  by  a  supplemental  agreement  to  this 
contract. 

(4)  If  within  ____  (not  exceeding  90)  days 
after  the  completion  or  termination  of  this 
contract,  the  parties  shall  fail  to  agree  upon 
a  revised  price  in  accordance  with  the  provi¬ 
sions  of  this  clause,  the  failure  to  agree  shall 
be  deemed  to  be  a  disagreement  as  to  a  ques¬ 
tion  of  fact  which  shall  be  disposed  of  in 
accordance  with  the  clause  herein  entitled 
“Disputes.” 

(5)  In  the  event  of  a  price  increase,  the 
Government  will  pay  or  credit  to  the  con¬ 
tractor  the  amount  by  which  the  revised 
price  shall  exceed  the  contract  price  afore¬ 
said.  In  the  event  of  a  decrease  in  price, 
the  contractor  will  repay  or  credit  the 
amount  of  such  decrease  to  the  Government 
in  such  manner  as  the  contracting  officer 
may  direct. 

(6)  For  any  of  the  purposes  of  the  clause 
herein  entitled  “Termination  for  Conven¬ 
ience  of  the  Government”  (including  with¬ 
out  limitation,  computation  of  “the  total 
contract  price"  and  “the  contract  price  of 
work  not  terminated”),  the  contract  price 
shall  be  the  revised  contract  price  agreed 
upon  under  paragraph  (3)  of  this  clause 
determined  under  paragraph  (4)  of  this 
clause,  as  the  case  may  be. 

§  1003.403-11  Form  V  (FPR-V) ,  price 
revision  upon  happening  of  speoified 
contingency — (a)  Description.  This  type 
of  contract  provides  for  an  equitable  re¬ 
vision  of  prices,  prospective  only,  upon 
the  happening  of  a  contingency  specified 
in  the  clause  as  a  “basic  assumption.” 
The  revision  may  be  upward  to  a  specified 
limit,  and  unlimited  downward.  The 
purpose  of  this  form  is  to  limit  any  up¬ 
ward  revisions  to  identified  contingency 
situations  beyond  the  contractor’s  con¬ 
trol,  or  conversely,  to  provide  that  any 
benefits  from  these  same  contingencies 
will  flow  to  the  Government. 

(b)  Conditions  for  use.  The  clause 
is  not  authorized  for  use  to  cover  any 
of  the  following  contingencies:  (1) 
changes  in  taxes  or  duties;  (2)  changes 
in  wage  rates  or  employment  conditions; 
(3)  risks  arising  in  connection  with 
patents;  (4)  termination  of  the  contract 
in  yhole  or  in  part. 


(c)  Form  V  clause  (price  revisi oiu. 
upon  happening  of  specified  coMm 
gency). 

Form  V  Clause 

(1)  Basic  Assumption.  The  contractor 
represents  that  the  prices  under  this  contract 
have  been  fixed  on  the  following  assumption 
(hereinafter  called  the  basic  assumption^ 

In  the  event  that  the  basic  assumption  !, 
not  realized,  in  whole  or  in  part,  and  that  as 
a  result  the  contractor’s  costs  vary  material]* 
from  its  presently  anticipated  costs  as  sDeci- 
fied  above,  the  parties  agree  that  an  equitable 
adjustment  shall  be  made  in  the  contract 
price  on  account  of  any  net  increase  or  tie- 
crease  in  such  costs  resulting  from  that 
nonrealization. 

(2)  Within  30  days  after  the  entire  or  par. 
tial  nonfulfillment  of  the  basic  assumption" 
the  contractor  shall  notify  the  contracting 
officer  in  writing  of  the  fact  and  extent^ 
such  occurrence,  and  shall  also,  within  such 
time  (or  within  such  further  period  as  the 
contracting  officer  may  in  writing  allow  be- 
fore  the  date  of  final  settlement  of  the  con- 
tract) ,  present  In  writing  to  the  contracting 
officer  any  claim  which  it  may  then  have  lor 
adjustment  under  this  clause.  Within  30 
days  after  the  contractor’s  notification  to 
him  (or  within  such  further  time  as  the 
parties  may  agree  upon  writing),  the  con¬ 
tracting  officer  shall  present  in  writing  to  the 
contractor  any  claim  for  adjustment  under 
this  clause  which  the  Government  may  then 
have.  The  parties  agree  to  negotiate  in  good 
faith  concerning  these  claims  and  the 
amount  and  terms  of  any  equitable  adjust- 
ment  which  should  be  made.  Any  price  re¬ 
vision  hereunder  shall  be  prospective  only 
from  the  date  of  the  entire  or  partial  non¬ 
fulfillment  of  the  basic  assumption.  If  the 
parties  fail  to  agree  whether  an  equitable 
adjustment  is  required  under  this  clause,  or 
upon  the  terms  or  amount  of  such  adjust¬ 
ment,  the  dispute  shall  be  disposed  of  as  a 
question  of  fact  in  accordanpe  with  the 
clause  herein  entitled  “Disputes.”  But  noth- 
ing  provided  in  this  clause  shall  excuse  the 
contractor  from  proceeding  with  the  con¬ 
tract  in  accordance  with  its  terms:  Any  ad¬ 
justment  hereunder  shall  be  evidenced  by  a 
supplemental  agreement  to  this  contract 
Nothing  provided  in  this  clause  is  intended 
to  alter,  restrict  or  limit  the  terms  of  the 
clause  herein  entitled  “Changes"  or  the  au¬ 
thority  of  the  contracting  officer  thereunder. 

(3)  Warranty.  The  contractor  represent! 
and  warrants  that  there  is  not  included  is 
the  price  hereunder  any  charge,  allowance, 
or  reserve  for  the  possible  nonfulfillment,  is 
whole  or  in  part,  of  the  basic  assumption. 

(4)  Relation  to  Default  Clause.  To  the 
extent  that  performance  of  this  contract  may 
be  delayed  because  of  the  nonrealization  of 
the  basic  assumption,  in  whole  or  in  part, 
and  that  the  contractor  Bhall  have  been 
unable  to  prevent  such  delay,  the  delay  shall 
be  deemed  to  be  excusable  for  the  purpose! 
of  the  clause  herein  entitled  “Default." 

§  1003.404  Incentive-type  contracts. 

§  1003.404-2  Fixed-price  incentive 
types.  There  are  two  general  types  ci 
fixed -price  incentive  contracts:  the  type 
providing  for  a  firm  target  price  (FPIP), 
and  the  type  providing  for  a  "billing 
price”  with  provisions  for  later  estab¬ 
lishment  of  a  firm  target  price  by 
negotiation  (PPIR). 

(a)  Description.  The  incentive  fea¬ 
ture  is  provided  by  permitting  the  con¬ 
tractor’s  profit  to  increase  as  costs 
decrease ;  conversely  it  provides  for  f 
decrease  in  profit  as  costs  increase  in 
relation  to  a  target  established  by  nego¬ 
tiation.  The  use  of  either  incentive  price 
revision  clause  must  be  premised  on  the 
ability  of  the  contractor  to  maintain  ac- 
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unting  records  in  accordance  with 
SneraUy  accepted  accounting  principles 
nd  practices,  to  the  extent  and  in  such 
detail  as  is  necessary  for  establishment 
f  costs  applicable  to  the  contract. 
These  clauses  are  designed  to  stimulate 
efficiencies  in  performance. 

(b)  Fixed  price  incentive  clause 
(FPlF)  ( with  target  set  at  the  outset). 

Fixed  Price  Incentive  Clause 

(1)  Definitions.  As  used  in  this  clause, 
the  following  terms  shall  have  the  meanings 
set  forth  below: 

(a)  The  term  ‘‘billing  price”  means  the 
stated  prices  which  the  contractor  may  re¬ 
ceive  upon  delivery  of  any  article  or  comple¬ 
tion  of  services  pending  final  price  revision. 

(b)  The  term  ‘‘target  price”  means  any 
price  that  is  subject  to  adjustment  in  ac¬ 
cordance  with  the  final  price  revision  pro¬ 
visions  of  these  price  revision  clauses. 

(c)  The  term  ‘‘target  cost”  means  that 
portion  of  any  target  prices  which,  at  the 
time  of  negotiation  thereof,  was  deemed  to 
be  the  estimated  cost  of  the  articles  or  serv¬ 
ices  being  procured  and  which  will  be  used 
as  a  basis  for  determining  the  amount  of 
profit  the  contractor  will  realize  at  the  time 
of  establishing  the  final  contract  price. 

(d)  The  term  ‘‘target  profit”  means  that 
portion  of  any  target  price  agreed  upon  as 
being  a  reasonable  profit  for  furnishing  any 
item  of  articles  or  services  if  such  item  were 
produced  for  a  cost  equal  to  the  target  cost. 

(e)  The  term  ‘‘contract  target  price” 
means  the  sum  of  the  target  prices  of  ar¬ 
ticles  and  services  being  procured  under  the 
terms  of  the  contract  and  under  change  or¬ 
ders  and  amendments  thereto. 

(f)  The  term  “contract  target  cost”  means 
the  sum  of  the  target  costs  of  articles  and 
services  being  procured  under  the  terms  of 
the  contract  and  under  change  orders  and 
amendments  thereto. 

(g)  The  term  “contract  target  profit” 
means  the  sum  of  the  target  profits  of  ar¬ 
ticles  and  services  being  procured  under  the 
terms  of  the  contract  and  under  change  or¬ 
ders  and  amendments  thereto. 

(h)  The  term  “adjusted  total  contract 
cost"  means  the  total  cost,  determined  in 
accordance  with  paragraph  (7)  (i)  of  this 
clause,  for  only  those  items  subject  to  final 
price  revision  in  accordance  with  the  pro¬ 
visions  of  this  clause. 

(1)  The  term  “final  contract  price”  means 
the  final  contract  price  for  only  those  items 
subject  to  final  price  revision  in  accordance 
with  the  provisions  of  this  clause. 

(2)  General.  The  Prices  of  Items _ 

under  this  contract  are  target  prices  until 
revised  in  accordance  with  the  provisions  of 
this  clause  and  including  a  target  profit 
of  —  percentage  of  target  cost.  The  prices 
of  Items _ are  fixed  prices  and  not  sub¬ 

ject  to  revisions  in  accordance  with  any  of 
tha- provisions  of  this  clause. 

(3)  Submission  of  data.  Within _ days 

after  the  end  of  the  month  in  which  the 
Contractor  has  delivered  the  last  unit  re¬ 
ferred  to  in  Items _ of  this  contract,  the 

Contractor  shall  forward  to  the  contracting 
officer  (i)  a  statement  of  all  costs  itemized 
so  far  as  practical  in  manner  prescribed  by 
DD  Form  633,  incurred  by  the  Contractor  in 
performing  all  work  under  the  items  of  this 
contract  subject  to  price  revision,  and  (ii) 
an  estimate  of  costs  of  such  further  per¬ 
formance,  if  any,  as  may  be  necessary  to 
complete  performance  of  all  work  and  obli¬ 
gations  under  such  items.  The  Contractor 
Biay  include  as  a  separate  item  in  the  state¬ 
ment  of  costs  to  be  submitted  hereunder, 
an  amount  to  be  agreed  upon  by  the  Con¬ 
tractor  and  the  contracting  officer  repre- 

i  aentlng  the  difference  between  (i)  the  cost  of 
materials,  supplies,  and  subassemblies  pur- 
j  chased  for  but  not  allocated  to  the  perform- 
|  ance  of  the  contract  by  the  Contractor  which 
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may  be  reasonably  expected  to  remain  on 
hand  or  which  are  on  hand  as  surplus  ma¬ 
terials  to  the  conclusion  of  the  contract,  and 
(ii)  the  value  of  such  materials,  supplies  and 
subassemblies  to  the  conclusion  of  the 
contract, 

(4)  Accounting  procedures.  The  Con¬ 
tractor  agrees  to  maintain  books,  records, 
documents  and  other  evidence  pertaining  to 
the  costs  and  expenses  of  .this  contract,  in 
accordance  with  generally  accepted  account¬ 
ing  principles  and  practices,  and  to  the  ex¬ 
tent  and  in  such  detail  as  is  necessary  for 
establishment  of  costs  applicable  to  the 
items  of  this  contract  subject  to  price  revi¬ 
sion.  The  Contractor  shall  segregate  the 
costs  of  any  item,  change  or  service,  the  price 
of  which  is  fixed  and  not  subject  to  revi¬ 
sion  in  accordance  with  the  provisions  of 
this  clause. 

(5)  Certification.  An  officer  or  other  re¬ 
sponsible  official  of  the  Contractor  author¬ 
ized  by  it  to  do  so,  shall  certify  on  each 
statement  of  costs  forwarded  to  the  contract¬ 
ing  officer  in  accordance  with  the  require¬ 
ments  of  this  clause,  that  the  incurred  costs 
are  based  upon  the  accounting  records  of 
the  Contractor,  that  such  records  have  been 
kept  in  accordance  with  generally  accepted 
accounting  principles  and  practices  normally 
followed  by  the  Contractor,  that  such  in¬ 
curred  costs  are  correct  to  the  best  of  his 
knowledge  and  belief  amd  that  the  estimate 
of  costs  to  complete  is  considered  reasonable. 

(6)  Items  prices  pursuant  to  established 

provisioning  procedures.  (i)  Item  _ _ 

Spare  Parts.  The  unit  prices  of  spare  parts 
shall  exclude  (include)  the  estimated  cost  of 
engineering  and  tooling  and  shall  be  deter¬ 
mined  in  accordance  with _ _  which  docu¬ 

ment  is  incorporated  herein  by  reference. 
The  Contractor  shall  furnish  with  priced 
spare  parts  order  a  detailed  statement  of  the 
method  used  in  pricing  such  order  and  sepa¬ 
rate^  cost  breakdowns  of  a  representative 
number  of  major  parts  included  in  the  order. 
The  aggregate  target  price  for  such  spare 
parts  shall  be  established  by  negotiation  on 
the  basis  of  information  submitted  in  accord¬ 
ance  with  this  subparagrpah.  Spare  parts 
unit  prices,  as  so  established,  need  not  be 


recalculated  for  the  purposes  of  this  clause, 
however,  the  aggregate  target  price  for  spare 

parts  Item _ _  shall  be  subject  to  revision 

in  accordance  with  the  provisions  -  of  this 
clause.  As  target  prices  are  established  pur¬ 
suant  to  this  paragraph,  they  shall  be  added 
to  the  contract  by  amendment  which  shall 
indicate  the  effect  on  the  contract  target 
price,  target  profit  and  ceiling. 

(ii)  Item . . . . . . . 

(Other  items)  (Any  special  provisions 
applicable) 

(7)  Final  price  revision.  Upon  submission 
of  the  information  required  by  paragraph  (3) 
above,  the  Contractor  and  the  contracting 
officer  shall  promptly  establish  a  final  con¬ 
tract  price  for  the  items  subject  to  revision 
in  accordance  with  the  provisions  of  this 
clause  in  the  following  manner: 

(i)  On  the  basis  of  the  information  re¬ 
quired  by  paragraph  (3)  above,  together  with 
the  results  of  such  other  investigation,  as 
the  contracting  officer  may  deem  appropriate, 
there  shall  be  established  by  negotiation  the 
adjusted  total  contract  cost,  excluding  the 
actual  cost  incurred  to  date  of  any  item  or 
service  that  has  been  established  on  a  fixed 
price  basis  and  the  estimated  completion  cost 
thereof.  Failure  to  agree,  shall  be  a  dispute 
concerning  a  question  of  fact  within  the 
meaning  of  the  clause  of  this  contract  en¬ 
titled  “Disputes.” 

(ii)  The  final  contract  price  of  such  items 

shall  be  established  by  adding  to  the  adjusted 
total  contract  cost,  as  negotiated  under  para¬ 
graph  (i)  above,  an  allowance  for  profit  de¬ 
termined  in  accordance  with  the  instructions 
set  forth  in  paragraph  (iii)  below;  provided, 
however,  that  in  no  event  shall  the  final  con¬ 
tract  price  exceed _ percent  of  the  con¬ 

tract  target  cost. 

(iii)  The  allowance  for  profit  with  respect 

to  such  items  shall  be  determined  by  adding 
to  or  deducting  from  the  contract  target 
profit  an  amount  to  be  determined  in'  accord¬ 
ance  with  the  following  schedule;  provided, 
however,  that  in  no  event  shall  the  final  con¬ 
tract  profit  exceed _ percent  of  the  con¬ 

tract  target  cost: 


When  the  adjusted  total  contract  cost  is —  The  allowance  for  final  contract  profit  is — 

Equal  to  the  contract  target  cost _  Contract  target  profit. 

Greater  than  contract  target  cost _  Contract  target  profit  less _ percent  of  the 

amount  by  which  the  adjusted  total  contract 
cost  exceeds  the  contract  target  cost. 

Less  than  the  contract  target  cost _  Contract  target  profit  plus _ percent  of  the 

amount  by  which  the  adjusted  total  contract 
cost  is  less  than  the  contract  target  cost. 


(8)  Adjustment  of  payments.  If  the  final 
contract  price,  as  determined  under  para¬ 
graph  (7)  of  this  clause,  is  greater  than  the 
aggregate  of  billing  prices  for  items  subject 
to  price  revision,  as  such  billing  prices  may 
have  been  revised  from  time  to  time,  and 
provided  the  contractor  has  met  the  other  re¬ 
quirements  of  this  contract,  the  contractor 
shall  promptly  be  paid  the  amount  of  such 
excess.  If  such  final  contract  price  is  less 
than  the  aggregate  of  such  billing  prices, 
provisions  shall  be  made  for  prompt  reim¬ 
bursement  by  the  contractor  to  the  Govern¬ 
ment  of  the  amount  of  the  deficiency.  The 
total  amount  so  payable  and  the  method  of 
payment  shall  be  set  forth  in  an  amendment 
to  the  contract. 

(9)  Termination.  In  the  event  this  con¬ 
tract  is  terminated,  in  whole  or  in  part,  set¬ 
tlement  shall  be  made  in  accordance  with  the 
provisions  of  the  clause  hereof  entitled 
“Termination  for  the  Convenience  of  the 
Government”  or  the  provisions  of  the  clause 
hereof  entitled  “Default,”  whichever  is  ap¬ 
plicable,  subject  to  the  following:  (i)  If  this 
contract  is  terminated  in  its  entirety  at  any 
time  prior  to  agreement  upon  revised  prices 
hereunder,  the  Contractor  and  the  contract¬ 


ing  officer  shall  if  the  termination  settlement 
is  to  be  negotiated  on  an  inventory  basis, 
negotiate  to  establish  such  prices  for  com¬ 
pleted  articles  and  services,  the  price  of 
which  was  subject  to  revision  hereunder,  as 
may  be  equitable  under  the  circumstances. 
Failure  to  agree  shall  be  a  dispute  concern¬ 
ing  a  question  of  fact  within  the  meaning  of 
the  clause  of  this  contract  entitled  “Dispute.” 

(ii)  If  this  contract  is  partially  terminated 
the  Contractor  and  the  contracting  officer 
shall  agree  upon  such  revisions  in  the  pro¬ 
visions  of  this  clause,  including  target  price, 
as  may  be  equitable  under  the  circumstances. 
Failure  to  agree  shall  be  a  dispute  concern¬ 
ing  a  question  of  fact  within  the  meaning 
of  the  clause  of  this  contract  entitled 
“Disputes.” 

(10)  Adjustment  of  billing  price.  If  at  any 
time  it  appears  that  the  final  unit  price  will 
be  substantially  greater  or  less  than  the  unit 
prices  at  which  units  under  this  contract  are 
being  billed,  this  contract  may  be  amended 
to  adjust  such  unit  billing  prices.  The 
establishment  of  adjusted  prices  for  billing 
purposes  only  shall  in  no  way  limit  or  affect 
the  price  revision  to  be  computed  in  accord¬ 
ance  with  the  provisions  of  this  clause. 
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(c)  Fixed  price  incentive  clause 
( FPIR)  ( with  target  set  during  course  of 
contract ) . 

Fixed  Price  Incentive  Clause 

(1)  Definitions.  As  used  in  this  clause,  the 
following  terms  shall  have  the  meanings  set 
forth  below: 

(a)  The  term  "billing  price”  means  the 
stated  prices  which  the  contractor  may  re¬ 
ceive  upon  delivery  of  any  articles  or  com¬ 
pletion  Of  services  pending  final  price  re¬ 
vision. 

(b)  The  term  "target  price”  means  any 
price  that  is  subject  to  adjustment  in  accord¬ 
ance  with  the  final  price  revision  provisions 
of  these  price  revision  clauses. 

(c)  The  term  "target  cost”  means  that 
portion  of  any  target  price  which,  at  the  time 
of  negotiation  thereof,  was  deemed  to  be  the 
estimated  cost  of  the  articles  or  services  being 
procured  and  which  will  be  used  as  a  basis 
for  determining  the  amount  of  profit  the 
contractor  will  realize  at  the  time  of  estab¬ 
lishing  the  final  contract  price. 

(d)  The  term  "target  profit”  means  that 
portion  of  any  target  price  agreed  upon  as 
being  a  reasonable  profit  for  furnishing  any 
item  of  articles  or  services  if  such  item  were 
produced  for  a  cost  equal  to  the  target  cost. 

(e)  The  term  “contract  target  price”. means 
the  sum  of  the  target  prices  of  articles  and 
services  being  procured  under  the  terms  of 
the  contract  and  under  change  orders  and 
amendments  thereto. 

(f )  The  term  "contract  target  cost”  means 
the  sum  of  the  target  costs  of  articles  and 
services  being  procured  under  the  terms  of 
the  contract  and  under  change  orders  and 
amendments  thereto. 

(g)  The  term  “contract  target  profit” 
means  the  sum  of  the  target  profits  of  arti¬ 
cles  and  services  being  procured  under  the 
terms  of  the  contract  and  under  change 
orders  and  amendments  thereto. 

(h)  The  term  "adjusted  total  contract 
cost”  means  the  total  cost,  determined  in 
accordance  with  paragraph  (7)  (i)  of  this 
clause,  for  only  those  items  subject  to  final 
price  revision  in  accordance  with  the  pro¬ 
visions  of  this  clause. 

(1)  The  term  “final  contract  price”  means 
the  final  contract  price  for  only  those  items 
subject  to  final  price  revision  in  accordance 
with  the  provisions  of  this  clause. 

(2)  General.  The  prices  of  Items _ 

under  this  contract  are  billing  prices  until 
revised  in  accordance  with  the  provisions  of 

this  clause.  The  prices  of  Items _ are 

fixed  prices  and  not  subject  to  revision  in 
accordance  with  any  of  the  provisions  of  this 
clause. 

(3)  Submission  of  data  for  establishment 

of  target  price.  Within _ days  after  the 

end  of  the  month  in  which  the _ unit  (to 

be  manufactured  hereunder)  or  (to  be  manu¬ 
factured  under  contract _ )  is  (de¬ 

livered)  (shop  completed),  or  at  such  other 
time  as  the  contracting  officer  may  direct,  the 
contractor  shall  forward  to  the  contracting 
officer  (i)  a  statement  of  all  costs,  itemized 
so  far  as  is  practical  in  the  manner  prescribed 
by  DD  Form  633  incurred  to  the  date  of  such 
(delivery)  (shop  completion)  or  such  other 
time  as  directed  by  the  contracting  officer 
under  this  contract  (and  under  the  above 

Contract _ ).  (ii)  an  estimate  of 

costs  to  be  incurred  by  the  Contractor  to 
complete  performance  of  all  work  and  obli¬ 
gations  under  items  subject  to  price  revision, 
and  (iii)  data  to  support  the  accuracy  and 
reliability  of  such  estimate. 

(4)  Submission  of  data  for  final  price  re¬ 
vision.  Within _ days  after  the  end  of 

the  month  in  which  the  contractor  has  de¬ 
livered  the  last  unit  referred  to  in  Item(s) 

_ of  this  contract,  the  contractor  shall 

forward  to  the  contracting  officer  in  such 
form  as  the  contracting  officer  may  reason¬ 
ably  require  (i)  a  statement  of  all  costs 


itemized  so  far  as  is  practical  in  the  manner 
prescribed  by  DD  Form  633  incurred  by  the 
contractor  in  performing  all  work  under  the 
items  of  this  contract  subject  to  price  re¬ 
vision,  and  (ii)  an  estimate  of  costs  of  such 
further  performance,  if  any,  as  may  be  neces¬ 
sary  to  complete  performance  of  all  work  and 
obligations  under  such  items.  The  con¬ 
tractor  may  include  as  a  separate  item  in  the 
statement  of  costs  to  be  submitted  here¬ 
under,  an  amount  to  be  agreed  upon  by  the 
contractor  and  the  contracting  officer  repre¬ 
senting  the  difference  between  (i)  the  cost 
of  materials,  supplies,  and  subassemblies 
purchased  for  but  not  allocated  to  the  per¬ 
formance  of  the  contract  by  the  contractor 
which  may  be  reasonably  expected  to  remain 
on  hand  or  which  are  on  hand  as  surplus 
materials  to  the  conclusion  of  the  contract, 
and  (ii)  the  value  of  such  materials,  supplies 
and  subassemblies  to  the  conclusion  of  the 
contract. 

(5)  Accounting  procedures.  The  contrac¬ 
tor  agrees  to  maintain  books,  records,  docu¬ 
ments,  and  other  evidence  pertaining  to  the 
costs  and  expenses  of  this  contract,  in  accord¬ 
ance  with  generally  accepted  accounting 
principles  and  practices  to  the  extent  and 
in  such  detail  as  is  necessary  for  the  estab¬ 
lishment  of  costs  applicable  to  the  items  of 
this  contract  subject  to  price  revision.  The 
contractor  shall  segregate  the  costs  of  any 
item,  change  or  service,  the  price  of  which  is 
fixed  and  not  subject  to  revision  in  accord¬ 
ance  with  the  provisions  of  this  clause. 

(6)  Certification.  An  officer  or  other  re¬ 
sponsible  official  of  the  contractor  authorized 
by  it  to  do  so,  shall  certify  on  each  statement 
of  costs  forwarded  ro  the  contracting  officer 
in  accordance  with  the  requirements  of  this 
clause,  that  the  incurred  costs  are  based  upon 
the  accounting  records  of  the  contractor,  that 
such  records  have  been  kept  in  accordance 
with  generally  accepted  accounting  prin¬ 
ciples  and  practices  normally  followed  by  the 
contractor,  that  such  incurred  costs  are  cor¬ 
rect  to  the  best  of  his  knowledge  and  belief 
and  that  the  estimate  of  costs  to  complete  is 
considered  reasonable. 

(7)  Establishment  of  target  price.  Items 

_  Upon  submission  of  the  information 

required  by  paragraph  (3)  above,  the  con¬ 
tractor  and  the  contracting  officer  shall 
promptly  negotiate  to  establish  the  target 
costs,  which  when  added  to  a  target  profit 
(see  instructions  in  paragraph  3-404.2  (c) 
(4) )  shall  constitute  the  target  prices.  Such 
target  prices  of  such  items  shall  constitute 
the  revised  billing  prices  and  shall  be  evi¬ 
denced  by  an  amendment  to  this  contract. 
Failure  to  agree  shall  be  a  dispute  concern¬ 
ing  a  question  of  fact  within  the  meaning  of 
the  clause  of  this  contract  entitled  “Dis¬ 
putes.” 

(8)  Items  priced  pursuant  to  established 

provisioning  procedures.  (i)  Item  _ _ 

Spare  Parts.  The  unit  prices  of  spare  parts 
shall  exclude  (include)  the  estimated  cost 
of  engineering  and  tooling  and  shall  be  de¬ 
termined  in  accordance  with _ _  which 

document  is  incorporated  herein  by  refer¬ 
ence.  The  contractor  shall  furnish  with  the 
priced  spare  parts  order  a  detailed  statement 
of  the  method  used  in  pricing  such  order  and 


(10)  Adjustment  of  payments.  If  the  final 
contract  price,  as  determined  under  para¬ 
graph  (9)  of  this  clause,  is  greater  than  the 
aggregate  of  billing  prices  for  items  subject 
to  price  revision,  as  such  billing  prices  may 


separate  cost  breakdowns  of  a  representati 
number  of  major  parts  included  in  the  orcJ6 
If  any  priced  spare  parts  order  is  recehM 
by  the  contracting  officer  from  the  contrar 
tor  prior  to  establishment  of  the  target  pric 

of  Item . the  aggregate  billing  prices  fo! 

spare  parts  set  forth  therein  shall  be  eet&b 
lished  by  negotiation.  Spare  parts  billing 
unit  prices  as  so  established,  need  not  be  re 
calculated  for  the  purpose  of  this  clause* 
however,  the  aggregate  target  price  for  spare 

parts  Item - shall  be  subject  to  revision 

in  accordance  with  the  provisions  of  this 
clause.  In  the  event  that  billing  prices  for 
such  spare  parts  orders  have  been  so  estab¬ 
lished  prior  to  the  establishment  of  the  tar¬ 
get  prices,  the  aggregate  target  prices  fa 
spare  parts  under  such  order  or  orders  shall 
be  established  by  negotiation  at  the  same 
time  and  in  the  same  manner  as  for  Items 

.  Spare  parts  unit  prices  as  so  estab- 

lished,  need  not  be  recalculated  for  the 
purposes  of  this  clause;  however,  the  ae- 
gregate  target  price  for  spare  parts  Item 
shall  be  subject  to  revision  in  accordance 
with  the  provisions  of  this  clause,  if  any 
priced  spare  parts  order  is  received  by  the 
contracting  officer  from  the  contractor  sub- 
sequent  to  the  establishment  of  the  target 

prices  of  Items _ _  the  target  prices  lor 

spare  parts  thereunder  shall  be  similarly 
established  by  negotiation.  The  target  prices 
established  pursuant  to  this  paragraph  shall 
be  added  to  the  contract  by  amendment 
which  shall  indicate  the  effect  on  the  con¬ 
tract  target  price,  target  profit,  and  ceiling, 
(ii)  Item _ _ _ 


(Other  items)  (Any  special  provisions 
applicable) 

(9)  Final  price  revision.  Upon  submission 
of  the  information  required  by  paragraph  (4) 
above,  the  contractor  and  the  contracting 
officer  shall  promptly  establish  a  final  con¬ 
tract  price  for  the  items  subject  to  revision 
in  accordance  with  the  provisions  of  this 
clause  in  the  following  manner:  (i)  On  the 
basis  of  the  information  required  by  para¬ 
graph  (4)  above,  together  with  the  results  of 
such  other  investigation,  as  the  contracting 
officer  may  deem  appropriate,  there  shall  be 
established  by  negotiation  the  adjusted  total 
contract  cost,  excluding  the  actual  cost  in¬ 
curred  to  date  of  any  item  or  service  that  has 
been  established  on  a  fixed-price  basis  and 
the  estimated  completion  cost  thereof.  Fail¬ 
ure  to  agree  shall  constitute  a  question  of 
fact  within  the  meaning  of  the  clause  of  this 
contract  entitled  “Disputes.”  (ii)  The  final 
contract  price  of  such  items  shall  be  estab¬ 
lished  by  adding  to  the  adjusted  total  con¬ 
tract  cost,  as  negotiated  under  paragraph  (i) 
above,  an  allowance  for  profit  determined  in 
accordance  with  the  instructions  set  forth  in 
paragraph  (iii)  below;  provided,  however, 
that  in  no  event  shall  the  final  contract  price 

exceed _ percent  of  the  contract  target  cost. 

(iii)  The  allowance  for  profit  with  respect  to 
such  items  shall  be  determined  by  adding  to 
or  deducting  from  the  contract  target  profit 
an  amount  to  be  determined  in  accordance 
with  the  following  schedule;  provided,  how¬ 
ever,  that  in  no  event  shall  the  final  con¬ 
tract  profit  exceed _ percent  of  the  contract 

target  cost: 


have  been  revised  from  time  to  time,  and 
provided  the  contractor  has  met  the  other 
requirements  of  this  contract,  the  contractor 
shall  promptly  be  paid  the  amount  of  such 
excess.  If  such  final  contract  price  is  less 


When  the  adjusted  contract  total  is —  The  allowance  for  final  contract  profit  is— 

Equal  to  the  contract  target  cost _  Contract  target  profit. 

Greater  than  the  contract  target  cost-  Contract  target  profit  less _ percent  of  the 

amount  by  which  the  adjusted  total  contract 
cost  exceeds  the  contract  target  cost. 

Less  than  the  contract  target  cost _  Contract  target  profit  plus _ percent  of  the. 

amount  by  which  the  adjusted  total  contract 
cost  is  less  than  the  contract  target  cost. 
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tbe  aggregate  of  such  billing  prices,  pro- 
tW"\  8han  be  made  for  prompt  reimburse- 
^  °t  hv  the  contractor  to  the  Government 
Tthe  amount  of  the  deficiency.  The  total 
01  “  t  go  payable  and  the  method  of  pay- 
^nt  shall  be  set  forth  in  an  amendment  to 

ill)  Termination.  In  the  event  this  con¬ 
tract  is  terminated,  in  whole  or  in  part,  set- 
ti  ment  shall  be  made  in  accordance  with  the 
revisions  of  the  clause  hereof  entitled  “Ter- 
lnation  for  the  Convenience  of  the  Govern- 
or  the  provisions  of  the  clause  hereof 
®  titled  “Default,”  whichever  is  applicable, 
lublect  to  the  following:  (i)  If  this  contract 
u  terminated  in  its  entirety  at  any  time  prior 
to  agreement  upon  revised  prices  hereunder, 
toe  contractor  and  the  contracting  officer 
ghall  if  termination  settlement  is  to  be  ne¬ 
gotiated  on  an  inventory  basis,  negotiate  to 
Mtablish  such  prices  for  completed  articles 
or  services,  the  price  of  which  was  subject 
to  revision  hereunder,  as  may  be  equitable 
under  the  circumstances.  Failure  to  agree 
ghall  be  a  dispute  concerning  a  question  of 
fact  within  the  meaning  of  the  clause  of 
this  contract  entitled  “Disputes.”  (ii)  If 
this  contract  is  partially  terminated  the  con¬ 
tractor  and  the  contracting  officer  shall  agree 
upon  such  revisions  in  the  provisions  of  this 
dause,  including  target  prices,  as  may  be 
equitable  under  the  circumstances.  Failure 
to  agree  shall  be  a  dispute  concerning  a  ques¬ 
tion  of  fact  within  the  meaning  of  the  clause 
of  this  contract  entitled  “Disputes.” 

(12)  Adjustment  of  billing  price.  If  at 
any  time  it  appears  that  the  final  unit  prices 
will  be  substantially  greater  or  less  than  the 
unit  prices  at  which  units  under  this  con¬ 
tract  are  being  billed,  this  contract  may  be 
amended  to  adjust  such  unit  billing  prices. 
The  establishment  of  adjusted  prices  for  bill¬ 
ing  purposes  only  shall  in  no  way  limit  or 
affect  the  price  revision  to  be  computed  in 
accordance  with  the  provisions  of  this  clause. 

§  1003.404-3  Cost-plus-incentive-fee 
contracts  ( CP1F ) — (a)  Description.  The 
cost-plus-incentive-fee-type  contract  is 
a  cost-reimbursement  contract  with  a 
provision  for  adjustment  of  fee  by  for¬ 
mula  in  accordance  with  the  relationship 
which  “actual,”  or  reimbursable  costs 
bear  to  “target”  or  estimated  costs. 
Under  this  type  contract  there  is  negoti¬ 
ated  initially  a  target  cost,  a  target  fee,  a 
minimum  and  maximum  fee,  and  a  fee 
adjustment  formula.  After  perform¬ 
ance  of  the  contract,  the  final  fee  pay¬ 
able  to  the  contractor  is  determined  in 
accordance  with  the  formula.  The  for¬ 
mula  provides,  within  limits,  for  in¬ 
creases  in  fee  above  target  fee  when 
actual  costs  are  less  than  target  costs, 
and  decreases  in  fee  below  target  fee 
when  actual  costs  exceed  target  costs. 
This  provision  for  increase  or  decrease  in 
fee  payment  provides  a  tangible  incen¬ 
tive  for  efficiency  in  performance,  par¬ 
ticularly  as  distinguished  from  the 
straight  cost-plus-fixed-fee  (CPFF)  con¬ 
tract  wherein  the  fee  is  not  affected  by 
the  extent  of  costs  incurred. 

(b)  Conditions  for  use.  (1)  This  type 
of  contract  will  be  used  only  within  the 
Directorate  of  Procurement  and  Produc¬ 
tion,  Headquarters  AMC.  Use  by  any 
other  procurement  activity  of  the  Air 
Force  will  constitute  a  deviation. 

<2)  This  type  will  not  be  used  unless  it 
is  first  determined  that  no  appropriate 
type  of  fixed-price  contract  (including 
^determinable  and  incentive  forms)  will 
be  satisfactory  and  (i)  a  cost-reimburse¬ 
ment  type  contract  is  preferable,  and  (ii) 
the  use  of  the  provision  for  incentive 


revision  of  fee  may  be  expected  to  reduce 
the  ultimate  cost  of  the  procurement. 

(3)  This  type  contract  will  be  used 
only  in  production  contracts.  It  may  be 
appropriate  for  use  when  the  procure¬ 
ment  of  supplies  involves  a  reasonably 
long  production  run,  and  the  contract  is 
being  let  at  a  time  when  there  is  an  ex¬ 
pectation  that  there  will  be  a  substantial 
amount  of  development  work. 

(4)  Estimated  target  costs  should  be 
reasonably  close  under  the  circum¬ 
stances.  Inflated  or  unrealistically  low 
estimates  may  enhance  or  impair  the  in¬ 
centive  fee  provision  of  the  contract 
without  relation  to  economy  in  perform¬ 
ance.  This  incentive  revision  of  fee 
clause  should  be  used  only  when  the  tar¬ 
get  is  realistic  and  contains  no  significant 
amount  of  contingencies. 

(5)  Negotiations  for  the  establishment 
of  target  costs  should  be  conducted  in 
accordance  with  existing  cost  principles. 

(6)  Each  contract  which  includes  the 
revision  of  fee  clause  will  be  supported  by 
determinations  and  findings.  Normally 
the  decision  to  use  the  incentive  revision 
of  fee  clause  will  not  be  made  until  nego¬ 
tiations  have  progressed  to  a  point  where 
the  contracting  officer  can  determine 
that  such  form  of  contract  is  feasible. 
If  a  determinations  and  findings  to  uti¬ 
lize  a  CPFF  contract  has  been  made  prior 
to  the  decision  to  incorporate  an  incen¬ 
tive  revision  of  fee  clause,  a  second  deter¬ 
minations  and  findings  covering  the  in¬ 
centive  factor  must  be  made. 

(c)  CPIF  clause  ( incentive  revision  of 
fee). 

CPIF  Clause 

(1)  General.  In  order  to  foster  economy 
by  providing  a  tangible  reward  therefor,  it  is 
agreed  that  the  fee  established  in  the  sched¬ 
ule  shall  be  subject  to  adjustment  in  ac¬ 
cordance  with  the  provisions  of  this  clause. 
The  following  definitions  apply: 

“Target  cost”  means  the  negotiated  es¬ 
timated  cost  of  each  item  under  this  con¬ 
tract,  as  amended. 

“Target  fee”  means  the  negotiated  fee  for 
each  item  under  this  contract,  as  amended, 
assuming  such  item  were  produced  for  a 
cost  equal  to  the  target  cost. 

(2)  Target  and  tentative  target  items. 
The  estimated  cost  and  fee  set  forth  opposite 
items  (Note  1)  are  the  target  cost  and  target 
fee  for  each  item.  The  estimated  cost  and 
fee  set  forth  opposite  items  (Note  2)  repre¬ 
sent  only  an  allocation  of  funds  to  be  utilized 
to  establish  the  target  cost  and  target  fee 
for  such  items  by  negotiation  in  accordance 
with  established  provisioning  procedures  or 
as  otherwise  set  forth  elsewhere  in  the  con¬ 
tract,  which  negotiations  shall  be  evidenced 
by  a  supplemental  agreement  hereto. 

(3)  Submission  of  data.  Within  90  days 
after  the  end  of  the  month  in  which  the  last 
u\iit  referred  to  in  item  (Note  3)  of  this 
contract  is  delivered,  or  at  such  later  date 
as  may  be  approved  by  the  contracting  of¬ 
ficer,  the  contractor  shall  forward  to  the 
contracting  officer  (i)  a  detailed  statement 
of  all  reimbursable  costs  determined  in  ac¬ 
cordance  with  the  terms  of  this  contract  to 
such  time,  and  (ii)  a  detailed  estimate  of  re¬ 
imbursable  costs  of  such  further  perform¬ 
ance,  if  any,  as  may  be  necessary  to  complete 
performance  of  all  work  and  obligations 
under  this  contract.  This  statement  and 
estimate  shall  be  prepared  in  such  form 
that,  to  the  extent  possible,  they  will  dis¬ 
close  the  approximate  unit  cost  by  cost  ele¬ 
ments  of  the  various  items  on  contract. 

(4)  Final  determination  of  fee.  Upon  sub¬ 
mission  of  the  information  required  by  para¬ 


graph  (3)  above,  the  contractor  and  the 
contracting  officer  shall  negotiate  promptly 
to  establish  the  final  contract  fee  as  follows : 

(i)  The  parties  shall  agree  to  a  total  con¬ 
tract  cost  to  be  utilized  in  determination  of 
the  final  fee  by  adding  to  the  reimbursable 
costs  in  paragraph  (3)  (i)  above,  the  esti¬ 
mated  cost,  if  any,  in  paragraph  (3)  (ii)  de¬ 
termined,  by  negotiation  by  the  parties,  to  be 
necessary  for  completion  of  performance  in 
this  contract. 

(ii)  The  final  fee  for  the  performance  of 
this  contract  shall  be  the  aggregate  of  all 
target  fees  Increased  or  decreased  as  follows: 

The  said  sum  shall  be  Increased  by  (Note 
4)  cents  for  every  dollar  by  which  the  total 
contract  cost  as  determined  in  (4)  (i)  is 
less  than  the  sum  of  the  target  costs;  and 
the  said  sum  shall  be  reduced  by  (Note  4) 
cents  for  -every  dollar  by  which  the  total 
contract  cost  as  determined  in  (4)  (i)  exceeds 
the  sum  of  the  target  costs.  In  no  event  shall 
the  final  fee  be  greater  than  (Note  5)  per¬ 
cent  nor  less  than  (Note  5)  percent  of  the 
sum  of  the  target  costs. 

(5)  Finalization.  The  final  contract  fee 
shall  be  evidenced  by  a  supplemental  agree¬ 
ment  hereto.  Upon  execution  of  such  sup¬ 
plemental  agreement,  contractor  shall 
promptly  reimburse  the  Government  for  ex¬ 
cess  fee  payments  theretofore  made,  if  any; 
or  the  Government  shall  pay  to  the  contrac¬ 
tor  the  balance  of  fee  due  him,  if  any,  subject 
to  the  release  provisions  of  the  contract. 

Note  1.  Insert  items  for  which  target  costs 
and  target  fees  have  been  negotiated.  . 

Note.  2.  Insert  items,  such  as  spare  parts, 
for  which  target  costs  and  target  fees  will  be 
negotiated  after  the  contract  is  executed. 

Note.  3.  Insert  item  number  of  some  major 
contract  items  (usually  item  1 — the  basic 
articles). 

Note.  4.  Insert  the  contractor’s  participa¬ 
tion,  both  blanks  should  normally  contain 
the  same  figure.  Under  some  circumstances, 
it  may  be  appropriate  to  use  a  sliding  scale; 
for  example,  0.01  cent  for  the  first  $100  of 
increased  or  decreased  cost,  0.02  cent  for  the 
second  $100,  etc.  Under  such  a  philosophy 
the  participation  factor  will  be  on  an  in¬ 
creasing  scale  for  each  increment,  never  on  a 
decreasing  scale,  and  the  paragraph  will 
necessarily  have  to  be  tailored  to  fit  the 
negotiations. 

Note.  5.  Insert  the  “ceiling”  and  “floor"  on 
fee.  The  target  fee  and  ceiling  percentages 
are  subject  to  ASPR  3-406.2.  The  floor  and 
ceiling  should  normally  be  equidistant  from 
the  target  percentage  of  fee. 

§  1003.405  Cost  contract.  There  are 
two  major  types  of  cost  contracts;  the 
cost  reimbursement  (CR),  and  the  cost 
sharing  type  (CS) . 

§  1003.405-2  Cost  reimbursement  con¬ 
tract  (.CR) .  Description:  This  type  of 
contract  provides  reimbursement  to  the 
contractor  for  “allowable  costs”  incurred 
in  performance  of  the  contract.  This 
type  of  contract  establishes  a  total  esti¬ 
mated  cost  to  serve  as  a  basis  for  obligat¬ 
ing  current  funds  and  establishing  a  ceil¬ 
ing  beyond  which  the  contractor  cannot 
incur  costs  (except  at  his  own  expense) 
without  the  prior  approval  of  the  con¬ 
tracting  officer.  Under  this  form  of  con¬ 
tract  the  Government  assumes  full  risk 
for  allowable  costs.  There  is  no  “fee”  or 
“profit”  allowance  under  this  type  of 
contract. 

§  1003.405-3  Cost  sharing  contract 
(CS).  Under  this  type  of  contract,  the 
contractor  is  not  reimbursed  for  all  of 
the  allowable  costs  incurred  in  perform¬ 
ance  (as  he  is  in  the  cost  reimbursement 
type)  but  assumes  a  portion  of  the  cost 
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himself  predetermined  by  negotiation. 
This  contract  provides  therefore  that  the 
contractor  will  assume  an  agreed  upon 
percentage  of  the  allowable  costs.  Its 
use  is  particularly  appropriate  in  re¬ 
search  and  development  procurements 
where  the  contractor  stands  to  benefit 
substantially  from  subsequent  Govern¬ 
ment  supply  contracts,  or  profitable  com¬ 
mercial  applications. 

§  1003.406  Cost-plus-a-fixed-fee  con¬ 
tract — (a)  Description.  (1)  This  type  of 
contract  is  the  same  as  the  cost  reim¬ 
bursement  type,  except  that  it  provides 
for  the  payment  of  a  fixed,  or  predeter¬ 
mined  fee.  There  is  no  guarantee  that 
the  work  can  or  will  be  accomplished 
within  the  initially  estimated  costs.  The 
fixed  fee  cannot  be  adjusted  for  estimat¬ 
ing  inaccuracies,  but  only  in  event  of  a 
change  in  the  original  scope  of  the  work. 

(2)  An  “estimated  cost”  is  established 
In  this  contract  for  the  work  specified. 
This  estimated  cost  serves  as  a  basis  for 
the  establishment  of  fee  limitations  and 
for  the  obligation  of  funds.  It  serves  also 
as  a  maximum  amount  beyond  which  the 
contractor  cannot  legally  commit  the 
Government  to  further  expenditure  of 
funds  without  the  prior  approval  of  the 
contracting  officer.  If  at  any  time  during 
performance,  the  contractor  has  reason 
to  believe  that  costs  will  exceed  85  per¬ 
cent  of  the  estimated  costs,  or  that  the 
total  costs,  exclusive  of  fee,  will  be  sub¬ 
stantially  greater  or  less  than  the  esti¬ 
mated  costs  he  is  obliged  to  so  advise  the 
contracting  officer  giving  a  revised  esti¬ 
mate  for  performance  of  the  contract.  In 
event  additional  funds  are  necessary  to 
complete  the  work  the  Government  may 
decide,  upon  a  review  of  the  status  of 
work;  to  (i)  add  the  additional  money,  or 
(ii)  terminate  the  work. 

(3)  Under  this  type  of  contract  the 
Government  assumes  full  risk  for  allow¬ 
able  costs  incurred  in  connection  with 
performance.  The  main  risk  a  contrac¬ 
tor  faces  (particularly  one  unfamiliar 
with  this  type  of  contract) ,  is  the  possi¬ 
bility  of  cost  disallowances  in  current 
audit  by  cognizant  military  audit  agency, 
or  in  post  audit  by  the  General  Account¬ 
ing  Office.  Experience  considerably  min¬ 
imizes  this  possibility. 

§  1003.406-2  Limitation  on  fixed  fee. 
In  no  case  will  the  fixed  fee  exceed  the 
percentages  of  estimated  cost  authorized 
by  section  4  (b).  Public  Law  413,  80th 
Congress  (62  Stat.  23;  41  USC  153),  and 
only  in  the  most  unusual  circumstances 
will  authority  be  granted  to  exceed  the 
percentages  set  forth  in  §  3.406-2  of  this 
title. 

§  1003.407  Time  and  materials  con¬ 
tract  (T-M).  Description:  This  type  of 
contract  provides  for  reimbursement  of 
material  costs  on  an  actual  basis,  and 
direct  labor  (including  overhead  and 
profit)  at  a  predetermined  rate,  based 
on  the  number  of  direct  labor  hours  ex¬ 
pended  on  the  contract. 

§  1003.408  Letter  contract  or  letter  of 
intent — (a)  Conditions  and  limitations. 

(1)  Letter  contracts  may  be  used  only 
when  one  of  the  conditions  set  forth  in 
§  3.408  of  this  title  exists. 

(2)  Each  letter  contract  will  provide 
that  the  resulting  definitive  contract 


contain  all  required  standard  clauses  in 
addition  to  such  optional  standard 
clauses  necessary  to  protect  fully  the 
interest  of  the  Government. 

(3)  Letters  of  intent  are  not  author¬ 
ized  for  use  within  the  Air  Force. 

§  1003.409  Other  types  of  contracts. 

§  1003.409-1  Basic  agreement  (.BA). 
A  basic  agreement  is  a  written  instru¬ 
ment  entered  into  by  mutual  under¬ 
standing  and  signed  by  authorized  rep¬ 
resentatives  of  the  contractor  and  the 
Government,  that  establishes  standard 
terms  and  conditions  which  are  to  apply 
to  any  negotiated  contracts  of  a  specific 
type  which  may  be  executed  by  the  two 
parties  during  the  life  of  the  basic  agree¬ 
ment. 

§  1003.409-2  Indefinite  quantity  and 
delivery  contract — (a)  Call  contracts 
<  CC) .  Call  contracts  do  not  obligate  the 
Government  to  call  for  any  supplies  or 
services  but  do  contain  detailed  descrip¬ 
tions  and  prices  of  the  supplies  or  serv¬ 
ices  which  the  Government  may  call  for 
during  a  specified  period  of  time.  Prices 
will  be  established  therein  on  a  fixed- 
price  basis. 

(b)  Open  contracts  (OC) .  Open  con¬ 
tracts  do  not  obligate  the  Government 
to  order  any  supplies  or  services  but  do 
contain  either  general  or  detailed  de¬ 
scriptions  of  the  supplies  or  services 
which  the  Government  may  order  during 
a  specified  period  of  time.  No  prices  are 
contained  in  the  contract,  but  provision 
is  made  for  the  method  by  which  pricing 
is  to  be  effected. 

(c)  Requirements  contracts  (RC) .  In 
contrast  to  call  and  open  contracts,  re¬ 
quirements  contracts  do  obligate  the 
Government  to  order  supplies  or  serv¬ 
ices  from  the  contractor  if  a  require¬ 
ment  for  the  supplies  or  services  is  found 
to  exist  at  the  issuing  installation  during 
a  specified  period  of  time. 

SUBPART  E— ADVANCE  PAYMENTS 

§  1003.501  Nature  of  advance  pay¬ 
ments.  (a)  AF  policy  is  to  require  con¬ 
tractors  furnishing  supplies  or  services  to 
be  able  to  perform  the  contract  with 
their  own  funds  or  with  private  financial 
assistance  with  or  without  Government 
guarantee.  In  negotiated  procurements, 
Government  assistance  may  be  granted 
contractors  by  providing  for  expeditious 
reimbursements  to  contractors  for  proper 
expenditures  under  cost  and  cost-reim- 
bursement-type  contracts  and  by  the  use 
of  progress  payments  in  connection  with 
fixed-price  contracts.  The  benefits  of 
Government  assistance  to  the  contractor 
will  be  reflected  in  the  negotiations  of 
any  particular  procurement. 

(b)  Exceptions  to  the  above  policy  may 
be  made  ir  such  instances  in  negotiated 
procurements  where  the  contractor  is 
particularly  adapted  in  the  supplying  of 
the  items  or  services  to  be  procured  but 
whose  capital  is  limited  and  where  com¬ 
mercial  or  private  financing  is  unobtain¬ 
able.  In  such  cases,  consideration  will  be 
given  to  the  use  of  Government  financing 
by  way  of  advance  payments  under  such 
terms  and  conditions  as  the  Assistant 
Secretary  of  the  Air  Force  (Manage¬ 
ment)  may  prescribe. 


§  1003.502  Authority  to  make  advan » 
payments.  Requests  for  authority  tn 
make  advance  payments  (original  and 
eight  copies)  in  each  instance  willhe 
submitted  through  the  Commander 
AMC,  or  the  Commander,  ARDC,  (a*  iS 
propriate)  to  the  Director  of  Procure 
ment  and  Production,  Hq  USAF,  who  win 
obtain  the  coordination  of  the  Director 
of  Finance  and  forward  to  the  Assistant 
Secretary  for  approval  or  disapproval 
Requests  for  approval  of  advance  pay. 
ments  may  be  presented  before  or  after 
awarding  of  contract.  The  requests  will 
contain  or  be  accompanied  by: 

(a)  A  statement  that  no  other  means 
of  adequate  financing  is  available  to  the 
contractor.  (This  will  not  be  required  in 
connection  with  nonprofit,  research  and 
development  contracts  with  educational 
institutions.) 

(b)  A  statement  that  no  other  con- 
tractors  which  do  not  require  advance 
payments  are  available  to  furnish  the 
desired  supplies  or  services. 

(c)  Detailed  information  as  to  pro- 
posed  security  and  expression  of  opinion 
as  to  the  adequacy  thereof.  A  recom¬ 
mendation  whether  advance  payment 
bonds  should  be  required  will  also  be 
submitted. 

(d)  Information  as  to  the  general 
character  and  responsibility  of  the  con¬ 
tractor  as  well  as  comments  as  to  tech¬ 
nical  ability  to  perform  the  contract. 

§  1003.504  Security  provisions,  (a) 
Advance  payments  will  be  authorized 
only  when  adequate  security  is  furnished 
by  the  contractor. 

(b)  In  connection  with  the  depository 
bank  provisions,  the  contractor  will  ob¬ 
tain,  execute,  and  transmit  to  the  Com¬ 
mander,  AMC,  or  the  Commander,  ARDC 
(as  appropriate)  copies  of  an  agreement 
executed  by  each  bank  in  which  a  special 
bank  account  is  established. 

§  1003.505  Interest  on  advance  pay¬ 
ments.  Interest  on  advance  payments 
will  be  charged  according  to  the  policy 
stated  in  §  3.505  of  this  title  and  will  be 
computed  according  to  the  procedure 
stated  in  the  contract  clause. 

§  1003.550  Definitions.  The  defini¬ 
tions  listed  in  this  section  are  set  forth 
as  they  apply  to  advance  payments. 

(a)  “Special  bank  account”  means  a 
restricted  bank  account  opened  in  the 
name  of  the  contractor  and  earmarked 
“special.” 

(b)  “Subcontractor”  means  a  con¬ 
tractor  or  vendor  who  performs  work  for, 
or  furnishes  material,  supplies,  or  equip¬ 
ment  to  a  prime  contractor. 

(c)  “Financial  Branch”  means  the 
Financial  Branch  (MCPZF),  Hq  AMC, 
or  the  Financial  Section  (RDSKC),  Hq 
ARDC,  where  appropriate. 

§  1003.552  Payment  of  advance  pay¬ 
ment  moneys  to  contractor.  Actual  ad¬ 
vance  payments  to  the  contractor  will  he 
approved  by  contracting  officers  in  the 
Financial  Branch,  who  are  authorized  to 
approve  such  payments.  Payments  so 
approved  will  be  immediately  deposited 
by  the  contractor  in  his  special  advance 
payment  account  and  will  be  in  amounts 
sufficient  to  satisfy  the  requirements  of 
the  contractor  during  a  limited  period. 
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.  1003353  Submission  of  contractor’s 
*  si  for  payment  of  advance  moneys 
T do  the  special  bank  account,  (a)  Re- 
for  advance  payments  will  be  sub¬ 
mitted  periodically  to  the  Financial 
rLjjch.  Such  requests  will  be  accom- 
Lnied  by  a  schedule  of  the  contractor’s 
^requirement  during  the  ensuing  pe- 
S covered  by  the  contract.  The  con¬ 
tractor  will  be  advised  that  his  initial 
request  for  advance  payments  authorized 
under  a  contract  and  supporting  sched¬ 
ule  must  be  submitted  in  triplicate,  to¬ 
gether  with  a  Standard  Form  1034,  “Pub- 
Bc  Voucher  for  Purchases  and  Service 
Other  Than  Personal,”  in  sextuplicate 
duly  signed  by  the  contractor.  It  will  be 
routed  directly  to  the  Financial  Branch 
with  a  statement  by  the  contractor  that 
the  estimates  contained  in  the  request 
and  supporting  statement  are  reasonable, 
uccurate  and  payment  is  necessary 

(b)  All  subsequent  Standard  Form 
1034  requests  for  payment  of  advance 
payments  wil  be  prepared  in  sextuplicate 
and  routed  through  the  administrative 
contracting  officer  who  will  add  his  com¬ 
ments  and  recommendations  and  for¬ 
ward  them  to  the  Financial  Branch. 


drawals  submitted  by  the  contractor; 
however,  the  contractor  will  be  charged 
the  full  amount  requested. 

(f)  In  the  event  of  the  termination  of 
the  Government  contract,  the  adminis¬ 
trative  contracting  officer  will  determine 
whether  the  unliquidated  balance  of  ad¬ 
vance  payments  exceeds  the  total 
amount  to  be  paid  under  the  contract, 
including  the  contractor’s  own  termina¬ 
tion  charges  and  termination  charges  of 
subcontractors. 

(1)  If  the  unliquidated  balance  of  ad¬ 
vance  payments  does  not  exceed  the  total 
amount  to  be  paid  under  the  contract, 
including  termination  charges,  the  ad¬ 
ministrative  contracting  officer  will  per¬ 
mit  withdrawal  as  provided  for  in  the 
contract  and  according  to  this  sub¬ 
chapter. 

(2)  If  the  administrative  contracting 
officer  determines  that  the  unliquidated 
balance  of  advance  payments  exceeds  the 
total  amount  to  be  paid  under  the  con¬ 
tract,  including  the  contractor’s  own 
termination  charges  and  those  of  sub¬ 
contractors,  he  will  so  advise  the 
Financial  Branch. 
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prime  contractor  or  subcontractor  is 
such  that  supervision  of  withdrawals 
from  the  subcontractors  subspecial  bank 
account  is  desirable,  he  will  notify  the 
Financial  Branch,  through  channels,  and 
will  not  authorize  the  subadvance  until 
clearance  has  been  obtained. 

(e)  Administrative  contracting  officers 
will  be  designated  to  supervise  the  sub¬ 
special  accounts  of  subcontractors  where 
the  subcontract  or  purchase  order  in 
question  requires  such  supervision,  and 
will  permit  withdrawals  from  such  sub¬ 
special  account  according  to  the  princi¬ 
ples  in  §  1003.555  for  withdrawals  by 
prime  contractors  from  their  special 
accounts. 

(f)  Approval  for  the  making  of  sub¬ 
advances  by  a  prime  contractor  to  a  sub¬ 
contractor  or  for  the  withdrawal  by  a 
subcontractor  of  advance  payments  from 
its  subspecial  account  does  not  constitute 
a  waiver  or  release  of  the  liability  of  the 
prime  contractor  to  the  Government  for 
the  advance  payments  involved. 


1 1003.555  Supervisory  duties  in  con¬ 
nection  with  withdrawals  from  special 
bank  accounts.  The  duties  of  the 
administrative  contracting  officer  in  con¬ 
nection  with  the  supervision  of  with¬ 
drawals  from  special  accounts  are  as 
follows: 

(a)  All  checks  effecting  withdrawls 
from  advance  payment  accounts  will  be 
countersigned  by  the  administrative  con¬ 
tracting  officer. 

(b)  The  administrative  contracting 
officer  will  notify  the  depository  bank  in 
writing  that  all  withdrawals  will  be  sub¬ 
ject  to  countersignature  and  will  place 
with  the  bank,  specimens  of  his  sig¬ 
nature,  with  a  request  that  they  be 
acknowledged. 

(c)  The  administrative  contracting 
officer  will  notify  the  contractor  of  the 
procedure  to  be  followed  in  effecting 
withdrawals  from  the  advance-payment 
account. 

(d)  The  contractor  may  withdraw 
funds  for  anticipated  each  requirements 
or  for  expenditures  already  made  or  ob¬ 
ligations  already  incurred  in  connection 
with  performance  of  the  contract.  An¬ 
ticipated  requirements  should  be  for  the 
shortest  practicable  period,  and  will  be 
supported  by  a  statement  showing  in 
detail  the  proposed  use  of  the  funds.  If 
the  requested  withdrawal  is  for  expen¬ 
ditures  already  made  or  obligations 
already  incurred,  supporting  data  satis¬ 
factory  to  the  administrative  contracting 
officer  will  be  submitted  by  the  contrac¬ 
tor.  Such  statements  and  data  will  be 
retained  by  the  administrative  contract¬ 
ing  officer  in  his  files. 

te)  If,  after  expenditure  of  the  advance 
payment  funds,  it  is  determined  that  the 
funds  were  expended  for  an  improper 
Purpose,  demand  will  be  made  on  the 
contractor  to  redeposit  in  the  special 
Meount  the  amount  so  expended.  If  the 
*®ount  is  not  restored  to  the  special 
account  within  a  period  specified  by  the 
administrative  contracting  officer,  it  will 
o*  recovered  by  deducting  the  amount 
rom  the  next  requisition  for  with- 


§  1003.556  Withdrawals  for  purpose 
of  making  subadvances  to  subcontrac¬ 
tors.  (a)  Withdrawals  for  the  purpose 
of  making  subadvances  to  subcontractors 
are  included  in  the  amounts  which  may 
be  advanced  under  §  1003.555  (d)  if  the 
contract  involved  provides  for  such  sub¬ 
advances,  and  may  be  approved  by  the 
administrative  contracting  officer  if  the 
subcontractor  has  been  approved  by  the 
administrative  contracting  officer  as  a 
source  for  the  placement  of  business  by 
the  prime  contractor.  Withdrawals  from 
special  accounts  for  the  purpose  of  mak¬ 
ing  subadvances  are  subject  to  the  rules 
in  §  1003.555. 

(b)  Unless  other  security  is  furnished, 
the  subcontract  or  purchase  order  must 
contain,  as  security  for  the  repayment  of 
the  subadvances,  covenants,  expressly 
made  for  the  benefit  of  the  Government, 
providing  for  a  subspecial  account  with 
Government  lien  thereon  and  for  a  Gov¬ 
ernment  lien  on  property  purchased  with 
funds  advanced  under  such  subcontract 
or  purchase  order,  and  must  impose  upon 
the  subcontractor  substantially  the  same 
obligations  as  are  provided  in  the  prime 
contract  in  connection  with  the  contrac¬ 
tor’s  advance  payments. 

(c)  If  the  prime  contractor  arranges 
for  the  subcontractor  to  furnish  other  se¬ 
curity  rather  than  providing  in  the  sub¬ 
contract  or  purchase  order  involved  for  a 
subspecial  account,  the  administrative 
contracting  officer  will  not  undertake  to 
determine  whether  such  security  is  ade¬ 
quate.  However,  if  the  administrative 
contracting  officer  is  of  the  opinion  that 
the  prime  contractor’s  financial  position 
is  such  that  the  Government  is  not  as¬ 
sured  that  he  will  be  able -to  repay 
amounts  advanced,  the  administrative 
contracting  officer  will  bring  the  matter 
to  the  attention  of  the  Financial  Branch, 
through  channels. 

(d)  Normally,  withdrawals  from  sub¬ 
special  accounts  will  not  require  counter- 
signature  by  the  administrative  con¬ 
tracting  officer.  However,  whenever  the 
administrative  contracting  officer  be¬ 
lieves  that  the  financial  condition  of  the 


§  1003.558  Change  in  contractor’s 
ability  to  perform  contract.  Since  the 
amount  and  nature  of  the  security  for 
advance  payments  is  determined  in  the 
Financial  Branch,  the  administrative 
contracting  officer  will  notify  the  Finan¬ 
cial  Branch  of  any  change  in  the  con¬ 
tractor’s  technical  or  financial  ability  to 
perform  the  contract  which  may  come  to 
his  attention  and  send  a  copy  of  his  letter 
to  the  buyer. 


§  1003.559  Use  of  advance  payments 
under  terminated  contracts,  (a)  All  AF 
offices  having  cognizance  of  contract  ter¬ 
mination  matters  (i.  e.,  the  Readjust¬ 
ment  Division,  Hq  AMC)  will  notify  ad¬ 
ministrative  contracting  officers 
promptly  of  each  partial  or  total  termi¬ 
nation  of  a  contract  under  which  ad¬ 
vance  payments  are  outstanding,  so  ad¬ 
ministrative  contracting  officers  may  be 
fully  informed  in  connection  with  any 
further  withdrawals.  Withdrawals  from 
special  advance-payment  bank  accounts 
under  contracts  terminated  for  contrac¬ 
tor’s  default  will  be  stopped  immediately. 

(b)  Where  a  contract  has  been  ter¬ 
minated  for  the  convenience  of  the  Gov¬ 
ernment,  the  administrative  contracting 
officer  may  continue  after  the  termina¬ 
tion  to  exercise  supervision  over  advance- 
payment  accounts  or  such  responsibility 
may  be  assigned  to  the  termination  con¬ 
tracting  officer.  If  the  administrative 
contracting  officer  is  other  than  the  ter¬ 
mination  contracting  officer,  the  former 
wifi  maintain  close  coordination  with  the 
latter  and  will  furnish  whatever  infor¬ 
mation  is  requested. 

(c)  Copies  of  all  notices  of  termina¬ 
tion  of  contracts,  both  partial  and  com¬ 
plete,  whether  for  convenience  of  the 
Government  or  for  default  of  the  con¬ 
tractor,  under  contracts  having  advance 
payments  outstanding  will  be  sent  to 
the  Financial  Branch. 

(d)  In  cases  of  terminated  contracts, 
both  partial  and  complete,  under  con¬ 
tracts  having  advance  payments,  the 
termination  contracting  officer  will  ad¬ 
vise  the  Financial  Branch,  through 
channels  of  the  status  of  the  advance- 
payment  account  when  circumstances 
warrant. 
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RULES  AND  REGULATIONS 


S  1003.560  Repayment  of  advance  pay¬ 
ments.  (a)  Liquidation  of  advance  pay¬ 
ments  will  be  made  according  to  the 
terms  of  the  contract.  Under  certain 
circumstances,  contractors  are  obligated 
to  make  repayment  upon  demand.  The 
authority  to  making  such  demands  has 
been  delegated  to  the  contracting  officer 
in  the  Financial  Branch.  Except  as  pro¬ 
vided  in  paragraph  (b)  (5)  of  this  sec¬ 
tion,  or  as  specifically  authorized  in  a 
particular  case  by  the  Deputy  Director/ 
Procurement,  Hq  AMC,  or  the  Director  of 
Procurement,  Hq  ARDC,  no  demand  for 
repayment  of  advance  payments  will  be 
made  by  other  contracting  officers. 

(b)  Demands  will  be  made  whenever 
the  contracting  officer  in  the  Financial 
Branch  deems  them  advisable.  Demands 
will  be  made  under  the  following  circum¬ 
stances  and  in  accordance  with  the  terms 
of  the  contracts: 

(1)  When  the  balance  of  advance 
payments  in  the  special  bank  account  ex¬ 
ceeds  current  needs,  demand  will  be  made 
for  repayment  of  the  excess.  When  such 
excess  is  the  result  of  a  partial  or  total 
termination  for  the  convenience  of  the 
Government,  no  demand  will  be  made 
without  coordination  with  the  termina¬ 
tion  contracting  officer. 

(2)  When  the  unliquidated  balance  of 
advance  payments  exceeds  the  unpaid 
portion  of  the  contract  price,  demand 
will,  be  made  for  repayment  of  the  excess. 

(3)  When  it  is  determined  after  com¬ 
pletion  of  a  contract  and  final  audit  of 
accounts  thereunder  that  sums  due  the 
contractor  are  insufficient  to  cover  the 
balance  of  advance  payments  due  the 
Government,  demand  will  be  made  for 
payment  of  the  deficiency  in  cash.  The 
basis  for  such  determination  in  the  case 
of  a  contract  terminated  for  the  con¬ 
venience  of  the  Government  will  be  the 
determination  of  the  termination  con¬ 
tracting  officer  for  the  amount  due  under 
the  terminated  portion  of  the  contract. 

(4)  When  a  contract  is  terminated  for 
the  convenience  of  the  Government  and, 
although  final  audit  of  accounts  there¬ 
under  has  not  been  made,  the  contract¬ 
ing  officer  in  the  Financial  Branch  be¬ 
lieves  that  deductions  should  be  made 
from  payment  due  the  contractor  under 
the  contract  to  secure  the  eventual  re¬ 
payment  in  full  of  the  advance  payments, 
he  will  so  inform  the  accounting  and 
disbursing  officer.  The  accounting  and 
disbursing  officer  will  not  be  so  advised 
without  concurrence  of  the  termination 
contracting  officer  handling  the  settle¬ 
ment  of  the  contract. 

(5)  Each  notice  from  a  contracting 
officer  terminating  a  contract  for  the 
default  of  the  contractor  will  include  a 
demand  that  the  contractor  immediately 
repay  to  the  Government  without  setoff, 
the  unliquidated  balance  of  outstanding 
advance  payments,  if  any,  made  to  him 
under  the  contract. 

(c)  All  contracting  officers  administer¬ 
ing  advance  payment  accounts  and  all 
termination  contracting  officers  will 
bring  to  the  attention  of  the  Financial 
Branch  any  case  in  which,  in  their  opin¬ 
ion,  demand  should  be  made  upon  the 
contractor  for  the  return  of  all  or  any 
portion  of  the  outstanding  balance  of  ad¬ 
vance  payments. 


(d)  Copies  of  all  demands  on  con¬ 
tractors  for  repayment  of  advance  pay¬ 
ments  will  immediately  be  forwarded  by 
the  contracting  officer  in  the  Financial 
Branch  to  the  appropriate  accounting 
and  disbursing  officer.  In  addition,  such 
contracting  officers  will  immediately  call 
to  the  attention  of  accounting  and  dis¬ 
bursing  officers  any  case  where  contrac¬ 
tors  have  failed  to  comply  with  their  obli¬ 
gations  to  repay  advance  payments  to  the 
Government. 

§  1003.562  Limitation  of  authority  of 
contracting  officers  to  make  and  admin¬ 
ister  advance  payments.  Contracting 
officers  in  the  Financial  Branch  have 
been  delegated  authority  to  make  and 
administer  advance  payments  and  act 
as  the  duly  authorized  representatives  of 
the  Commander,  AMC.  Contracting 
officers,  including  those  exercising  the 
functions  outlined  in  §§  1003.553  through 
1003.559,  are  not  authorized  to  perform 
functions  specifically  delegated  to  con¬ 
tracting  officers  in  the  Financial  Branch 
as  indicated  herein. 

SUBPART  F — SMALL  PURCHASES 

§  1003.601  Purpose.  To  accomplish 
the  objective  cited  in  §  3.601  of  . this  title, 
administrative  requirements  not  con¬ 
tained  in  Chapter  I  of  this  title  or  this 
part  for  additional  copies  or  wider  dis¬ 
tribution  of  small  purchase  contracts  or 
the  addition  of  certificates  with  regard  to 
the  use  or  purpose  of  items  being  pur¬ 
chased,  required  for  accounting  or  other 
purposes,  will  not  be  observed  by  con¬ 
tracting  officers.  Any  exceptions 
deemed  necessary  will  be  authorized  in 
the  future  through  the  issuance  of 
changes  to  this  part. 

§  1003.604  Imprest  funds  (.petty 
cash )  method — (a)  Policy.  (1)  This 
section  establishes  procedures  for  mak¬ 
ing  small  purchases  of  supplies  and  serv¬ 
ices  other  than  personal  through  the  use 
of  imprest  funds.  Imprest  funds  will  be 
set  up  for  designated  cash  purchasing 
officers  who  may  use  these  funds  to  make 
otherwise  authorized  procurements  with 
a  minimum  of  accounting  procedures. 
Cash  purchasing  is,  however,  just  one  of 
a  number  of  simplified  small  purchase 
procedures  prescribed  by  Subpart  F,  Part 
3  of  this  title. 

(2)  Cash  purchasing  will  be  limited, 
to  the  greatest  extent  practicable,  to  the 
contracting  office.  Exceptions  to  this 
policy  may  be  made  only  under  unusual 
circumstances,  such  as  at  isolated  ac¬ 
tivities  where  no  contracting  office  is 
located,  or  where  purchases  will  involve 
highly  technical  material  like  medical 
supplies,  and  then  only  with  the  prior 
written  approval  of  the  major  air  com¬ 
mander  or  a  designated  representa¬ 
tive  within  his  headquarters.  See 
§  1003.604-1  (d)  (1)  and  (2). 

(b)  Definitions.  For  the  purpose  of 
this  section,  the  following  definitions  will 
apply: 

(1)  “Base commander: ’’The officer, or 
in  his  absence  his  deputy,  who  has  com¬ 
mand  over  the  installation  and  who  is  re¬ 
sponsible  to  higher  authority  for  the 
execution  of  the  mission  of  the  installa¬ 
tion. 


(2)  “Cash  purchasing  officer:**  An* 

officer,  warrant  officer,  airman  (fw 
three  grades) ,  or  civilian  under  the  com 
mand  on  jurisdiction  of  the  base  com 
mander  who  has  been  appointed  a  cash 
purchasing  officer  (imprest  fund  cashier) 
and  designated  a  Class  “C”  agent  finance 
officer  by  competent  authority.  •  § 

(3)  “Accounting  officer:”  The  officer 
or  civilian  employee  who  performs  th. 
functions. 

(4)  “Finance  officer:”  The  officer  who 
performs  the  functions. 

(5)  “Subvoucher:”  A  receipt  for  au¬ 
thorized  goods  or  services  purchased  and 
payments  made. 

§  1003.604-1  Conditions  for  use—( a)  I 
Requirements.  Supplies  will  be  pro- 
cured  by  cash  purchase  only  if: 

(1)  All  of  the  conditions  prescribed  in 
§  3.604-1  of  this  title  are  present  (also 
see  §  3.602  of  this  title) . 

(2)  A  cash  purchasing  officer  has  been 
appointed,  is  bonded  and  has  been  in- 
trusted  with  funds. 

(3)  The  supplies  to  be  procured  are 
authorized  for  purchase  by  existing  reg- 
ulations  or  directives. 

(b)  Limitations.  (1)  Supplies  will 
not  be  procured  by  cash  purchase  if  one 
or  more  of  the  following  conditions 
prevail : 

(i)  Purchase  of  the  supplies  is  not  au¬ 
thorized  by  existing  regulations  or  direc¬ 
tives. 

(ii)  The  purchase  is  for  $3  or  more 
and  the  signature  of  the  vendor  or  his 
agent  cannot  be  obtained. 

(iii)  The  cost  of  the  item  is  considered 
unreasonable. 

(iv)  The  cost  of  the  supplies  proposed 
to  be  purchased  for  one  activity  from  one 
vendor  at  one  time  is  in  excess  of  $100. 
Purchases  for  each  activity,  i.  e.,  air 
installations  or  base  supply  will  be  con¬ 
sidered  separate  transactions  if  based 
upon  separate  purchase  requests,  Issue 
Slips,  Material  Transaction  Slips,  or 
other  authorized  requisition  forms  (see 
paragraphs  (c)  (1)  and  (2)  of  this  sec¬ 
tion)  . 

(v)  Requirements  have  been  inten¬ 
tionally  understated  or  divided  into  parts 
solely  to  take  advantage  of  the  cash 
purchase  procedure. 

(vi)  The  supplies  are  not  available  for 
pickup  or  delivery  at  the  time  of  pay¬ 
ment.  . 

(vii)  Additional  action  following  pay¬ 
ment  for  the  supplies  and  the  signing  o( 
the  receipt  by  the  vendor  is  required  to 
complete  the  procurement.  Assigning  a 
defense  order  rating  or  execution  of  a 
hand  receipt  by  the  vendor  for  equipment 
delivered  to  him  for  repair  are  not  con¬ 
sidered  “Additional  action.” 

(2)  Except  in  justified  emergencies, 
purchases  of  articles  or  services  in 
quantities  or  amounts  covered  by  manda¬ 
tory  contracts  or  mandatory  sources  of 
supply  are  to  be  made  from  the  appro¬ 
priate  contractor  or  source  according  to 
established  procedures.  However,  im¬ 
prest  funds  may  be  used  to  make  pay¬ 
ments  for  articles  or  services  obtained 
from  such  mandatory  contracts  or 
sources  of  supply  . 

(3)  Imprest  funds  will  not  be  used  to 
pay  for  personal  services,  to  pay  trans- 
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Saturday,  March  1 ,  195S 

^tion  charges  on  bills  of  common  * 
mers  to  cash  checks  or  other  negoti-  6 
wT instruments,  or  for  any  other  pay-  ■ 
tent  that  is  not  for  authorized  small  v 
purchases  contemplated  by  these  c 

instructions .  s 

(C)  Effecting  procurement.  (1)  The  t 
contracting  officer,  or  cash  purchasing  f 
Jleer  upon  receipt  of  a  purchase  request 
issue  Slip,  Material  Transaction 
sto  or  other  authorized  requisition  form 
or  informal  written  request,  will  make 
{L  finai  determination,  based  on  para¬ 
graphs  (a)  and  (b)  of  this  section.  If 
he  decides  to  purchase  by  cash,  the  con¬ 
tracting  officer,  or  cash  purchasing  offi¬ 
cer  will  select  a  source  (see  §  3.603  of  this 
«tle)  and  effect  payment  in  cash  upon 
delivery.  At  the  time  of  payment,  a 
signed  receipt  will  be  obtained  from  the 
vendor  on  AF  Form  385,  “Cash  Purchase 
Receipt” 

(2)  At  the  discretion  of  the  cash  pur-  ; 
chasing  officer,  quantities  in  excess  of  i 
those  requisitioned  by  the  using  activity  l 
may  bo  procured  if  the  standard  unit 
pack  of  such  item  can  be  purchased  more 
economically  than  the  exact  quantity 
requested.  The  full  unit  pack  will  be 
accepted  by  the  requisitioning  activity. 

(d)  Cash  purchasing  officers — (1)  Ap¬ 
pointment  and  termination  authority. 
Any  base  commander  is  authorized  to 
appoint  any  qualified  officer,  warrant 
officer,  airman  (first  three  grades),  or 
civilian  under  his  jurisdiction  as  a  cash 
purchasing  officer  and  to  terminate  such 
appointment  whether  made  by  him  or  a 

predecessor. 

(2)  Appointment  and  termination  or¬ 
ders.  Each  appointment  and  termina¬ 
tion  of  appointment  will  be  made  by  the 
base  commander  in  writing,  together 
with  special  orders  or  letter  orders,  which 
will:  (i)  Include  designation  as  a  cash 
purchasing  officer  (imprest  fund  cashier) 
and  as  a  Class  “C”  agent  finance  officer; 

(ii)  identify  the  appropriate  finance 
officer  by  name;  and  (iii)  cite  the  maxi¬ 
mum  amount  of  funds  which  may  be 
advanced. 

(e)  Personal  responsibility.  (1)  At¬ 
tention  is  directed  to  the  following  sec¬ 
tions  contained  in  Title  18,  U.  S.  Code 
Annotated,  crimes  and  criminal  proce¬ 
dure,  which  provide : 

(i)  Sec.  653,  Disbursing  officer  misusing 
public  funds. 

Whoever,  being  a  disbursing  officer  of  the 
United  States,  or  any  Department  or  agency 
!  thereof,  or  a  person  acting  as  such.  In  any 
manner  converts  to  his  own  use,  or  loans 
with  or  without  interest,  or  deposits  in  any 
place  or  in  any  manner,  except  as  authorized 
by  law,  any  public  money  intrusted  to  him; 

,  or,  for  any  purpose  not  prescribed  by  law, 
withdraws  from  the  Treasury  or  any  author- 
lad  depositary,  or  transfers,  or  applies,  any 
\  portion  of  the  public  money  intrusted  to  him, 

Is  guilty  of  embezzlement  of  the  money  so 
converted,  loaned,  deposited,  withdrawn, 
transferred,  or  applied,  and  shall  be  fined  not 
more  than  the  amount  embezzled  or  im¬ 
prisoned  not  more  than  ten  years,  or  both; 

■  but  if  the  amount  embezzled  is  $100  or  less, 

;  be  shall  be  fined  not  more  than  $1,000  or  im- 
,  Jrtsoned  not  more  than  one  year  or  both. 

(ii)  Sec.  1001,  Statements  or  entries 
senerally. 

^soever,  In  any  matter  within  the  Juris- 
f  Action  of  any  department  or  agency  of  the 
l  united  States  knowingly  and  willfully  falsi- 


FEDERAL  REGISTER 

fies,  conceals  or  cowers  tip  by  any  trick,  t 
scheme,  or  device  a  material  fact,  or  makes  ] 
any  false,  fictitious  or  fraudulent  statements  c 
or  representations,  or  makes  or  uses  any  false  t 
writing  or  document  knowing  the  same  to  T 
contain  any  false,  fictitious  or  fraudulent  I 
statement  or  entry,  shall  be  fined  not  more  < 
than  $10,000  or  imprisoned  not  more  than  ! 
five  years,  or  both.  J 

(iii)  Sec.  2073 ,  False  entries  and  re -  * 
ports  of  moneys  or  securities. 

Whoever,  being  an  officer,  clerk,  agent,  or  ^ 
other  employee  of  the  United  States  or  any  of 
its  agencies,  charged  with  the  duty  of  keeping 
accounts  or  records  of  any  kind,  with  Intent  j 
to  deceive,  mislead,  injure,  or  defraud,  makes  ' 
in  any  such  account  or  record  any  false  or  fic¬ 
titious  entry  or  record  of  any  matter  relating 
to  or  connected  with  his  duties;  or 
Whoever,  being  an  officer,  clerk,  agent,  or 
other  employee  of  the  United  States  or  any 
of  its  agencies,  charged  with  the  duty  of  re¬ 
ceiving,  holding,  or  paying  over  moneys  or 
securities  to,  for,  or  on  behalf  of  the  United 
States,  or  of  receiving  or  holding  in  trust  for 
any  person  any  moneys  or  securities,  with 
like  intent,  makes  a  false  report  of  such 
moneys  or  securities — 

Shall  be  fined  not  more  than  $5,000  or  im¬ 
prisoned  not  more  than  ten  years,  or  both. 

(2)  The  cash  purchasing  officer  will 
be  responsible  for  the  legality  of  all  pay¬ 
ments  made  by  him  and  personally  ac¬ 
countable  for  any  unauthorized  pay¬ 
ments  he  may  make. 

(3)  When  the  cash  purchasing  officer 
is  in  doubt  as  to  the  propriety  of  any 
particular  purchase  he  may  refer  the 
matter  to  the  base  commander  who,  if 
he  considers  the  purchase  proper,  will 
give  specific  approval  in  writing  for  the 
purchase  before  it  is  made. 

(4)  The  base  commander  will  be  re¬ 
sponsible  for  insuring  that  sufficient 
surveillance  of  the  cash  purchasing  sys¬ 
tem  is  maintained  to  assure  that  perti¬ 
nent  laws  and  regulations  are  observed. 

(f)  Request  for  deviations  and  inter¬ 
pretations.  Deviations  from  the  re¬ 
quirements  of  §1003.604  will  be  made 
only  by  and  with  the  prior  approval  of 
the  Director  of  Procurement  'and  Pro¬ 
duction,  DCS/M,  Hq  USAF  who  will  be 
responsible  for  coordination  and  clear¬ 
ance  of  all  proposed  deviations  within 
the  Department  of  Defense.  Requests 
for  deviations  or  interpretations  of 
§  1003.604  will  be  sent  to  Hq  USAF 
through  channels  including  Commander, 
AMC,  attn:  MCPPP. 

§  1003.604-2  Documentatio  n — 
(a)  Cash  purchase  receipt.  AFForm  385, 
“Cash  Purchase  Receipt,”  and  AF  Form 
385a,  “Cash  Purchase  Receipt — Memo¬ 
randum,”  April  16,  ,1956,  are  authorized 
for  use  in  lieu  of  Standard  Form  1165. 
AF  Form  385  (original)  will  be  procured 
in  pads  and  AF  Form  385a  will  be  pro¬ 
cured  in  pads  with  interleaved  carbon. 
These  forms  will  be  available  on  or 
about  August  1,  1956.  AF  Form  385, 
March  1,  1955,  may  be  used  until  stock 
is  exhausted. 

(1)  AF  Form  385  and  five  copies  of  AF 
Form  385a  will  be  prepared,  except  as 
provided  in  subparagraph  (3)  of  this 
paragraph,  using  ballpoint  pen,  indelible 

*  pencil,  or  typewriter,  to  include  the  fol¬ 
lowing  : 

(i)  Date. 

[  (ii)  Receipt  No.  The  receipt  number 

•  will  consist  of  the  last  two  numbers  of 


the  fiscal  year  in  which  prepared,  fol¬ 
lowed  by  a  dash  and  then  numbered 
serially  for  the  fiscal  year,  beginning  with 
the  number  1.  If  more  than  one  cash 
purchasing  officer  has  been  appointed 
at  the  installation,  each  officer  will  be 
assigned  a  letter  (A,  B,  etc.)  to  be  suf¬ 
fixed  to  the  fiscal  year  symbol.  (For 
example:  57A-1,  57A-2,  etc.) 

(iii)  Station. 

(iv)  Delivery  to  (organization  or 
unit).  Enter  delivery  data. 

(v)  Location.  Enter  location  of  or¬ 
ganization  or  unit  to  which  delivery  is  to 
be  made. 

(vi)  Reference  No.  Cross-reference 
to  the  voucher  number  on  the  Purchase 
Request,  Issue  Slip,  Material  Transac¬ 
tion  Slip,  or  other  authorized  requisition 
form. 

(vii)  Name  of  dealer. 

(viii)  Address.  Enter  dealer’s  address. 

(ix)  Account  Symbol.  Enter  stock 
record  account  symbol. 

(x)  Work  Order,  Property  Class,  or 
USAF  Cost  Code. 

(xi)  Organizational  Code  or  MPA  No. 
(Applicable  only  to  installations.) 

(xii)  Description  of  Items. 

(xiii)  Quantity. 

(xiv)  Unit. 

(xv)  Unit  Price. 

(xvi)  Amount.  Enter  dollar  amount 
of  each  item. 

(xvii)  Applicable  Authority  for  Pur¬ 
chase.  Enter  the  authority  for  making 
the  purchase  cited  on  the  Purchase  Re¬ 
quest,  Issue  Slip,  Material  Transaction 
Slip,  or  other  authorized  requisition 
form. 

(xviii)  Approved  by.  Enter  the  name 
of  the  person  or  office  authorizing  the 
purchase  as  it  appears  on  the  Purchase 
Request,  Issue  Slip,  Material  Transac-. 
tion  Slip,  or  other  authorized  requisition 
form. 

(xix)  Total.  Enter  the  total  dollar 
amount  of  Cash  Purchase  Receipt. 
Where  purchase  is  made  in  foreign  cur¬ 
rency,  the  total  will  be  inserted  by  the 
cash  purchasing  officer  in  United  States 
dollar  amounts,  showing  the  rate  of  ex¬ 
change. 

(xx)  Signature  of  cash  purchasing  of¬ 
ficer  certifying  that  the  purchase  has 
been  made  according  to  §  1003.604-1. 

(xxi)  Name  of  seller  or  agent  of  seller, 
(xxii)  Signature  of  seller  or  agent  of 

seller,  on  original  AF  Form  385  only, 
certifying  that  cash  payment  has  been 
received.  The  total  amount  in  words 
and  figures  will  be  inserted  by  the  seller 
or  his  agent  prior  to  entering  his  signa¬ 
ture.  Where  purchase  is  made  in  for¬ 
eign  currency  the  words  and  figures  will 
be  inserted  by  the  seller  or  hi^-agent  in 
terms  of  the  foreign  currency,  and  con¬ 
verted  by  the  cash  purchasing  officer 
into  United  States  dollar  amounts  as  set 
forth  in  subdivision  (xix)  of  this  sub- 
‘  paragraph.  Where  it  is  impossible  to 
,  secure  the  seller’s  signature  and  the 
.  amount  of  the  purchase  does  not  ex- 
.  ceed  $3,  the  cash  purchasing  officer  will 
;  note  the  fact  on  the  Cash  Purchase  Re- 
.  ceipt,  delete  the  certification  of  receipt 
of  payment  made,  and  sign  his  own 
name  in  the  place  set  forth  for  signature 
:  by  the  seller.  See  §  1003.604-4(a)  au- 
l  thorizing  the  carrier  to  sign  the  receipt 


RULES  AND  REGULATIONS 


AF  Form  385a  will  be  forwarded  to  the 
office  which  authorized  the  cash  pur¬ 
chase.  The  accountable  supply  officer’s 
voucher  number  will  be  inserted  on  the 
copies  of  the  AF  Form  385a  and  one  of 
the  completed  copies  will  be  forwarded 
to  the  Inventory  Accounting  (Monetary) 
Unit  not  later  than  the  day  following 
the  day  of  delivery. 

(3)  A  copy  of  AF  Form  385a  may  be 
furnished  to  a  vendor  upon  his  request 
in  every  instance  where  such  action  will 
result  in  a  saving  to  the  Government. 
An  example  of  a  saving  is  a  case  where 
the  vendor  is  permitted  by  local  or  state 
authorities  to  use  the  copy  of  AF  Form 
385a,  as  evidence  that  a  local  or  state  tax 
was  not  included  in  the  price  to  the 
Government.  In  addition,  when  pur¬ 
chase  is  made  against  an  “obligation 
authority”  established  by  an  AF  depot 
air  materiel  area,  a  copy  of  the  AF  Form 
385a  will  be  furnished  to  the  appropriate 
AF  depot  or  air  materiel  area  for  sup¬ 
port  of  its  obligation  authority.  Except 
when  a  copy  of  the  Cash  Purchase  Re¬ 
ceipt  is  required  by  the  vendor  or  by  an 


for  the  total  cash  received  for  a  C.  O.  D. 
Shipment. 

(xxiii)  Signature  of  consignee  or  re¬ 
ceiver,  certifying  that  the  supplies  have 
been  received  and  accepted  for  intended 
use.  The  copy  of  AF  Form  385  retained 
by  the  cash  purchasing  officer  need  not 
be  signed  by  the  consignee  or  receiver. 

(xxiv)  Organization  or  Unit  of  con¬ 
signee  or  receiver. 

(xxv)  Receiving  Report  No.  (To  be 
assigned  by  consignee  or  receiver  when 
appropriate.) 

(2)  If  delivery  of  the  supplies  is  made 
to  central  receiving,  two  completed 
copies  of  the  AF  Form  385a  will  be  given 
to  the  receiver  upon  delivery.  If  delivery 
is  made  to  an  organization  other  than 
central  receiving,  the  cash  purchasing 
officer  will  forward  to  the  base  account¬ 
able  supply  officer  or  his  designee  two 
completed  copies  of  the  AF  Form  385a 
not  later  than  the  morning  following  the 
date  of  delivery  except,  where  the  items 
procured  are  either  supplies  for  resale, 
medical  supplies,  or  nonperSbnal  serv¬ 
ices,  in  which  case,  the  two  copies  of  the 


AF  depot  or  air  materiel  area,  only  th 
original  AF  Form  385  and  five’  copies  3 
AF  Form  385a  will  be  prepared.  ^ 
(b)  Standard  Form  1129,  “reimburse 
ment  voucher .”  Standard  Form  1129 
will  be  completed  by  cash  purchasing  of 
fleers  in  accordance  with  the  sample  form 
set  forth  in  this  section. 

§  1003.604-4  Delivery  of  cash  pur. 

(a)  C.  o.  d.  ship'. 
— -  --  encour- 


chases  by  suppliers -  _ 

ments.  Local  vendors  should  be  encour". 
aged  to  institute  a  free  delivery  service  on 
a  c.  o.  d.  basis.  Pickup  service  is  costly 
and  should  be  avoided  whenever  practi- 
cable.  Vendors  should  be  reminded  that 
to  ship  c.  o.  d.  will  eliminate  certain 
bookkeeping  and  invoicing  procedures 
and  place  the  Air  Force  in  the  same  posi¬ 
tion  as  their  many  other  cash  customers 
When  supplies  are  not  available  in  the 
local  trade  area  and  the  total  cost  in- 
eluding  delivery  and  c.  0.  d.  charges  will 
be  less  than  $100,  a  cash  purchasing  offi¬ 
cer  who  is  also  a  contracting  officer,  or 
who  is  under  the  immediate  jurisdiction 
of  a  contracting  officer,  or  a  cash  pur¬ 
chasing  officer  assigned  to  an  isolated 
activity  where  no  contracting  officer  is 
located,  may  instruct  the  vendor  to  ship 
c.  o.  d.  These  instructions  may  be  verbal 
or  written,  but  will,  in  any  event,  repre¬ 
sent  an  obligation  against  the  imprest 
fund.  Sufficient  cash  must  be  held  in 
reserve  in  the  imprest  fund  for  all  c.  0.  4 
orders. 

(b)  Orders  placed  on  a  c.  0.  d.  basis 
but  received  prepaid:  When  the  cash 
purchasing  officer  has  placed  an  order  on 
a  c.  o.  d.  basis  to  be  shipped  by  parcel 
post,  freight,  express  or  other  public  car. 
rier,  and  the  shipment,  through  error,  is 
not  shipped  c.  o.  d.,  it  may  not  be  paid 
under  the  cash  purchasing  procedure. 
Under  such  circumstances,  a  confirming 
purchase  order  (for  instance  a  DD  Form 
738 )  may  be  issued  instructing  vendor  to 
submit  a  certified  invoice  to  the  finance 
officer,  and  payment  may  then  be  made 
by  check. 

§  1003.605  Order-i  nvoic  e-voucher 
method.  Standard  Form  44,  “U.  S. 
Government  Purchase  Order-Invoice- 
Voucher,”  is  available  in  books  of  25  sets, 
five  copies  each,  with  interleaved  car¬ 
bons. 

§  1003.605-1  Limitations  on  use.  An 
additional  condition  is  hereby  added  to 
the  conditions  set  forth  in  §  3.605-1  of 
this  title  as  follows:  (e)  The  finance  of¬ 
ficer  and  appropriation  accounting  officer 
are  located  at  the  same  installation 

§  1003.606  Blanket  purchase  agree¬ 
ment  method. 

§  1003.606-1  General.  The  blanket 
purchase  agreement  method  will  be  used 
to  the  greatest  extent  practicable.  Each 
separate  call  placed  against  a  blanket 
agreement  must  be  placed  after  conduct 
of  negotiation  and  justification  appropri¬ 
ate  to  the  action,  except  where  the  order 
is  for  $100  or  less  and  price  is  known  to  be 
reasonably  competitive.  In  every  ca» 
when  a  call  is  made,  whether  made  orally 
or  by  informal  memorandum,  the  ap¬ 
plicable  call  number  and  name  of  person 
placing  the  call  will  be  furnished  the 
vendor  at  the  time  the  call  is  placed,  in 
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REIMBURSEMENT  VOUCHER 


.Finance - 

(Department,  buieau. 


Payee’*  name  John  Doe,  Cl— a  "C*  Agent  Officer 
Mailing  address  _ _ _ _ 


For  payments  made  on  account  of  official  business  as  per  attached ?§$Jers  (Insert. .Humber)  AM0U 

to  I Insert. Knaber),  inclusive,  for  the  period  .(Insert ..dale),  19 . to  .(.Insert-date)...,  19 .  I  niluu 

and  reclaimed  subvouchers  numbers . l.l?.*®.?!!..*!???”/. . -9  ’  Insert 


STATUS  OF  FUND 


Differences 


This  Voucher. 


finance  Of  ficer 


Unpaid  Reimbursement  Voucher  Dated _ 

Unscheduled  Subvouchers. . . . 


Interim  Receipts  for  Cash- 


Amount  verified;  correct  for 


(Signature  or  initials) 


Total...  i 


/  certify  that  the  disbursements  claimed  herein  are  correct 
and  proper,  that  payment  has  not  been  received,  and  that  the 
status  of  the  imprest  fund  for  which  I  am  accountable  is  as 
stated  above.  , 


Approved 


(Hot  to  be  completed) 


(Insert  Pate) 

I  Date) 


.jl.ohft.Pe.t. . 

tlr.iprest  Kurd  Cashier) 


Pursuant  to  authority  vested  in  me,  I  certify  that  this  voucher 
it  correct  and  proper  for  payment. 


Title  Purchasing  Officer 


(Tor  nee  of  finance  Officer) 

»'•>  ’  Authoriioi Certifying  Officer. 


Number  of  reimbursement  checks  desired 


mjhr  amount s  of  (Insert  Amounts). . 

ACCOUNTING  CLASSIFICATION  (Annemli 


(To  bo  completed  by  Comptroller's  Office, 


Insert  amount  of  voucher  submitted  to  finance  officer  for  which  reimbursement 
has  not  as  yet  been  received. 

Insert  dollar  and  cents  amount  of  AT  Forms  385  on  hand  for  which  reimbursement 
has  not  been  requested. 

Insert  amount  of  cash  in  hands  of  others  for  which  interim  receipt*  are  being 
held. 

Insert  amount  of  cash  and  checks  on  hand. 


Paid  by  check  (s)  on  Treasurer  of  the  United  States  in  favor 
of  payee  named  above  Ns,  (a) 

(Tor  use  of 


Paid  by  cash. 


finance  Officer] 


Finance  Off leer) 


1339 
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nrder  that  he  may  ascertain  that  the  call 
^proper  against  the  blanket  agreement. 

,  1003.606-2  Establishment  of  blanket 
Jrrhase  agreement.  Notwithstanding 
the  provisions  of  §  16.302  (a)  (1)  (i),  DD 
Porm  1155.  “Order  for  Supplies  or  Serv¬ 
ices"  will  be  used  to  establish  the 
“Blanket?  Purchase  Agreement.”  The 
agreement  will  be  numbered  according 
to51053-20 1 — 4  (a)  of  this  chapter. 

(a)  The  contracting  officer  will  nego¬ 
tiate  with  each  proposed  charge  account 
vendor  to  obtain  a  prior  understanding 
of  pricing  basis  for  noncompetitive  orders 
(less  than  $100).  Usually  this  will  be  a 
matter  of  discount  from  some  recognized 
list  price.  The  contracting  officer  will 
prepare  a  memorandum  for  record, 
briefly  outlining  understanding  of  the 
parties,  and  will  maintain  the  memoran¬ 
dum  in  the  blanket  agreement  file.  This 
memorandum  need  not  be  redrawn  at  the 
beginning  of  each  blanket  purchase 
agreement  period,  but  should  at  all  times 
represent  the  current  understanding. 
Periodic  spot  checks  will  be  made  to  as¬ 
sure  that  billings  conform  to  the  under¬ 
standings. 

(b)  In.  establishing  blanket  purchase 
agreements,  contracting  officers  will  at¬ 
tempt  to  induce  vendors  to  provide  de¬ 
livery  of  supplies  purchased  thereunder. 
Vendors  should  not  be  expected  to  make 
multiple  deliveries  of  small  dollar  value 
purchases.  However,  an  agreement 
wherein  vendors  would  deliver  all  pur¬ 
chases  in  excess  of  a  specified  monetary 
value  is  considered  feasible  and  advis¬ 
able. 

J  1003.606-3  Conditions  for  use.  (a) 
The  maximum  period  of  time  covered  by 
a  blanket  purchase  agreement  will  not 
exceed  3  months  or  extend  beyond  the 
end  of  the  fiscal  quarter  in  which  issued. 
The  maximum  aggregate  amount  of  re¬ 
quests  to  be  issued  against  one  blanket 
purchase  agreement  will  not  exceed 
$15,000. 

(b)  To  eliminate  an  unnecessary  ad¬ 
ministrative  burden,  no  calls  will  be 
placed  against  blanket  purchase  agree¬ 
ments  unless  delivery  can  be  accom¬ 
plished  within  the  effective  period  of  the 
agreement. 

!  1003.607  Use  of  Department  of  De¬ 
fense  or  departmental  procurement 
forms.  Small  purchases  as  defined  in 
13.600  ^>f  this  title  will  normally  be  ac¬ 
complished  on  AF  Form  385,  AF  Form 
385a,  SF  44,  or  DD  Form  1155.  When  DD 
Form  1155  is  used,  it  will  be  prepared  and 
)  processed  according  to  Subpart  C,  Part 
16  of  this  title  and  Subpart  C,  Part  1016 
of  this  chapter.  When  the  procurement 
I  necessitates  the  addition  of  clauses  other 
than  those  on  the  reverse  side  of  the  DD 
Form  1155,  any  appropriate  authorized 
negotiated  (two-signature)  contract 
form  (e.  g.,  DD  Form  351)  will  be  used. 

5 1003.651  Credit  cards.  This  section 
i  provides  a  procedure  for  processing  pay¬ 
ment  invoices  covering  service  station 
purchases  made  on  credit  cards. 

11003.651-2  General,  (a)  All  re¬ 
quests  to  oil  companies  for  credit  cards 
*ill  be  made  according  to  Federal  Sup- 
!  Schedule  classes  7  and  14  and  by  a 
i  .  Properly  appointed  contracting  officer 
No.  43— 58 - ll 
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who  will  be  accountable  for  all  such 
cards  issued  to  the  installation. 

(b)  Whenever  a  purchase  is  made 
against  a  credit  card,  the  individual 
making  the  purchase  will  secure  from 
the  service  station  attendant  a  copy  of 
the  delivery  ticket  and,  immediately 
upon  return  from  a  trip,  will  turn  in  such 
delivery  ticket  to  the  officer  responsible 
for  the  credit  card. 

(c)  Oil  companies  will  be  instructed  to 
submit  all  invoices  for  credit  card  pur¬ 
chases  to  the  contracting  office. 

(d)  Upon  receipt  of  the  invoice  and 
supporting  delivery  tickets,  the  contract¬ 
ing  officer  will  match  the  copies  of  de¬ 
livery  tickets  in  his  suspense  files  with 
those  attached  to  the  invoice  and  verify 
the  amount  due.  Upon  verification  of 
the  amount  due,  the  contracting  officer 
will  prepare  a  DD  Form  1155,  “Order  for 
Supplies  or  Services,”  under  the  appli¬ 
cable  Federal  Supply  Schedule  contract. 
The  contracting  officer’s  certification  will 
be  predicated  on  the  certificates  from 
the  officer  responsible  for  the  purchase. 
The  duplicate  delivery  tickets  and  cer¬ 
tifications  of  responsible  officers  will  be 
retained  in  the  files  of  the  contracting 
office. 

(e)  Delivery  orders  prepared  and  is¬ 
sued  will  not: 

(1)  Itemize  the  supplies  and  services 
shown  on  the  invoice,  but  will  merely 
contain  a  reference  to  the  contractor’s 
invoice  and  amount,  less  State  and  local 
taxes,  if  any. 

(2)  Be  written  for  a  portion  of  the  in¬ 
voiced  amount.  (If  a  discrepancy  is 
discovered,  such  an  error  in  the  amount 
of  the  invoice  or  of  the  tickets  attached, 
or  an  unauthorized  purchase,  such  dis¬ 
crepancies  will  be  rectified  prior  to  prep¬ 
aration  of  the  order.) 

(3)  Be  distributed  to  the  contractor 
(order  is  for  internal  Air  Force 
purposes) . 

(4)  Be  issued  to  such  organizations  as 
the  National  Credit  Card  Association 
(invoice  must  be  submitted  by  the  oil 
company  concerned). 

(f )  If  an  invoice  is  received  supported 
by  a  delivery  ticket,  a  copy  of  which  has 
not  been  received  from  the  responsible 
officer,  the  contracting  officer  may,  if  the 
ticket  appears  to  cover  an  authorized 
purchase  and  if  there  are  uninvoiced 
tickets  of  the  oil  company  concerned  on 
file  in  amounts  exceeding  the  amount  of 
the  missing  ticket,  prepare  a  dummy 
copy  of  the  ticket  arid  process  the  invoice 
for  payment.  When  this  is  done,  the 
contracting  officer  must  take  immediate 
action  to  secure  the  certified  copy  of  de¬ 
livery  ticket  or  a  certificate  signed  by 
the  officer  responsible  for  the  purchase 
that  the  supplies  or  services  were  satis¬ 
factorily  rendered  and  are  not  to  be  used 
in  violation  of  legal  restrictions  of  Public 
Law  600  (60  Stat.  810;  5  U.  S.  C.  550). 
If  uninvoiced  tickets  in  excess  of  the 
amount  of  the  missing  ticket  are  not  on 
hand,  or  if  the  ticket  attached  to  the  in¬ 
voice  does  not  appear  to  cover  an  author¬ 
ized  purchase,  the  contracting  officer  will 
take  action  to  secure  the  certified  deliv¬ 
ery  ticket  or  otherwise  resolve  the  dis¬ 
crepancy  prior  to  processing  the  invoice 
for  payment. 

(g)  Original  and  one  copy  of  the  order, 
the  invoice  with  attached  original  or 


copies  of  signed  delivery  receipts,  and 
the  tax  exemption  certificate  will  be  for¬ 
warded  to  the  finance  officer  for  payment 
according  to  existing  procedures. 

§  1003.651-3  Issuance  of  tax  exemp¬ 
tion  certificates.  Standard  Form  1094, 

“U.  S.  Government  Tax  Exemption  Cer¬ 
tificates,”  will  be  issued  by  the  contract¬ 
ing  officer  according  to  Part  1011  of  this 
chapter. 

SUBPART  G — NEGOTIATED  OVERHEAD  RATES 

§  1003.703  Applicability.  This  sub¬ 
part  applies  to  the  Directorate  of  Pro¬ 
curement  and  Production,  Hq  AMC,  AMC 
field  procurement  activities,  and  ARDC. 

Air  Force  purchasing  offices  outside  of 
Hq  AMC  or  its  field  purchasing  activities 
and  ARDC  will  not  use  negotiated  over¬ 
head  rates  without  obtaining  prior  ap¬ 
proval  of  the  Pricing  Staff  Division 
(MCPPB) ,  Hq  AMC.  Predetermined  ov¬ 
erhead  rates  will  not  be  used  for:  re¬ 
search  and  development  contracts  with 
educational  institutions  unless  a  pro¬ 
posal  based  on  such  rates  was  received 
before  July  1,  1956  and  the  contract  was 
executed  before  October  1, 1956,  and  any 
other  contract  executed  on  or  after  July 
1,  1956.  Contracts  executed  before  the 
applicable  aforementioned  date  contain¬ 
ing  predetermined  overhead  rates  will 
continue  to  use  such  rates  until  the 
particular  fixed  overhead  rate  period 
expires.  Except  as  to  research  and  de¬ 
velopment  contracts,  negotiated  over¬ 
head  rates  will  not  be  used  without  a 
prior  written  determination  by  the  con¬ 
tracting  officer  that  their  use  is  advan¬ 
tageous  to  the  Government.  However, 
where  a  predetermined  overhead  rate 
expires  and  is  to  be  followed  by  a  nego¬ 
tiated  overhead  rate,  such  written  deter¬ 
mination  is  not  required. 

§  1003.704  Contract  clauses. 

§  1003.704-1  Contracts  with  commer¬ 
cial  concerns.  It  is  AF  policy,  wherever 
practicable,  not  to  incorporate  provi¬ 
sional  rates  in  contracts  with  commercial 
organizations. 

§  1003.704-2  Contracts  with  nonprofit 
and  educational  institutions.  In  the  case 
of  nonprofit  and  educational  institutions, 
it  is  AF  policy  to  incorporate  provisional 
rates  in  contracts  with'  such  organiza¬ 
tions  pending  establishment  of  negoti¬ 
ated  final  overhead  rates. 

SUBPART  H — PRICING 

§1003.800  Scope  of  subpart.  This- 
subpart  sets  forth  pricing  policies  and 
procedures  to  be  followed  by  all  AF  pro¬ 
curement  activities  in  negotiating  prime 
contracts,  and  in  reviewing  subcontracts 
where  applicable. 

§  1003.801  Pricing  policy.  Price  is  an- 
important  element  of  any  AF  procure¬ 
ment  It  is  the  AF  procurement  objec¬ 
tive  to  secure  required  supplies  and 
services  of  the  desired  quality,  when 
needed,  at  fair  and  reasonable  prices,  a 
fair  and  reasonable  price  does  not  neces¬ 
sarily  mean  the  lowest  price  but  rather 
should  be  considered  the  most  econ¬ 
omical  price  to  the  Air  Force,  quality,  life, 
ease  and  cost  of  maintenance,  storage, 
distribution,  and  other  factors  consid¬ 
ered.  To  realize  this  objective  it  is  AF 


m 


RULES  AND  REGULATIONS 


relate.  This  assignment  covers  initial  This  approach  is  based  on  the  expect*, 
pricing  of  exhibits  only.  tion  that  the  ultimate  cost  to  the  Gov! 

(4)  Where  changes  are  made  to  the  ernment  will  be  less  than  it  otherwise 

supplies  being  procured  under  existing  would  be  and,  if  less,  the  profit  to  the 
contracts.  contractor  will  be  greater.  The  concent 

(5)  Exercise  of  the  authority  assigned  recognizes  that  the  prospect  of  greater 
to  the  administrative  contracting  officer  earned  profit  reward  is  the  strongest  in. 

and  (4)  of  centive  to  induce  contractors  to  become 
more  efficient  in  performing  AF  con- 
tracts.  Profits,  negotiated  in  pricing 
or  repricing  under  this  conicept,  should  be 
commensurate  with  the  risks  assumed 
by  a  contractor  and  the  overall  efficiency 
with  which  the  contract  is  performed. 

(b)  Th&  foregoing  should  not  be  con- 
strued  to  mean  that  only  the  specific  in- 
centive-type  contracts  should  be  em¬ 
ployed.  This  incentive  approach  can  be 
applied  in  some  real  measure  to  all  ne¬ 
gotiated  fixed-type  contracts,  including 
price  redetermination  and  incentive 
§  1003.801-4  Cost,  profit,  and  price  types.  For  example,  one  of  the  best 
relationships.  Under  fixed-price-type  forms  of  incentive  is  provided  by  the 
contracts,  including  redeterminable  and  firm  fixed-price  contract. 

incentive  types  prices  are  to  be  negoti-  ,  1003,802-5  Types  of  pricing.  There 
ated,  not  costs  plus  profit.  In  many  cases  are  tw0  dlstinct  type5  of  pncf  ™* 

a  breakdown  of  price  into  costs  and  profit  rit  consideration :  Prospective  pS 
elements  may  be  necessary  in  the  nego-  and  retroactive  priclng.  Vmat’ 

the^asis'for^ayment^to  ^contractor  <a)  Prospective  pricing.  Prospect!™ 

underfixed-pric^tv^contracts- allow-  ?.ncinB  is  the  neBO‘iatl011  °*  P1***  for 
under  fixed  price  type  contracts,  auow  items  or  services  which  are  to  be  sud- 

^  the  futUre‘  »  18  spiled  to  the 
ment  under  cost-reimbursement-type  priCing  0f  firm  fixed-price-type  con- 
contracts.  A  negotiated  price  once  firm,  tracts>  to  the  pricing  of  prospeJtive  Z 
becomes  an  obligation  of  the  Air  Force,  tions  of  redeterminable  contracts,  to  the 
it  is  the  amount  of  money  the  Air  Force  establishment  of  target  prices  under  in- 
is  legally  obliged  to  pay.  Fixed-price  centive-type  contracts  and  other  rede¬ 
contracts  should  specify  therefor  only  terminable  types  providing  for  retroac- 
pnces  and  never  elements  of  cost.  tive  adjustment,  and  to  the  hourly  rate 

§  1003.801-9  Price  warranty.  In  portion  of  time  and  material-type  con- 
connection  with  the  procurement  of  tracts, 
standard  commercial  items  or  semicom-  (b)  Retroactive  pricing. 

mercial  items  where  cost  estimates  are  ( l )  Retroactive  pricing  is  the  negotia- 

not  available  or  not  deemed  practical  by  tion  of  prices  for  items  or  services  which 
the  contracting  officer,  it  is  AF  policy  to  have  been  supplied  or  completed.  It  is 


policy  to  encourage  and  develop  competi¬ 
tion  and  to  negotiate  close,  firm  prices 
whenever  possible.  The  incentive,  or 
increased  profit  approach,  should  be  ap¬ 
plied  in  negotiation,  recognizing  that 
profit  is  the  motivating  force  in  inducing 
contractors  to  use  labor  and  materials 

economically  and  efficiently.  Pricing  by  subparagraphs  (2),  (3) 
cannot  be  reduced  to  a  few  simple  terms  this  paragraph  may  be  restricted  by  pro' 
or  formulas.  In  the  long  run,  sound  visions  in  the  contract, 
pricing  is  an  art  requiring  the  exercise  of 
common  sense,  a  keen  sense  of  fairness, 
and  a  recognition  of  certain  basic  pricing 
considerations. 

§  1003.801-1  Importance  of  sound 
pricing.  Air  Force  appropriations  con¬ 
stitute  a  substantial  share  of  the  defense 
budget  and  expenditures  thereunder 
have  a  tangible  effect  upon  the  stability 
and  health  of  the  national  economy. 

The  Air  Force  is  responsible  for  spending 
these  public  funds  wisely  and  judiciously 
to  obtain  the  supplies  and  services  neces¬ 
sary  to  carry  out  its  assigned  mission. 

Close,  sound  pricing  is  a  logical  aid  in  the 
discharge  of  this  responsibility.  Its  ob¬ 
jectives  are  to: 

(a)  Make  the  most  economical  use  of 
appropriated  funds. 

(b)  Provide  an  incentive  to  contrac¬ 
tors  to  minimize  the  cost  of  contract  per¬ 
formance. 

(c)  Minffhize  Government  and  .con¬ 
tractor  administrative  expense. 

(d)  Avoid  budgetary  adjustments  and 
deficits. 

(e)  Avoid  the  generation  of  excessive 
profits  and  inflation. 

§  1003.801-2  Responsibility,  (a)  The 
contracting  officer,  aided  by  supervisory, 
technical,  and  management  personnel, 
will  obtain  fair  arid  reasonable  prices  in 
buying  AF  equipment  and  services. 

Pricing  offices  are  available  to  aid  the 
contracting  officer  in  this  endeavor. 

These  offices  are  staffed  with  pricing 
specialists  whose  main  duty  is  to  assist 
the  contracting  officer  in  resolving  the 
more  complex  pricing  problems.  The 
contracting  officer,  at  his  discretion,  will 
seek  the  advice  of  these  analysts  on  im¬ 
portant  pricing  matters.  It  is  well  to 
bear  in  mind  that  the  more  these  offices 
are  burdened  with  simple  and  routine 
requests,  the  less  time  they  have  to  de¬ 
vote  to  complex  matters  requiring  more 
intensive  analysis.  However,  the  final 
negotiation  of  price,  including  price 
redetermination  and  cost  estimating, 
remains  the  responsibility  of  the  con¬ 
tracting  officer. 

(b)  This  pricing  responsibility  of  the 
procuring  contracting  officer  is  assigned 
to  the  administrative  contracting  officer 
in  the  following  instances: 

(1)  Where  an  existing  contract  pro¬ 
vides  for  retroactive  price  redetermina¬ 
tion  after  completion  of  the  contract. 

Fixed-price-incentive  contracts  are  not 
included  in  this  assignment. 

(2)  Where  AF  equipment,  including 
spare  parts,  ground  handling  equipment, 
special  tools,  and  test  equipment,  is  pro¬ 
cured  by  open  contracts.  This  assign¬ 
ment  includes  both  initial  pricing  of 
exhibits  and  price  redetermination,  if 
any. 

(3)  Where  support  Items  are  procured 
under  a  provisioning  document  concur¬ 
rently  with  the  end  items  to  which  they 
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-Mioarative  price  technique  may  be  ade- 
Iluate  to  assure  reasonableness  of  price; 
SJere  competition  is  not  present  and  the 
*  urement  involves  a  substantial  dol¬ 
lar  amount,  cost  analysis  generally  will 
necessary;  in  retroactive  repricing, 
lost  analysis  must  be  employed. 

(b)  Detailed  cost  analysis,  as  a  part 
of  price  analysis,  normally  be  required 
under  the  following  circumstances  (they 
should  not  be  required  normally  on  pro¬ 
curements  below  $50,000)  when: 

(1)  It  is  proposed  to  award  a  contract 
toother  than  the  low  bidder. 

(2)  The  prices  quoted  appear  to  be 
either  too  high  or  too  low  by  comparison 
fith  previous  or  current  quotations,  or 
mistakes  in  estimates  appear  possible. 

(3)  It  is  proposed  to  award  a  contract 
of  a  significant  dollar  amount  to  a  sole 
source  supplier. 

(4)  A  contract  represents  a  substan¬ 
tial  portion  of  a  contractor’s  total  volume 
of  business. 

(5)  New  or  radically  modified  equip¬ 
ment  in  a  significance  dollar  amount  is 
being  purchased  for  the  first  time. 

(6)  A  price  redeterminable  or  cost- 
reimbursement-type  contract  is  contem¬ 
plated. 

,(7)  Other  circumstances  indicate  the 
need  for  detailed  analysis. 

1 1003.804- 4  Cost  analysis.  Cost  anal¬ 
ysis  is  the  technique  of  evaluating  specific 
elements  of  cost  or  price  to  ascertain 
whether  the  cost  of  any  elements  can  be 
influenced  by  closer  pricing.  The  aim  of 
this  technique  is  not  to  control  profits, 
but  rather  to  encourage  cost  control  and 
reduction.  Excessive  profits  are  gener¬ 
ated  more  from  the  inclusion  in  prices  of 
contingencies  which  do  not  occur,  and 
from  other  causes  of  overestimating  than 
from  overstatement  of  profit  allowances 
themselves.  Cost  analysis  is  concerned 
not  only  with  the  reasonableness  of 
amounts  but  also  with  the  necessity  for 
incurrence  of  certain  estimated  costs. 

1 1003.805  Major  elements  of  price. 

1 1003.805- 2  Fixed,  variable,  and 
nixed  categories  of  cost,  (a)  Fixed  costs 
are  costs  which  result  from  a  contractor 
being  in  business.  They  represent: 
Money  which  a  contractor  has  already 
put  into  buildings  or  production  machin¬ 
ery,  and  money  which  will  have  to  be  paid 
out  in  the  future  regardless  of  the  num¬ 
ber  of  units  produced  in  the  plant,  such 
as  property  taxes. 

(b)  Variable  costs  are  costs  which  a 
contractor  incurs  specifically  in  the  per- 
fonnance  of  a  given  contract.  They  rep¬ 
resent  cash  which  must  be  paid  out  cur¬ 
rently  or  in  the  future  to  enable  per¬ 
formance.  Variable  costs  include  such 
kerns  as  direct  material,  direct  labor  and 
naintenance  costs  due  to  wear  and  tear 
of  buildings  and  equipment  as  a  result  of 
the  work  performed.  They  do  not  in- 
dude  such  costs  as  obsolescence,  which 
would  occur  whether  a  contractor’s  facil- 
s  kies  were  idle  or  usefully  employed. 

'  (c)  There  are  many  types  of  costs 
which  are  partly  variable  and  partly 
tod,  commonly  known  as  mixed  costs. 

■  1 1003.805-3  Direct  and  indirect  costs. 
t»)  Because  costs  are  not  easily  divisible 
for  accounting  purposes  into  fixed  and 


variable  costs,  particularly  because  of  the 
mixed  variety,  accountants  usually  con¬ 
sider  costs  in  terms  of  difect  or  indirect 
costs. 

(b)  Direct  costs  are  costs  which  can  be 
closely  and  directly  associated  with  a 
product  so  that  it  is  possible  to  determine 
the  amount  of  cost  attributable  to  a 
single  unit,  lot,  or  product  line.  They 
normally  constitute  the  most  significant 
cost  elements  of  price,  and  afford  the 
greatest  opportunity  for  cost  reduction. 
There  are  three  major  types  of  direct 
costs:  direct  materials,  purchased  parts 
or  components,  including  subcontracting, 
and  direct  labor  (engineering,  tooling, 
manufacturing,  etc.) . 

(c)  Indirect  costs  are  those  costs  which 
it  is  difficult  or  impossible  to  ascribe  to 
a  specific  unit  or  lot  of  production. 
These  costs  are  also  referred  to  as  over¬ 
head  or  burden.  There  are  three  funda¬ 
mentally  different  types  of  indirect  costs: 
(1)  Fixed  overhead,  or  indirect  costs, 
represent  such  fixed  items  as  property 
taxes  and  plant  insurance.  Since  these 
costs  must  be  paid  whether  anything  is 
produced,  it  is  impossible  to  say  that  any 
particular  unit  or  product,  or  contract  is 
responsible  for  generating  such  costs. 
These  costs  must  be  allocated  on  some 
basis  to  the  products  sold  if  a  company 
is  to  recover  such  costs.  (2)  Semivari- 
able  overhead  costs  are  costs  which  are 
partly  fixed  and  partly  variable,  like  the 
cost  of  lighting  cited  above.  Common 
examples  of  such  costs  are  heat,  light, 
maintenance,  and  factory  supervision. 
As  in  the  case  of  fixed  overhead  costs,  it 
is  impossible  to.  ascribe  a  particular 
amount  of  such  costs  to  a  unit  or  lot  of 
production.  (3)  Overhead  often  includes 
another  group  of  costs,  which  are  partly 
fixed  and  partly  variable,  known  as  start¬ 
up  or  preproduction  costs.  These  costs 
are  incurred  specifically  for  the  purpose 
of  getting  into  production,  but  fixed  in 
amount  regardless  of  the  number  of  units 
produced.  These  costs  often  create  pe¬ 
culiar  problems  in  allocation,  and  fre¬ 
quently  it  is  possible  and  often  desirable 
to  account  for  a  portion  of  these  costs 
on  a  direct  costing  basis. 

§  1003.805-4  Cost  accounting  systems. 
(a)  Costs  usually  are  accounted  for  in 
business  in  one  of  two  general  ways,  al¬ 
though  there  are  variations:  Actual  or 
historical  costs  or  estimated  or  standard 
costs.  Depending  upon  the  type  of  pro¬ 
duction,  and  other  criteria,  these  costs 
may  be  recorded  under  either  job  or 
process  cost  systems.  The  actual  cost 
system  is  designed  to  accumulate  the 
costs  (hours  of  labor  times  wage  rates  or 
pounds  of  material  times  price  per 
pound,  for  examples)  for  each  unit  of 
product,  process,  or  department  through 
which  the  work  is  put,  or  for  each  con¬ 
tract  or  purchase  order.  In  either  case, 
costs  are  accumulated  after  they  have 
been  incurred.  The  system  based  upon 
predetermined  estimates  or  standards 
establishes  in  advance  of  production  the 
value  of  labor  and  material  that  will  be 
used  in  each  unit  of  production  in  each 
department  or  process  through  which  the 
work  will  prbgress.  These  estimates  or 
standards  may  be  compared  with  actual 
costs  incurred  to  determine  variations 
from  estimate  or  standard  so  that  causes 


of  unfavorable  variations  can  be  elimi¬ 
nated. 

(b)  Either  system  of  accounting  is  ac¬ 
ceptable  in  developing  data  in  support  of 
estimates  for  pricing  purposes,  providing 
it  is  well  conceived  in  the  circumstances 
and  soundly  and  consistently  applied. 
To  ascertain  these  points,  systems  sur¬ 
veys  may  be  made  by  cognizant  Govern¬ 
ment  audit  agencies  upon  the  request  of 
the  contracting  officer.  (See  S  1015.153 
of  this  chapter.) 

§  1003.805-6  Direct  labor,  (a)  Direct 
labor  constitutes  the  other  significant 
and  major  cost  element  in  AF  pricing. 
There  are  three  important  pricing  con¬ 
siderations  involved  in  direct  labor  costs: 
(1)  The  number  of  hours  estimated  to 
perform  the  work,  (2)  the  wage  rate  per 
hour  of  work,  and  (3)  overtime. 

§  1003.803-7  Preproduction  or  startup 
costs,  (a)  Preproduction  costs  are  usu¬ 
ally  substantial  in  the  initial  procure¬ 
ment  of  complex  items.  These  costs  can 
be  attributed  td  a  particular  production 
item,  but  they  are  not  affected  by  any 
particular  unit.  The  treatment  afforded 
these  costs  in  pricing  is  significant  in 
price  redeterminations  and  subsequent 
production  runs  and  unless  they  are  seg¬ 
regated  and  allocated  carefully  as  non¬ 
recurring  costs  in  the  initial  pricing 
negotiation  it  will  be  difficult  to  price 
subsequently  on  a  sound  basis.  The 
chief  elements  in  startup  costs  are  the 
following:  (1)  Design  or  product  engi¬ 
neering,  or  both,  (2)  plant  rearrange¬ 
ment  and  installation  of  equipment,  (3) 
training  of  labor  force,  (4)  tools,  dies, 
jigs,  and  fixtures,  and  (5)  purchase  of 
new  equipment. 

(b)  For  accounting  purposes 'prepro¬ 
duction  costs  may  be  treated  as  direct 
or  indirect  costs,  or  both.  They  may  be 
prorated  to  the  units  produced  over  one 
or  more  contracts,  or  to  a  portion  of  the 
units  produced  on  one  contract.  If  pre- 
production  costs  are  prorated  over  an 
initial  production  quantity,  care  must  be 
exercised  in  subsequent  pricing  to  deter¬ 
mine  that  no  such  costs  are  projected  in 
follow-on  procurements.  If  all  or  a  part 
of  these  costs  are  included  in  overhead, 
care  must  be  exercised  in  determining 
reasonable  overhead  rates  for  the  f uture, 
for  the  inclusion  of  such  costs  in  over¬ 
head  tends  to  increase  such  accounts 
temporarily. 

§  1003.805-8  Factory  overhead,  (a) 
Factory  overhead,  or  indirect  manufac¬ 
turing  expense,  often  constitutes  an  im¬ 
portant  cost  element  of  price.  The  rela¬ 
tionship  between  direct  labor  estimates 
and  overheads  has  been  noted.  It  is 
often  more  fruitful  in  price  analyses  to 
establish  the  reliability  and  reasonable¬ 
ness  of  direct  labor  estimates  than  to 
become  preoccupied  with  the  applica¬ 
bility  of  component  elements  of  over¬ 
head  costs.  The  reasonableness  and 
pertinence  of  elements  of  overhead  costs 
to  pricing  are  not  as  readily  determined 
as  direct  costs. 

(b)  In  evaluating  overhead  projec¬ 
tions,  or  forecasts,  relating  to  an  AF( 
contract,  the  following  procedures  are 
suggested  where  the  total  overhead  pool  j 
can  be  ascertained  for  a  company,  divi-  i 
sion,  or  department,  whichever  may  be 
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jertinent:  Cl)  Determine -that  the  pe-  mission.  Others  can  be  identified  with  §  1003.903  Air  Force  Emergency  Fa. 
:iod  considered  in  estimating  overhead  certain  product  lines,  or  certain  types  of  duties  Depreciation  Board,  (a) 
josts  is  consistent  with  the  type  of  con-  customers  such  as  advertising  of  specific  Commander,  AMC,  will  establish  and 
tract  or  of  pricing  action  contemplated,-  lines  of  items  or  in  specific  trade  jour-  appoint  a  board  designated  the  “TI 
(2)  review  the  component  elements  of  nals.  Certain  of  these  expenses  such  as  Force  Emergency  Facilities  Depreciation 
overhead  for  applicability  to  AF  con-  institutional  advertising  are  in  the  gray  Board”  (hereinafter  referred  to  as  the 
tracts,  (3)  establish  an  estimate  of  the  area  as  to  allocability  and  must  be  al-  Board).  The  Board  will  consist  of  three 
total  amount  of  applicable  overhead  located  on  some  arbitrary  basis.  Com-  members,  one  of  whom  will  be  designated 
costs,  and  (4)  arrive  at  a  reasonable  mon  bases  for  estimating  selling  expenses  chairman.  Any  two  members  of  the 
estimate  of  the  overhead  dollars  to  a  are  total  cost  and  selling  price.  It  is  gen-  Board  will  constitute  a  quorum.  The 
specific  contract.  eral  AF  policy  that  selling  expenses  be  ex-  concurrence  of  any  two  members  of  the 

(c)  In  any  review  of  the  component  eluded  as  costs  in  pricing  unless  they  can  Board  will  be  necessary  in  arriving  at 
elements  of  overhead  it  may  be  noted  be  shown  to  be  beneficial  to  the  Air  Force  decisions  of  the  Board, 
that  there  are  three  distinct  categories  or  incidental  to  and  required  for  the  per-  (b)  The  Board,  upon  written  requests 
Df  expense:  (1)  Indirect  labor,  consist-  formance  of  a  contract.  Clearly  the  ad-  of  the  contractors  therefor,  will  deter, 
ing  of  such  items  as  foremen  or  mainte-  vertising  of  a  commercial  product  in  mine  true  depreciation  of  emergency 
nance  men,  (2)  indirect  supplies  such  as  popular  magazines  does  not  appear  to  facilities  for  which  the  Defense  Produc- 
Lubricating  oils  or  cleaning  compounds,  benefit  the  Air  Force  nor  do  bad-debt  tion  Administration  or  the  Office  of  De. 
and  (3)  fixed  charges  such  as  deprecia-  losses.  fense  Mobilization  (ODM)  issues  or  has 

tion  on  plant  and  equipment,  rent,  prop-  .  ,nn,  ..  ~  „  ..  issued  Certificates  of  Necessity,  in  ac- 

erty  taxes,  or  plant  insurance.  There  Go\,e"Lc^  eordance  with  the  basic  principles  m 

are  no  simple  rules  governing  the  appli-  £  ®  ^  Sr  other  Provisions  of  Department  of  De- 

cability  of  such  costs  for  pricing  pur-  ba  fense  Instruction  4105.34.  The  deter- 

poses  other  than  reasonableness  and  on  S  tw  minations  of  the  Board  will  be  binding 

necessary  incidence  to  the  performance  !i**f®rpri0£v nn  ^  upon  a11  AF  PurchasinS  and  contract 

of  Government  contracts.  Among  some  S  F°  i?  ,5?*  auditinS  activities  and  other  military 

of  the  more  troublesome  elements  which  departments  with  respect  to  the  amount 

may  require  negotiation  are  such  factors  n{ated  as  a  percent,  of  c0.st-  Some  sup-  of  true  depreciation  which  will  be  used 
as  depreciation,  general  research  pro-  by  such  activities  in  computing  and  al- 

grams,  strikes,  pension  and  retirement  estinaates  to  sales,  but  these  quotations  locating  depreciation  costs  of  emergency 
plans,  bonus  plans,  and  travel  expense.  can  ^  readlly  converted  to  a  cost  basis,  facilities  covered  by  Certificates  of 
When  items  ordinarily  treated  as  indi-  §  1003.806  Special  pricing  instruc -  Necessity  in  the  contract  pricing  of  nego- 
rect  costs  are  included  in  an  estimate  as  tions.  tiated  contracts.  The  Board  will  desig- 

direct  costs,  similar  costs  applicable  to  nnn,flfte  .  D  .  .  »««««-♦  nate  a  liasion  representative  to  act  with 

other  work  of  the  contractor  should  be  VLl  representatives  of  the  Departments  of 

eliminated  from  the  overhead  pool.  *  Sfn ’ Irf  the  Army  and  Navy  to  Perform  such  co- 

.  OAC  n  ~  i  .  -  .  .  .  terr?  suPPort  items  will  include  spare  ordinating  functions  as  may  be  required 
§  1003.805-9  General  and  admimstra-  parts,  modification  kits,  technical  data,  under  DOD  Instruction  4105  34 
tive  expense.  This  category  includes  the  ground  handling  equipment,  special  tools,  (C)  Requests  for  determination  of  true 
expenses  of  a  company’s  general  offices  and  test  equipment.  Where  instructions  depreciation  with  respect  to  Certificates 
fu<2 1  as  supervisor’s  salaries  .rent,  heat,  obviously  apply  only  to  one  of  these  0f  Necessity  will  be  submitted  by  the  con- 
light,  office  equipment,  and  clerical  and  categories,  that  particular  group  will  be  tractors  to  the  Board  throueh  thP  art 
stenographic  salaries.  Selling  expense  is  cited.  ministrative  contracting  officer.  In  the 

either  included  in  this  account,  or  ac-  (b)  Techniques.  In  general  the  pric-  event  the  contractor  sends  the  request 

counted  for  separately.  Allocation  of  ing  policies  and  methods  of  analyzing  directly  to  the  Board,  it  will  be  the  re- 
general  and  administrative  expense  is  contractors  proposals  also  apply  to  the  sponsibility  of  the  Board  to  provide  the 
usually  accomplished  on  a  dollar  basis  in  negotiation  of  spare  parts  contracts,  appropriate  administrative  contracting 
one  of  two  ways:  (a)  On  an  “input”  basis  Spare  parts  will  usually  be  priced  in  the  officer  with  a  copy  of  the  request.  In  its 
as  a  factor  of  total  manufacturing  costs,  same  manner  as  the  end  items,  when  discretion,  the  Board  may: 
or  (b)  on  an  “output”  basis  as  a  factor  produced  concurrently  and  when  spare  a>  Provide  for  hearing  oral  presents* 
of  cost  of  sales.  This  type  of  indirect  parts  volume  was  taken  into  considera-  tions  by  contractors, 
expense  neither  lends  itself  to,  nor  re-  tion  in  establishing  prices  for  the  end  (2)  Conduct  plant  visits  by  its  mem- 
quires  the  degree  of,  departmentalization  items.  However,  if  conditions  existing  bers  or  representatives, 
that  can  be  applied  to  factory  overhead,  at  the  time  of  pricing  the  end  items  have  (3)  Develop  by  other  available  means 
General  and  administrative  expense  does,  changed,  the  established  price  level  may  the  facts  required  for  making  a 
however,  comprise  several  component  no  longer  be  valid.  In  that  event,  it  will  determination, 
elements  that  may  require  analysis  and  be  the  responsibility  of  the  contracting  .  ,AAOnAO  _  T  *-  *  rr 

special  consideration,  such  as  the  reason-  officer  to  negotiate  fair  and  reasonable  s  1003.903-1  Delegation  of  authority, 

ableness  of  total  executive  compensation,  prices  after  giving  due  consideration  to  Authority  to  appoint  members  of  tne 

(For  treatment  of  costs  of  salaries  and  changes  in  volume,  business  trends,  pro-  r°a^d  aPd  t(?  designate  a  chairman  (set 

wages  see  Subpart  I,  Part  1054  of  this  duction  methods,  or  other  pertinent  §  1003.903)  has  been  rielegated  by  tte 

chapter.)  Financing  charges,  such  as  factors.  Commander  AMC  to  the  Director  o! 

interest  and  bond  discount,  usually  ap-  ........  ,  Procurement  and  Production.  HqAM, 

pear  as  separate  items  In  an  operating  2SL£5£2N£  with power  of  redelegatlon to  the Depttj 

statement,  but  regardless  of  the  manner  NEce«  ty  coS.ee,  Director/Procurement,  Hq  AMC.  Such 

presented  by  the  contractor  these  items  NECES5ITY  f0*  CONT,ACT  PUI,rosES  .redelegation  has  been  made, 

normally  are  excluded  in  pricing  con-  §  1003.902  Definitions,  (a)  The  term  §  1003.904  Department  of  Defense  In- 
siderations  on  the  basis  that  it  is  the  ‘‘Board”  as  used  herein  means  the  “Air  struction  No.  4105.34.  DOD  Instruction 
responsibility  of  the  contractor  to  pro-  Force  Emergency  Facilities  Depreciation  4105.34,  July  1,  1954,  subject:  “Treat* 
vide  adequate  financing,  and  the  costs  in-  Board”  (MCPPB-1),  appointed  by  the  ment  of  Depreciation  on  Emergency 

curred  in  providing  that  financing  should  Commander,  AMC,  or  his  duly  authorized  Facilities  Covered  by  Certificates  of 

be  borne  by  the  contractor.  representative,  and  located  at  Hq  AMC.  Necessity  for  Contract  Pricing  Pur- 

§  1003.805-10  Selling  expense.  This  <b>  The  term  “normal  depreciation”  Poses,”  reads  as  follows: 
category  Includes  expenses  incident  to  as  used  herein  means  the  depreciation  Purpose 

the  marketing,  distributing,  and  selling  rate  currently  approved  by  the  Internal  The  purpoee  of  this  instruction  to  to 
of  products,  such  as  salesmen’s  salaries  Revenue  Service  for  income  tax  purposes,  restate  and  amend  Department  of  P**®* 
and  commissions,  sales  office  expenses,  (c)  The  term  “true  depreciation”  as  it f  Defrmo-u?bAmend- 

and  advertising.  Some  selling  expense  used  herein  is  defined  in  paragraph  m  mrent  i,°isued  by°  the*  Acting  Director  at 
can  be  allocated  directly  to  specific  types  of  Department  of  Defense  Instruction  Defense’ Mobilization,  effective  21  July 
of  sales,  for  example,  a  salesman’s  com-  4105.34.  (See  §  1003.904.)  as  amended  by  Amendment  2,  issued  by  tin 
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tor  of  Defense  Mobilization,  effective  10 
°  1954  with  respect  to  the  extent  to 

*“L  accelerated  amortization  may  be  al- 
«ed  as  a  cost  in  negotiated  contract  prlc- 
loW  The  pertinent  paragraphs  of  this 
Amended  order  read  as  follows: 

B  For  the  purpose  of  cost  computations  in 
cotiated  contract  pricing,  true  deprecia- 
ftnn  which  includes  any  extraordinary  obso- 
Ifcence  reasonably  assignable  to  the  emer- 
ie~L  period,  is  allowable.  Any  accelerated 
amortization  of  depreciation  which  is  in  ex- 
of  true  depreciation,  regardless  of 
C<hether  such  excess  is  included  in  tax 
unortization  certificates,  is  not  allowable  as 
Jn  element  of  cost  in  negotiated  contract 
pricing. 

7  It  is  recognized  that  cost  determination 
In  negotiated  contract  pricing  is  a  function 
rf  the  procurement  agency  concerned.  With 
«spect  to  facilities  to  be  used  in  the  per¬ 
formance  of  negotiated  contracts  for  which 
certificates  have  been  or  will  be  issued,  the 
procurement  agencies  concerned  will,  to  the 
«tent  required  for  the  purpose  of  cost  com¬ 
putations  in  connection  with  the  negotiation 
of  contract  prices,  have  the  responsibility  for 
determining  true  depreciation.  The  Office 
of  Defense  Mobilization  will,  on  request,  fur¬ 
nish  the  procurement  agency  concerned  with 
such  information  as  it  has  or  is  readily  avail  - 
sble  to  it  which  is  pertinent  to  the  determi¬ 
nation  of  true  depreciation. 

II.  Applicability 

A.  The  principles  and  procedures  set  forth 
jn  this  Instruction  shall  be  applicable  in  the 
consideration  of  costs  for  purposes  of  pricing 
or  repricing  of  all  negotiated  contracts  of  the 
Departments  of  the  Army,  Navy,  and  Air 
Ihrce,  the  performance  of  which  requires  the 
use  of  emergency  facilities.  The  term  “ne- 
rotiated  contracts,”  as  used  herein,  means 
all  contracts,  other  than  those  awarded  pur¬ 
suant  to  formal  advertising,  in  which  costs 
are  a  factor  in  contract  pricing;  it  includes 
eost-reimbursement-type  contracts,  con¬ 
tracts  containing  price  redetermination 
clauses,  incentive-type  contracts,  and  fixed- 
price  contracts  where  estimated  costs 
are  used  in  negotiating  firm  prices.  The 
term  “negotiated  contracts,”  as  used  herein, 
also  covers  subcontracts  of  the  same  types 
as  prime  contracts  to  the  extent  that  the 
policies  of  the  respective  military  depart¬ 
ments  make  their  representatives  responsible 
for  the  approval  or  disapproval  of  prices  or 
costs  of  such  subcontracts.  With  respect  to 
subcontracts  under  negotiated  prime  con¬ 
tracts  the  procurement  agency  concerned 
shall  have  no  greater  responsibility  than 
heretofore. 

B.  These  principles  and  procedures  shall 
be  applicable  to  all  negotiated  contracts 
placed  after  the  effective  date  hereof  and 
to  all  existing  negotiated  contracts  (includ¬ 
ing  letters  of  intent)  at  that  date  where 
firm  prices  have  not  been  finally  determined 
or  redetermined  and  to  all  existing  cost- 
reimbursement-type  contracts  not  completed 
at  that  date  except  as  to  predetermined  over¬ 
head  rates  or  fixed  amounts  of  overhead 
which  have  finally  been  agreed  upon  for 
particular  periods. 

III.  Basic  Principles 

A.  As  Indicated  by  DMO-11,  Amendment 
1,  “for  the  purpose  of  cost  computations  in 
negotiated  contract  pricing,  true  deprecia¬ 
tion  which  includes  extraordinary  obsoles¬ 
cence  reasonably  assignable  to  the  emer¬ 
gency  period,  is  allowable.  Any  accelerated 
amortization  of  emergency  facilities  which  is 
in  excess  of  true  depreciation,  regardless  of 
whether  such  excess  is  included  in  tax  amor¬ 
tization  certificates,  is  not  allowable  as  an 
element  of  cost  in  negotiated  contract  pric¬ 
ing.” 

B.  The  meaning  of  the  term  "true  depre¬ 
dation”  shall  conform  to  the  generally  ac- 
cepted  concept  of  depreciation  accounting 


which  may  be  defined  as  follows:  A  system 
of  accounting  which  aims  to  distribute  to  the 
cost  of  operations,  the  cost  of  capital  assets 
calculated  to  have  expired  for  any  account¬ 
ing  period  due  to  such  causes  as  wear  and 
tear,  action  of  the  elements,  and  prospective 
inadequacy  or  obsolescence.  Obsolescence 
of  facilities  may  be  brought  about  by  reduced 
economic  utility  of  facilities  without  loss  of 
productive  utility,  such  as  by  technological 
changes  affecting  the  demand  for  the  prod¬ 
ucts  of  an  industry,  as  well  as  by  changes 
affecting  the  economic  use  of  individual  ma¬ 
chines.  Special  requirements  for  relocation 
of  facilities  may  also  result  in  obsolescence. 

C.  Obsolescence  of  emergency  facilities  due 
to  prospective  loss  of  economic  utility  after 
the  emergency  period  is  a  special  hazard  in 
some  industries.  However,  in  some  cases  pos¬ 
sible  overcapacity  in  an  industry  is  really 
represented  in  preexisting  facilities  which 
are  in  fact  obsolete;  in  such  cases  the  new 
facilities  may  be  expected  to  displace  the  old 
facilities  after  the  emergency,  and  it  may  not 
be  said  necessarily  that  there  is  extraordinary 
obolescence  applicable  to  the  new  facilities 
during  the  emergency  period.  In  cases  where 
the  introduction  of  emergency  facilities  may 
cause  prospective  obsolescence  of  existing  fa¬ 
cilities  after  the  emergency  period  (when 
6uch  existing  facilities  are  not  already  obso¬ 
lete,  in  fact),  true  depreciation  for  emer¬ 
gency  facilities  should  not  include  allow¬ 
ances  for  prospective  extraordinary  obso¬ 
lescence  of  the  existing  facilities;  however, 
in  such  cases  extraordinary  obsolescence  ap¬ 
plicable  to  the  existing  facilities,  when  used 
in  military  production,  should  be  considered 
separately  to  the  extent  appropriate  in  the 
circumstances. 

D.  In  the  case  of  emergency  facilities 
covered  by  Certificates  of  Necessity,  for  the 
purpose  of  depreciation  computations  in 
contract  pricing,  and  arbitrary  assignment 
of  five  years  from  date  of  completion  of  con¬ 
struction  or  acquisition  of  the  respective 
facilities  shall  be  made  as  representing  the 
period  of  the  emergency.  The  entire  cost  of 
such  facilities  first  shall  be  fairly  appor¬ 
tioned  as  between  the  emergency  period  and 
the  post-emergency  period;  secondly,  the 
portion  of  the  cost  of  such  facilities  assigned 
to  the  emergency  period  shall  be  prorated 
over  the  fiscal  periods  thereof  for  purposes 
of  determining  overhead  costs  in  any  fiscal 
period  to  be  allocated  to  the  cost  of  per¬ 
formance  of  defense  or  other  contracts. 

E.  The  allocation  of  the  cost  of  facilities  as 
between  the  emergency  period  and  post¬ 
emergency  period  shall  be  made  with  con¬ 
sideration  of  the  following : 

1.  The  estimated  prospective  post-emer¬ 
gency  usefulness  of  the  facilities  in  number 
of  years  of  useful  productive  life.  Considera¬ 
tion  should  be  given  to  the  post-emergency 
use  (both  civilian  and  military)  which  it  is 
expected  the  facilities  will  have.  In  this 
connection,  the  character  of  the  expected 
post-emergency  use  may  be  different  than 
the  emergency-period  use. 

2.  The  additional  costs  of  special-construc¬ 
tion  features  of  the  facilities  fairly  assign¬ 
able  exclusively  to  defense  requirements. 

3.  Subject  to  the  application  of  the  prin¬ 
ciples  outlined  herein,  consideration  shall  be 
given  to  the  portion  of  the  cost  of  emergency 
facilities  certified  for  amortization  plus  so- 
called  normal  depreciation  for  tax  purposes 
during  the  emergency  period  on  the  uncerti¬ 
fied  portion  of  the  cost  of  such  facilities. 
(See  particularly  paragraphs  F  and  G  of  this 
section.) 

4.  The  normal  peacetime  life  facilities 
having  a  normal  peacetime  utility.  If  Bulle¬ 
tin  F  of  the  Bureau  of  Internal  Revenue  is 
used  in  connection  herewith,  care  must  be 
exercised  in  its  use,  as  its  data  may  not  be 
typical  of  any  specific  contractor  or  industry, 
especially  in  the  emergency  period. 

It  must  be  emphasized  that  this  is  a  process 
of  cost  allocation  which  does  not  contem¬ 


plate  an  appraisal  of  the  resale  value  (other 
than  residual  salvage  value)  or  replacement 
cost  of  emergency  facilities  at  the  end  of 
the  emergency  period.  Potential  "use  value” 
to  the  particular  contractor  concerned  after 
the  emergency  period  should  be  the  primary 
basis  on  which  loss  of  economic  usefulness, 
and  therefore  true  depreciation,  is  deter¬ 
mined. 

F.  Certificates  of  Necessity  have  been 
Issued  in  some  cases  providing  for  the  amor¬ 
tization  of  emergency  facilities  for  tax  pur¬ 
poses  during  the  emergency  period  in 
amounts  in  excess  of  true  depreciation.  It 
is  also  possible  that  Certificates  of  Necessity 
may  have  been  issued  in  isolated  cases  pro¬ 
viding  for  the  amortization  of  emergency 
facilities  for  tax  purposes  in  amounts  less 
than  true  depreciation.  Such  variances  may 
be  attributable  to  the  granting  of  other  in¬ 
centives  than  true  depreciation,  or  to  the 
practice  of  following  industry-wide  patterns 
of  certification  without  reference  to  true  de¬ 
preciation  in  specific  cases.  The  excess  of 
tax  amortization  over  estimated  true  depre¬ 
ciation  shall  not  be  allowable  as  a  cost  for 
the  purpose  of  pricing  negotiated  contracts, 
either  directly  or  indirectly  as  a  factor  of 
"contingencies”  or  profit  allowance. 

G.  It  is  the  intent  of  this  instruction  to 
give  contractors  a  reasonable  and  properly 
allocable  allowance  to  cover  the  estimated 
loss  of  economic  usefulness  of  their  emer¬ 
gency  facilities  in  production  under  defense 
contracts.  The  procedures  for  determining 
such  allowances  must  be  such  as  will  expe¬ 
dite  determination;  this  requires  avoidance 
of  an  impossible  perfectionism.  There  is  no 
intent  to  limit  the  cost  allowance  to  depre¬ 
ciation  that  would  be  allowable  for  income 
tax  purposes  if  there  were  no  Certificates  of 
Necessity,  nor  to  necessarily  require  that  the 
allowance  be  below  tax  amortization  cov¬ 
ered  by  certificates.  Each  case  must  be 
Judged  on  its  merits  in  the  light  of  these 
principles.  If  the  result  obtained  by  the 
application  of  the  principles  outlined  herein 
indicates  substantial  justification  of  the  total 
amount  of  amortization  and  depreciation 
allowable  for  tax  purposes  during  the  emer¬ 
gency  period,  as  a  reasonable  measure  of 
true  depreciation,  such  amount  shall  be  ac¬ 
cepted,  without  adjustment,  as  true  depre¬ 
ciation.  In  those  Isolated  cases  where  sub¬ 
stantial  Justification  can  be  shown  for  a 
larger  amount  of  true  depreciation  than  the 
total  amount  of  amortization  and  depre¬ 
ciation  allowable  for  tax  purposes  during  the 
emergency  period,  the  larger  amount  shall 
be  allowable  as  a  cost  for  purposes  of  con¬ 
tract  pricing. 

H.  Contract  pricing  for  the  post-emer¬ 
gency  period  will  be  based  upon  allowing 
as  a  cost,  depreciation  on  emergency  facili¬ 
ties,  computed  by  allocating  the  undepreci¬ 
ated  cost  of  such  facilities  as  the  end  of 
the  emergency  period  (cost  less  true  depre¬ 
ciation  for  that  period)  over  the  estimated 
remaining  life  of  the  facilities. 

IV.  Procedures 

A.  Cost  determination  in  negotiated  con¬ 
tract  pricing  is  a  function  of  the  procure¬ 
ment  agency  concerned.  With  respect  to 
emergency  facilities  used  in  the  performance 
of  negotiated  contracts  for  which  Certificates 
of  Necessity  have  been  or  will  be  issued,  the 
procurement  agency  concerned  shall  be  solely 
responsible  for  estimates  of  such  depreciation 
for  contract  pricing  purposes  in  the  light  of 
the  principles  set  forth  herein.  The  Office 
of  Defense  Mobilization  will,  on  request, 
furnish  the  procurement  agency  concerned 
with  such  information  as-it  has  or  is  read¬ 
ily  available  to  it  which  is  pertinent  to  the 
determination  of  true  depreciation — such 
requests  should  be  held  to  a  minimum. 

B.  In  order  to  expedite  administration  of 
the  determination  of  true  depreciation  for 
the  emergency  period  for  a  specific  contrac- 
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icates  issued  in  connection  with  ai» 
individual  plant  or  location  which  the* 
desire  to  have  considered  for  deternW 
tion  of  true  depreciation  in  connection 
with  defense  contracts,  providing  sepa 
rate  summary  schedules  (see  item  1(e) 
of  §  1003.910-1)  of  those  certificates  is 
sued  prior  to  and  subsequent  to  December 
10,  1952.  Subcontractors  may  similarly 
request  a  determination  of  true  deprecia. 
tion  by  submitting  all  pertinent  infonna* 
tion  to  the  cognizant  prime  contractor 
which  in  turn  may  refer  the  request  toits 
administrative  contracting  officer  for 
transmission  to  the  Board.  If  more  than 
one  prime  contractor  is  involved,  the  sub¬ 
contractor  may  submit  the  request  to  one 
prime  contractor  and  should  not  dupli- 
cate  the  submission  to  other  prime  con¬ 
tractors.  The  administrative  contract¬ 
ing  officer  will  promptly  forward  ail 
requests  to  the  Board  through  the  AMA. 

(b)  Before  proceeding  with  a  case  for 
study  and  review,  the  Board  will  deter- 
mine  that  the  Air  Force  has  jurisdiction 
in  the  case.  Requests  for  determination 
received  by  the  Board,  involving  facilities 
concerning  which  the  Department  of  the 
Army  or  Navy  is  responsible  for  making 
determinations  of  true  depreciation  pur¬ 
suant  to  the  provisions  of  paragraph  IV  E 
of  DOD  Instruction  4105.34,  will  be  for¬ 
warded  by  the  Board  to  the  Emergency 
Facilities  Depreciation  Board  of  the 

Assignments  to 

each  departmental  Board  will  be  made 
according  to  the  provisions  of  paragraph 
IV  E  of  the  above  Instruction.  A  liaison 
committee  consisting  of  one  representa¬ 
tive  to  be  designated  by  each  Board,  in 
addition  to  such  other  functional  duties 
as  may  be  assigned  to  it  by  joint  action 
of  the  three  Boards,  will  make  assign¬ 
ments  in  doubtful  cases  and  will  compile 
and  maintain  a  master  assignment  list. 

(c)  Determinations  of  the  Board  will 
be  transmitted  by  the  Board  to  the  con¬ 


VI.  Implementation 

Such  Implementing  regulations,  directives, 
or  instructions  as  may  be  necessary  shall  be 
issued  within  each  military  department,  and 
copies  shaU  be  furnished  to  the  Assistant 
Secretary  of  Defense  (Comptroller)  and  the 
Assistant  Secretary  of  Defense  (Supply  & 

Logistics)  within  forty-five  (45)  days  from 
date  hereof. 

VII.  Effective  Date 

This  instruction  is  effective  on  the  day  of 
issuance. 

T.  P.  Pike, 

Assistant  Secretary  of  Defense 

( Supply  and  Logistics). 

§  1003.905  Duties  and  responsibilities 
of  Board,  (a)  The  primary  function  of 
the  Board  is  to  determine,  upon  written 
request  of  contractors,  the  amount  of 
true  depreciation  of  emergency  facilities 
covered  by  Certificates  of  Necessity.  In 
making  this  determination  the  Board  is 
authorized  to  rely  upon  the  accuracy  of 
the  information  submitted  by  contrac¬ 
tors  in  accordance  with  §  1003.910.  The 
extent  to  which  depreciation  of  emerg¬ 
ency  facilities  is  considered  to  be  true 
depreciation  will  depend  upon  contrac¬ 
tor’s  demonstration  of  loss  of  economic 
usefulness. 

(b)  In  determining  the  amount  of 
true  depreciation  to  be  apportioned  to 
the  5 -year  emergency  period,  the  Board 
will  consider  as  factors  pertinent  to  the 

case  including  but  not  limited  to  the  responsible  department, 
following: 

(1)  The  reason  the  contractor 
planned  its  expansion  program.  (Con¬ 
sideration  must  be  given  to  rapid  ad¬ 
vances  in  recent  years  both  in  military 
and  commercial  fields  and  normal  facili¬ 
ties  improvements  or  expansions  which 
may  have  been  required  for  the  contrac¬ 
tor  to  maintain  its  competitive  status.) 

(2)  The  depreciation  policy  followed 

by  the  contractor  in  computing  prices 
in  connection  with  commercial  produc¬ 
tion.  tractor  concerned,  AF  procurement  ac- 

Note.  The  effect  on  the  financial  struc-  tivities  concerned,  the  Auditor  General, 
ture  of  the  contractor  of  the  increased  ex-  Headquarters  Liaison  Office,  Wright- 
penditure  for  capital  investments  should  Patterson  Air  Force  Base,  Ohio,  and  the 
have  no  bearing  on  the  determination  of  Emergency  Facilities  Depreciation  Board 
true  depreciation.  0f  the  Departments  of  the  Army  and  the 

(c)  The  Board’s  responsibility  is  Navy.  The  Board  will  make  similar  dis- 

limited  to  determinations  on  facilities  tribution  of  determinations  received 
covered  by  Certificates  of  Necessity.  from  the  Army  and  Navy  Boards. 

(d)  The  Board  will  make  separate  de-  °n  emergency  facilities  covered  by 

terminations  for  each  type  of  facility;  certificates  of  necessity  issued  on  or  after 
e.  g.,  buildings,  machine  tools,  other  Ju*y  1>  19^4>  whenever  a  major  portion 
equipment  of  tlie  cost  of  facilities  in  substwitiil 

(e)  The  Board  will  keep  minutes  of  its  amount  is  to  be  reimbursed  to  a  contra* 
proceedings  and  maintain  a  permanent  t°r  35  ar*  element  of  product  prices  dnr- 
record  of  the  facts  and  other  considera-  *ng  a  relatively  short  period,  it  wifl 
tions  entering  into  the  determinations  expected  in  appropriate  cases  that  coo- 


tor,  It  will  be  appropriate  to  make  overall 
determinations  of  true  depreciation  of  emer¬ 
gency  facilities  covered  by  Certificates  of 
Necessity  on  a  plantwide  or  productwlde  basis 
of  classification  of  such,  faculties  by  such 
groupings  as  may  be  appropriate  in  consid¬ 
eration  of  general  similarity  of  the  facilities 
from  the  standpoint  of  length  of  useful  pro¬ 
ductive  life. 

C.  In  the  case  of  contracts  to  which  this 
instruction  is  applicable  which  are  in  force 
at  the  effective  date  of  this  instruction,  price 
redeterminations,  cost-incentive  adjust¬ 
ments,  and  cost  reimbursements  may  con¬ 
tinue  to  be  made  in  accordance  with  the 
pricing  formula  established  in  the  initial 
pricing  negotiations,  provided  the  contrac¬ 
tors  are  agreeable,  and  provided  there  is  no 
evidence  that  the  contractor  has  been  allowed 
more  than  true  depreciation  in  pricing, 
either  directly  or  indirectly.  When  costs  of 
such  contracts  are  redetermined  in  the  light 
of  the  principles  set  forth  herein,  consid¬ 
eration  shall  be  given  to  possible  redeter¬ 
mination  of  the  entire  allowable  costs  and 
profit  (or  fees) ,  as  pricing  factors,  to  the 
extent  required  to  avoid  excessive  or  dupli¬ 
cate  allowances  in  costs  or  profits  for  such 
true  depreciation.  Allowances  for  contin¬ 
gencies  and  profits  in  Initial  price  negotia¬ 
tions  in  some  cases  may  have  included 
indirect  allowances  for  the  excess  of  true  de¬ 
preciation  or  tax  amortization  over  normal 
depreciation;  in  such  cases  no  more  should 
be  allowed  in  total  pricing  for  this  factor 
than  true  depreciation. 

D.  Contractors  shall  be  required  to  set 
forth  to  the  authorized  representatives  of 
the  procurement  agencies,  all  the  pertinent 
facts  having  a  bearing  on  estimates  of  true 
depreciation  together  with  their  evaluation 
thereof.  Such  authorized  representatives  of 
the  procurement  agencies  wil  be  expected  to 
exercise  reasonable  Judgment  in  their  review 
and  evaluation  of  the  facts  in  arriving  at  es¬ 
timates  of  true  depreciation,  in  the  light  of 
the  basic  principles  set  forth  herein,  recog¬ 
nizing  the  impossibility  of  having  absolutely 
demonstrable  proof  of  the  conclusions 
reached. 

E.  Where  the  emergency  facilities  of  any 
contractor  at  one  plant  or  at  one  general  lo¬ 
cation  are  used  in  the  performance  of  con¬ 
tracts  for  more  than  one  of  the  military  de¬ 
partments,  one  of  these  departments  shall 
make  determinations  of  true  depreciation 
binding  upon  each  other  department.  The 
responsible  department  shall  be  the  one,  if 
any,  having  plant  cognizance  procurement 
assignment;  in  the  absence  of  such  assign¬ 
ment  the  responsible  department  shall  be  the 
one,  if  any,  having  single-service  audit  re¬ 
sponsibility;  otherwise  the  responsible  de¬ 
partment  shall  be  the  one  having  the  largest 
interest  in  effecting  current  procurement  at 
the  time  of  the  determination.  Similarly, 
each  military  department  shall  be  responsi¬ 
ble  for  delegating  responsibility  therein  in  a 
manner  to  avoid  duplications  in  determina¬ 
tions  of  true  depreciation  within  that  de¬ 
partment. 

P.  The  following  additional  procedure  Is 
applicable  to  Emergency  Facilities  covered 
by  Certificates  of  Necessity  issued  after  1 
July  1954: 

Whenever  a  major  portion  of  the  cost  of 
facilities  in  substantial  amount  is  to  be  re¬ 
imbursed  to  a  contractor  as  an  element  of 
product  prices  during  a  relatively  short  pe¬ 
riod,  it  will  be  expected  in  appropriate  cases 
that  consideration  will  be  given  in  negotia¬ 
tion  to  protecting,  by  appropriate  agreement, 
the  Government’s  interest  in  the  continued 
availability  of  the  facilities  for  Defense  use. 

V.  Cancellation 

This  Instruction  cancels  Department  of 
Defense  Directive  4105.34,  dated  10  Decem¬ 
ber  1952,  and  Department  of  Defense  Di¬ 
rective  Transmittal  54-43,  dated  30  April 
1954. 


sideration  will  be  given  in  negotiation  to 
protecting,  by  appropriate  agreement, 
the  Government’s  interest  in  the  con¬ 
tinued  availability  of  the  facilities  for 
defense  use. 

§  1003.907  Duties  and  responsibilities 
of  Industrial  Resources  Division,  Hfl 
AMC,  Industrial  Resources  Division 
(MCPB) ,  Hq  AMC,  in  reviewing  the  need 
for  facilities  for  defense  purposes,  will 
consider  the  possible  cost  to  the  Govern¬ 
ment  of  such  facilities.  If  the  Air  Force 
is  prime  sponsor,  MCPB  will  include,  with 


the  notification  to  ODM  of  the  need  of 
the  facility  for  defense  purposes,  the  re¬ 
quired  data  and  a  statement  of  all  the 
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factual  information  of  the  facility  avail-  prices  for  the  supplies  or  services  called 
able  to  the  Air  Force  which  might  be  for  hereunder  shall  be  negotiated  and 


useful  to  ODM. 

s  1003.908  Duties  and  responsibilities 
niAF  buying  personnel,  (a)  Only  after 
tiie  Board  has  made  a  determination  of 
true  depreciation  will  such  true  depre¬ 
ciation  be  considered  an  allowable  ele¬ 
ment  of  cost. 

(b)  in  negotiating  new  contract  prices 
or  estimated  costs  or  in  redetermining 

rices  or  overhead  rates  on  existing  con¬ 
tracts,  the  cost  of  true  depreciation  may 
be  considered,  subject  to  the  provisions 
of  this  subpart.  Unless  otherwise  pro¬ 
vided  for  by  a  specific  contract  clause, 
price,  ceilings,  and  final  overhead  rates 
which  have  been  firmly  established  are 
pot  subject  to  adjustment. 

(c)  Clauses  providing  for  adjustment 
of  price  because  of  subsequent  determi¬ 
nation  of  true  depreciation  will  not  be 
included  in  any  firm  fixed-price  con¬ 
tract  awarded  on  a  competitive  basis. 

(d)  Existing  cost-reimbursement  type 
contracts  may  be  subject  to  adjustment 
of  allowable  costs,  without  specific 
amendment.  Under  audited  reimburse¬ 
ment  of  overhead,  administrative  con¬ 
tracting  officers  are  authorized  to  re¬ 
imburse  the  cost  of  true  depreciation 
computed  according  to  determination 
of  the  Board  for  the  entire  period  of  the 
contract,  except  where  buyers  have  in¬ 
formed  the  administrative  contracting 
officer  in  writing  that  true  depreciation 
has  been  indirectly  considered  in  negoti¬ 
ation  of  the  fee.  Buyers  are  responsible 
for  examining  active  cost-plus-fixed-fee 
contracts  and  for  notifying  the  adminis¬ 
trative  contracting  officer  of  such  con¬ 
sideration.  Reimbursement  for  true 
depreciation  under  such  circumstances 
depends  upon  fee  adjustment  and  written 
release  from  the  buyer  to  the  administra¬ 
tive  contracting  officer. 

(e)  Certain  contracts,  both  fixed-price 
and  CPFF,  contain  a  clause  which  per¬ 
mits  adjustment  of  price  or  costs  and 
fee  if  the  national-defense  policy 
changed  to  recognize  true  depreciation. 
In  negotiating  such  adjustments  the 
policies  set  forth  in  this  subchapter 
apply. 

(f)  With  regard  to  contracts  currently 
being  negotiated  and  where  a  determina¬ 
tion  has  not  been  made  by  the  Board, 
if  the  contractor  insists  on  the  inclusion 
of  a  clause  providing  for  later  adjust¬ 
ment  of  prices  (or  estimated  costs)  to  re¬ 
flect  the  determination  of  true  depre¬ 
ciation,  the  following  clauses  will  be 
used  as  appropriate : 

(1)  For  currently  negotiated  fixed - 
price  contracts.  Contractor  warrants 
that  the  prices  specified  herein  do  not 
contain  any  element  reflecting  more  than 
normal  depreciation  of  the  emergency 
facilities  constructed  or  acquired  by  the 
contractor  under  Certificates  of  Neces¬ 
sity.  If  the  contractor  elects  to  file  a 
request  for  determination  of -true  de¬ 
preciation  within  12  months  from  date  of 
approval  of  this  contract,  then  within  6 
months  from  the  date  of  such  determina¬ 
tion  made  in  accordance  with  DODI 
4105.34,  dated  1  July  1954,  and  appli¬ 
cable  directives  or  such  additional  times 
the  contracting  officer  may  approve, 
m  equitable  adjustment  of  contract 


evidenced  by  an  amendment  to  this  con¬ 
tract. 

(2)  For  currently  negotiated  final 
rates  of  overhead.  Contractor  warrants 
that  the  final  rate  of  overhead  specified 

herein  for  the  period(s) _ do  not 

contain  any  element  reflecting  more  than 
normal  depreciation  of  emergency  facil¬ 
ities  constructed  or  acquired  by  the  con¬ 
tractor  under  Certificates  of  Necessity. 
If  the  contractor  elects  to  file  a  request 
for  determination  of  true  depreciation 


Information  To  Be  Submitted  bt  Contrac¬ 
tors  to  the  Board  of  Support  Requests 
for  Determination  of  True  Depreciation 
on  Emergency  Facilities  Covered  by  Cer¬ 
tificates  of  Necessity 


The  Contractor  will  submit  to  the  Army, 
Navy,  or  Air  Force  Emergency  Facilities  De¬ 
preciation  Board  (as  appropriate),  his  re¬ 
quest  for  a  determination  of  true  deprecia¬ 
tion  by  an  original  and  four  copies  of  items 
other  than  item  2,  and  three  copies  for 
item  2.  The  request  will  contain  the  infor¬ 
mation  indicated  below.  The  contractor,  to 
the  extent  practicable,  will  include  all  cer¬ 
tificates  issued  in  connection  with  any  indi¬ 


within  12  months  from  date  of  approval  ?<e  de8're®  to 

of  this  contract,  then  within  6  months.  haIe  cons,dered  for  d«*"»ination  of  true 


or  such  additional  time  as  the  contract¬ 
ing  officer  may  approve,  from  the  date  of 
such  determination  made  in  accordance 
with  DODI  4105.34,  dated  1  July  1954, 
and  applicable  directives,  an  equitable 
adjustment  of  final  rate  of  overhead 
specified  above  shall  be  negotiated  and 
evidenced  by  an  amendment  to  this  con¬ 
tract. 

(3)  For  current  price  redetermination 
negotiations.  Contractor  warrants  that 
the  redetermined  prices  specified  herein 
for  the  period(s) _ do  not  con¬ 

tain  any  element  reflecting  more  than 
normal  depreciation  of  emergency  facili¬ 
ties  constructed  or  acquired  by  the  con¬ 
tractor  under  Certificates  of  Necessity. 

If  the  contractor  elects  to  file  a  request 
for  determination  of  true  depreciation 
within  12  months  from  date  of  approval 
of  this  supplemental  agreement,  then 
within  6  months,  or  such  additional  time 
as  the  contracting  officer  may  approve, 
from  the  date  of  such  determination 
made  in  accordance  with  DODI  4105, 
dated  July  1,  1954,  and  applicable  direc¬ 
tives,  an  equitable  adjustment  of  con¬ 
tract  prices  for  the  supplies  or  services 
called  for  hereunder  shall  be  negotiated 
and  evidenced  by  an  amendment  to  this 
contract. 

(g)  Buyers  will  ascertain  from  the 
contractor  the  status  of  settlements  with 
the  Renegotiation  Board  for  prior  years, 
and  if  the  contractor  has  returned  excess 
funds  for  any  period,  no  adjustment  in 
contract  costs  will  be  made  for  that 
period. 

§  1003.910  Contractors *  requests  for 
determinations  of  true  depreciation. 
Requests  for  determination  of  true  de¬ 
preciation  submitted  by  contractors  will : 

(a)  Set  forth  the  information  called 
for  by  §  1003.910-1.  Contractors  are  re¬ 
quired  to  furnish  five  copies  of  the  in¬ 
formation,  properly  certified  (see  (c) 
below),  and  three  copies  of  the  Certifi¬ 
cate  applications  (see  item  2  of 
§  1003.910-1)  including  supporting 
schedules. 

(b)  Be  signed  by  a  responsible  official 
of  the  contractor. 

(c)  Contain  the  following  certification 
by  the  official  signing  the  request: 

I  hereby  certify  that  the  information  con¬ 
tained  in  the  foregoing  request  is  true  and 
correct  to  the  best  of  my  knowledge  and 
belief. 

§  1003.910-1  List  of  contractor  infor¬ 
mation.  Following  is  the  information  to 
be  submitted  by  contractors  to  the  Board 
to  support  requests  for  determination  of 
true  depreciation  on  emergency  facilities 
covered  by  Certificates  of  Necessity: 


depreciation  in  connection  with  the  defense 
contracts.  The  responses  to  these  questions 
may  be  in  narrative  or  tabular  form  as  the 
contractor  deems  best  suited  to  his  circum¬ 
stances  with  such*  amplification  as  he  con¬ 
siders  necessary.  If  the  contractor  considers 
a  given  question  to  be  inapplicable  in 
his  particular  case,  he  should  so  state  and 
give  reasons  therefor.  The  reporting  and/or 
record  keeping  requirements  contained 
herein  have  been  approved  by  the  Bureau  of 
the  Budget  in  accordance  with  the  Federal 
Reports  Act  of  1942  (AF  Bui  51,  1951). 
(Bureau  of  the  Budget  No.  21-R060  (ex¬ 
piration — indefinite) ). 

1.  (a)  Name  and  address  of  contractor. 

(b)  Location  of  the  facility  or  facilities. 

(c)  Summary  of  the  cost  of  the  facilities 
(segregated  by  individual  necessity  certifi¬ 
cates)  substantially  as  follows: 


Cost 


Land 

Build¬ 

ings 

and 

Equip- 

Other 

Total 

Date 
of  com- 

Per. 

cent 

fixed 

instal¬ 

lations 

meat 

pletion 

certi¬ 

fied 

Necessity  Certificate  No. _ : 

Location  of  Facilities  (City  and  State). 

2.  Photostats  or  similar  facsimiles  of  Ne¬ 
cessity  Certificate(s)  (Forth  DPAL-101),  and 
a  copy  of  the  application (s)  (including  sup¬ 
porting  documentation)  to  the  Defense  Pro¬ 
duction  Administration  or  the  Office  of  De¬ 
fense  Mobilization  therefor. 

3.  (a)  When  did  you  first  authorize  your 
expansion  program  in  connection  with  the 
Necessity  Certificate  ( s )  ? 

(b)  Why  did  you  plan  this  expansion 
program? 

4.  What  military  contracts  and  subcon¬ 
tracts  do  you  now  have  requiring  the  use 
of  each  facility?  For  each  contract  and 
subcontract  furnish  the  following : 

(a)  Contract  number. 

(b)  Total  dollar  value. 

(c)  Undelivered  dollar  value. 

(d)  Estimated  completion  date. 

(e)  Type  of  contract  (CPFF,  CPFF-flxed 
overhead,  fixed  price,  fixed  price-redeter¬ 
mination,  fixed  price-incentive,  etc.). 

5.  With  which  military  departments  or 
military  contractors  are  you  now  negotiat¬ 
ing  or  do  you  expect  to  negotiate  for  pro¬ 
posed  new  procurements?  Indicate  type  of 
product,  end  item  estimated  dollar  amount. 

6.  Have  you  requested  a  determination  of 
“true  depreciation”  for  other  facilities  from 
any  other  military  department(s)  ? 

(a)  Yes  or  no. 

(b)  Department (s). 

(c)  Certificate  file  number (s). 

7.  State  for  each  item  or  by  groups  or 
categories  comprising  similar  type  of  items 
on  Appendix  A  of  Necessity  Certificate (s) : 

(a)  (1)  Annual  norma*  depreciation  rate 
currently  approved  by  the  Bureau  of  In¬ 
ternal  Revenue  for  income  tax  purposes. 

(2)  Rate  at  which  item  is  being  depre¬ 
ciated  by  you  in  your  operating  accounting 
records.  - 
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<3)  Rate  being  used  for  military  contract 
pricing. 

(b)  Is  this  item,  group  or  category  inte¬ 
grated  in  or  Isolated  from  the  production 
process  to  the  extent  that  special  considera¬ 
tion  should  be  given  to  it  in  determining 
true  depreciation? 

(c)  Is  this  item,  group  or  category  con¬ 
vertible  to  your  possible  post-emergency 
operations? 

(1)  Fully  or  partially  and  percent  of  origi¬ 
nal  cost  not  convertible. 

(2)  Estimate  of  useful  remaining  life  in 
years. 

(3)  Not  convertible. 

(d)  What  plans  do  you  have  for  the  use  * 
or  disposition  of  this  facility,  item,  group,  or 
category  after  the  emergency  period? 

(e)  Explain  to  what  extent,  if  any,  the 
facility,  item,  group  or  category  may  cause 
prospective  extraordinary  obsolescence  of 
pre-existing  facilities  which  are  not,  in  fact, 
already  obsolete. 

SUBPART  J— USE  OF  PRICE  DIFFERENTIALS  IN 

PLACING  PROCUREMENT  BY  NEGOTIATION 

§  1003.1000  Scope  of  subpart.  This 
subpart  pertains  to  payment  of  justifi¬ 
able  price  differentials  for  broadening 
or  maintaining  the  industrial  base  of 
suppliers. 

>  §  1003.1001  Applicability  of  subpart. 

(a)  The  provisions  of  this  subpart  are 
applicable  to  all  personnel  of  the  Direc¬ 
torate  of  Procurement  and  Production, 
Hq  AMC,  and  AMC  ‘field  procurement 
activities  concerned  with  the  awarding 
of  negotiated  contracts. 

(b)  This  subpart  is  not  applicable  to 
procurements  placed  by  formal  adver¬ 
tising. 

I  §  1003.1002  Policy.  Payment  of  jus¬ 
tifiable  price  differentials  is  authorized 
in  negotiated  procurements  to  accom¬ 
plish  the  objective  of  broadening  or 
maintaining  the  industrial  base  of  sup¬ 
pliers. 

§  1003.1003  Justifiable  price  differen¬ 
tials.  (a)  Justifiable  price  differentials 
may  include,  but  are  not  limited  to,  cost 
of  initial  tooling,  engineering  expense, 
and  training  expense;  cost  of  construc¬ 
tion  and  test  of  sample  articles ;  cost  over 
contractor’s  normal  commercial  cost  for 
indirect  expense  incident  to  Government 
contractual  requirements;  difference  in 
labor  market;  difference  in  cost  of  ma¬ 
terials  used  in  construction  of  the  item 
in  smaller  lots;  and  difference  in  deliv¬ 
ery  costs. 

(b)  Multiple  awards  for  the  purpose 
of  establishing  “second”  sources  are  sub¬ 
ject  to  the  provisions  of  this  subchapter. 

SUBPART  T — ADMINISTRATION  OF  ALL  TYPES 
OF  PRICE  REVISION  CLAUSES 

§  1003.2008  Tax  credits  in  price  rede¬ 
termination  proceedings,  (a)  Upon  re¬ 
determination  of  an  AP  contract,  the 
contractor  is  obligated  to  repay  to  the 


Air  Force  any  excess  profits.  However, 
under  section  1481  of  the  Internal  Reve¬ 
nue  Code  of  1954  (section  3806  of  the 
Internal  Revenue  Code  of  1939)  if  the  re¬ 
determination  takes  place  after  the  con¬ 
tractor  has  filed  his  Federal  income  tax 
return,  and  the  excessive  profits  have 
been  included  in  taxable  income,  the 
contractor  may  deduct  from  his  repay¬ 
ment  to  the  Air  Force  the  amount  of  the 
tax  applicable  to  the  excessive  profits. 
Money  paid  by  the  contractor  in  taxes 
goes  into  the  General  Fund  and  is  lost  to 
the  Air  Force. 

(b)  If  redetermination  takes  place 
prior  to  the  filing  by  the  contractor  of  his 
income  and  excess  profits  tax  returns 
for  the  preceding  taxable  year,  the  con¬ 
tractor  may  reduce  his  income  for  such 
year  by  the  amount  of  the  redetermined 
excesive  profits  applicable  to  that  year 
and  pay  taxes  only  on  the  balance  of  his 
income.  The  Commissioner  of  Internal 
Revenue  has  ruled  (Rev.  Rul.  53  C.  B. 
1953-1, 479  later  clarified  by  Rev.  Rul.  54- 
83, 1.  R.  B.  1954-9)  that  although  formal 
redetermination  has  not  been  accom¬ 
plished  prior  to  the  filing  of  contractor’s 
income  tax  return,  the  contractor  may 
deduct  from  taxable  income  for  the  prior 
year  amounts  repayable  which  are  “defi¬ 
nitely  determinable”  by  the  time  he  files 
his  complete  tax  return  for  the  year. 
“Definitely  determinable”  can  be  evi¬ 
denced  by  a  credit  memorandum  issued 
by  the  contractor  or  a  definite  commit¬ 
ment  to  reduce  the  contract  price  made 
to  the  contracting  officer,  preferably  in 
writing,  prior  to  the  filing  of  the  return. 

(c)  To  minimize  the  loss  of  AF  ap¬ 
propriations,  the  following  policy  is  es¬ 
tablished  : 

(1)  Every  effort  must  be  made  to  ac¬ 
complish  and  definitize  price  redeter¬ 
mination  actions  prior  to  the  date  the 
contractor  files  income  tax  return  for 
the  year  in  which  the  contract  prices 
were  received  and  accrued. 

(2)  To  the  extent  that  any  amounts 
repayable  under  a  price  redetermination 
clause  are  definitely  determinable  at  or 
prior  to  the  time  the  contractor  files  the 
complete  income  tax  return  for  the  year 
such  profits  were  realized,  the  contract¬ 
ing  officer  will  provide  in  the  redetermi¬ 
nation  settlement  agreement  that  the 
contractor  will  repay  to  the  Air  Force 
the  excessive  profits  under  the  contract. 

(3)  Where  redetermination  takes 
place  after  the  contractor  has  filed  his 
income  tax  return,  and  the  contractor 
claims  a  tax  credit,  the  contracting  officer 
will  require  the  contractor  to  furnish  a 
certificate,  signed  by  a  responsible  officer, 
that  the  profits  for  which  a  tax  credit  is 
claimed  and  which  have  been  determined 
to  be  excessive  were  included  in  income 


tax  return  for  the  year  claimed.  Add! 
tionally,  the  contracting  officer  will  re' 
quire  the  contractor  to  furnish  the  Air 
Force  a  certificate  executed  by  a  respon 
sible  officer  of  the  Internal  Revenue  Serv" 
ice,  certifying  the  amount  of  the  tax 
credit  applicable  to  the  profits  deter 
mined  to  be  excessive.  The  contracting 
officer  will  provide  in  the  redetermination 
settlement  agreement  that  the  contractor 
will  repay  to  the  Air  Force  the  excessive 
profits  under  the  contract  less  the 
amount  of  tax  credit  certified  by  the  In¬ 
ternal  Revenue  Service. 


Part  1004— Coordinated  Procurement 

Sec. 

1004.002  Procurement  agreements. 

Subpart  B— Policies  and  General  Principles 

1004.203-6  Local  purchase  as  normal  means 

of  supply. 

1004.250-1  List  of  Department  of  Defense 

procurement  assignments. 

Authority:  5 §  1004.002  to  1004.250-1  ls. 
sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S 
C.  8012.  Interpret  or  apply  secs.  2301-231t 
70A  Stat.  127-133;  10  U.  S.  C.  2301-2314.  ' 

§  1004.002  Procurement  agreements 
This  section  sets  forth  the  Department 
of  Defense  policy  with  respect  to  the 
making  of  procurement  agreements  and 
the  delegation  of  procurement  responsi¬ 
bilities  from  one  department  to  another 
for  specific  commodity  areas. 

SUBPART  B — POLICIES  AND  GENERAL  PRINCIPLES 

§  1004.203-6  Local  purchase  as  nor¬ 
mal  means  of  supply,  (a)  Scope  of  sec¬ 
tion:  This  section  sets  forth  the  policy 
with  respect  to  AF  authority  to  make 
direct  purchase  of  nonmilitary  type  items 
assigned  to  the  Army  or  Navy  for  pro¬ 
curement,  without  dollar  limitation, 
when  such  items  are  coded  local  pur¬ 
chase  within  the  Air  Force. 

(b)  Applicability  of  section:* This  sec¬ 
tion  applies  to  all  AF  activities  affecting 
procurements  within  the  continental 
United  States. 

(c)  Items  which  are  assigned  to  the 
Army  or  Navy  for  procurement,  but 
which  are  currently  coded  “LP”  in  AP 
stock  lists  and  funded  for  local  purchase, 
may  be  purchased  in  any  quantity,  with¬ 
out  dollar  limitation,  regardless  of  the 
small  local  purchase  limitations  set 
forth  in  the  purchase  assignment  imple¬ 
menting  procedures  and  the  direct  pur¬ 
chase  authorization.  When  an  item  is 
coded  “LP”  for  a  future  fiscal  year,  this 
authority  will  become  effective  with  the 
effective  date  of  “IP”  coding. 

(d)  This  extended  local  purchase  au¬ 
thority  does  not  apply  to  items  assigned 
to  the  General  Services  Administration 
for  procurement. 
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RULES  AND  REGULATIONS 


Part  1005 — Interdepartmental 
Procurement 

Subpart  A— Procurement  Under  Federal  Supply 
Schedule  Contracts 

Sec. 

1005.101  Federal  Supply  Schedule  contracts. 
1005.101-50  Performance  under  Federal 

Supply  Schedule  contracts. 

1005.102  Distribution  of  Federal  ’Supply 
Schedules  and  related  publications. 

1005.103  Mandatory  use  of  Federal  Supply 
Schedules. 

1005.103-2  List  of  Federal  Supply  Schedule 
contracts  which  are  mandatory  upon  the 
Department  of  Defense. 

1005.106  Federal  Supply  Schedules  with 
multiple  award  provisions. 

1005.150  Procurement  of  utility  services  by 
use  of  General  Services  Administration 
area  contracts. 

1005.150-1  Mandatory  use  of  area  contracts. 

Subpart  B — Procurement  From  General  Services 
Administration  Stores  Depot 

1005.201  General. 

Subpart  C — Procurement  Through  Federal  Supply 
Service  Consolidated  Purchasing  Programs 

1005.301  Federal  Supply  Service  consolidated 
purchasing  programs. 

1005.302  Mandatory  use  of  consolidated 
purchasing  programs. 

Authority:  §§  1005.101  to  1005.302  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C.  8012. 
Interpret  or  apply  sec.  2301-2314,  70A  Stat. 
127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — PROCUREMENT  UNDER  FEDERAL 
SUPPLY  SCHEDULE  CONTRACTS 

§  1005.101  Federal  Supply  Schedule 
contracts.  Procurement  under  contracts 
executed  by  the  Federal  Supply  Service, 
General  Services  Administration  will  be 
made  by  placing  a  delivery  order  on  the 
contractor  under  the  applicable  Federal 
Supply  Schedule  contract.  DD  Form 
1155,  “Order  for  Supplies  or  Services,” 
will  be  used  when  ordering  supplies  or 
services  under  Federal  Supply  Schedules. 
(See  §  16.303  of  this  title.) 

§  1005.101-50  Performance  under 
Federal  Supply  Schedule  contracts — (a) 
Supervision.  While  the  General  Services 
Administration  awards  and  exercises 
general  supervision  over  its  contracts,  it 
is  the  responsibility  of  agencies  whose  re¬ 
quirements  are  included  in  the  contracts 
to  place  orders  with  contractors,  make 
payment,  and,  in  the  first  instance,  de¬ 
termine  whether  performance  meets  the 
contract  terms.  Agencies  whose  orders 
are  accepted  by  the  contractor  pursuant 
to  the  optional  use  provisions  have  like 
responsibilities.  Subject  to  the  provi¬ 
sions  of  the  contracts  and  the  conditions 
stated  in  this  part,  ordering  offices  will 
deal  directly  with  contractors  concerning 
their  performance,  and  may  accept  or 
reject  the  supplies  or  services. 

(b)  Inspection.  Arranging  for  inspec¬ 
tion  of  supplies  delivered  or  services  per¬ 
formed  by  a  contractor  will  be  the 
responsibility  of  the  ordering  office.  If 
inspection  assistance  is  desired  by  the 
ordering  office,  the  nearest  General  Serv¬ 
ices  Administration  regional  office  will 
be  contacted.  The  General  Services  Ad¬ 
ministration  regional  office  executing  the 
contract  will  be  notified  of  all  significant 
instances  where  defective  articles  and 
services  are  received  by  an  ordering 
office. 


(c)  Defective  supplies  or  services; 
default  of  order.  Ordering  offices  may 
accept  defective  items  and  services,  ac¬ 
cording  to  the  provisions  of  §  7.103-5  (b) 
of  this  title,  or  have  the  contractor  de¬ 
clared  in  default  and  terminate  the  right 
of  the  contractor  to  proceed  further  un¬ 
der  the  delivery  order.  However,  before 
declaring  a  contractor  in  default,  order¬ 
ing  offices  will  notify  the  contractor  in 
writing  that,  unless  satisfactory  per¬ 
formance  occurs  within  a  specified  time 
(allowing  a  reasonable  time  for  perform¬ 
ance),  the  ordering  office  will  terminate 
the  contractor’s  right  to  proceed  further 
under  the  delivery  order  and  will  hold 
him  liable  for  any  excess  costs  resulting 
from  purchasing  the  supplies  or  services 
elsewhere.  Such  notice  need  not  be 
given  when  the  default  involves  an  at¬ 
tempted  fraud  on  the  United  States  or 
when  it  would  obviously  be  futile,  for 
example,  when  the  contractor  has  al¬ 
ready  declined  to  perform.  The  General 
Services  Administration  regional  office 
executing  the  contract  will  be  notified 
in  writing  of  all  cases  where  an  ordering 
office  has  declared  a  Federal  Supply 
Schedule  contractor  in  default. 

(d)  Reordering ;  excess  costs.  When 
a  delivery  order  is  terminated  for  de¬ 
fault,  the  ordering  office  may  procure 
elsewhere  the  undelivered  portion  of  the 
supplies  or  services  covered  by  the  order 
and  charge  the  contractor  with  any  re¬ 
sulting  excess  costs.  Where  excess  costs 
are  anticipated,  the  ordering  office  may 
withhold  sufficient  funds  otherwise  due 
the  contractor  as  offset  security.  Order¬ 
ing  offices  will  try  to  minimize  excess 
costs  to  be  charged  against  the  contrac¬ 
tor  and  will  attempt  to  collect  by  setoff 
or  otherwise  any  such  excess  costs. 

(e)  Excusable  delay.  Should  the  con¬ 
tractor  allege  that  the  failure  in  per¬ 
formance  was  due  to  an  excusable  cause 
precluding  assessment  of  excess  costs 
under  the  provisions  of  the  contract,  the 
deputy  regional  director,  Federal  Supply 
Service,  of  the  regional  office  executing 
the  schedule  contract  will  be  notified 
promptly.  The  determination  of  whether 
the  failure  is  excusable  will  be  made 
only  by  the  contracting  officer  of  the 
General  Services  Administration,  or  by 
the  Administrator  of  General  Services, 
or  his  duly  authorized  representative,  on 
appeal.  When  the  ordering  office  is 
aware  that  the  defaulting  contractor  has 
alleged  the  failure  to  be  excusable,  it 
may  elect  to  postpone  the  assessment  of 
excess  costs  until  a  decision  is  made  to 
avoid  unnecessary  accounting  actions. 

(f)  Default  of  entire  contract.  The 
General  Services  Administration  may  de¬ 
clare  a  contractor  in  default  on  an  over¬ 
all  basis  for  any  or  all  items  covered  by 
the  contract,  as  distinguished  from  the 
ordering  office  action  on  individual  or¬ 
ders  set  forth  in  paragraph  (c)  of  this 
section.  When  notified  of  such  action 
by  the  General  Services  Administration, 
ordering  offices  will  not  thereafter  ac¬ 
cept  further  performance  by  the  con¬ 
tractor  or  place  new  orders  with  him, 
and  they  will  purchase  against  the,  ac¬ 
count  of  the  contractor  from  replacing 
contractors  designated  by  the  General 
Services  Administration,  or  in  such  other 


manner  as  directed  by  the  Administra. 
(g)  Disputes.  All  disputes  concerning 

questions  of  fact  arising  under  the  con 
tract  which  cannot  be  settled  satisfac' 
torily  between  the  ordering  office  and 
the  contractor  will  be  decided  by  tta 
General  Services  Administration  con 
tracting  officer  executing  the  contract 
or  by  the  Administrator  of  General  Serv 
ices,  or  his  duly  authorized  representa¬ 
tive,  on  appeal. 

§  1005.103  Mandatory  use  of  Federal 
Supply  Schedules. 

§  1005.103-2  Exceptions  to  mandatory 
use.  Emergency  procurement:  Authority 
to  make  the  determination  set  forth  in 
§  5.103-3  (a)  of  this  title,  within  the  Air 
Force,  has  been  delegated  to  the  Com¬ 
mander,  AMC.  It  has  been  redelegated 
solely  to  staff  officers  responsible  for 
procurement:  (a)  Within  major  com- 
mand  headquarters,  (b)  within  head¬ 
quarters  of  the  first  echelon  of  command 
subordinate  to  the  major  command,  and 
(c)  at  installations  under  the  jurisdic¬ 
tion  of  the  subordinate  command.  The 
determination  will  clearly  set  forth  the 
circumstances  of  the  emergency  and 
specific  reasons  why  the  time  element 
mokes  necessary  purchase  from  sources 
other  than  the  Federal  Supply  Schedule, 

§  1005.106  Federal  Supply  Schedules 
with  multiple  award  provisions.  Certain 
mandatory  Federal  Supply  Schedules  af¬ 
ford  a  choice  of  different  makes  or 
brands  of  a  particular  type  of  equipment 
at  different  prices.  In  ordering  from 
these  schedules,  the  choice  of  equipment 
will  be  governed  by  price  except  when 
the  using  activity  furnishes  the  contract¬ 
ing  officer  a  written  justification  for 
ordering  a  particular  make  or  brand. 
Justification  may  be  based  on  considera¬ 
tions,  such  as,  but  not  limited  to,  opera¬ 
tor  efficiency,  time  of  delivery,  service, 
difference  in  performance  characteris¬ 
tics,  compatibility  with  existing  equip¬ 
ment  or  systems.  The  justifications  will 
be  used  by  the  contracting  officer  as  the 
basis  for  ordering  a  particular  make  or 
brand  at  other  than  the  lowest  schedule 
price  for  the  type  of  equipment  involved. 
No  formal  determination  or  finding  need 
be  filed  with  either  the  General  Services 
Administration  or  the  General  Account¬ 
ing  Office. 

§  1005.150  Procurement  of  utility 
services  by  use  of  General  Services  Ad¬ 
ministration  area  contracts.  A  “State¬ 
ment  of  Areas  of  Understanding  in  the 
Matter  of  Procurement  of  Utility  Serv¬ 
ices”  was  agreed  upon  by  the  Secretary 
of  Defense  and  the  Administrator  of 
General  Services,  effective  November  2, 
1950.  As  set  forth  in  that  statement,  the 
General  Services  Administration  exe¬ 
cutes  “Area  Contracts”  (open-end  con¬ 
tracts)  which  provide  for  furnishing 
utility  services  to  all,  or  substantially  all, 
activities  of  the  Government  located 
within  a  specified  geographical  area. 
These  contracts  are  published  as  General 
Services  Administration  Public  Utility 
Schedules. 

§  1005.150-1  Mandatory  use  of  urea 
contracts.  Utility  services  required  by 
AF  activities  in  localities  within  an  area 
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hPre  these  services  are  available  under 
* General  Services  Administration  Area 
rnntract  Will  be  procured  thereunder 
n  ess  an  exemption  is  obtained  from  the 
General  Services  Administration. 

ciiaPART  B— PROCUREMENT  FROM  GENERAL 
SERVICES  administration  stores  depots 

.  2005  201  General.  The  decision 
Aether  items  and  material  (except 
commodities  under  DOD-GSA  inter- 
affency  purchase  assignment)  will  be 
procured  from  General  Services  Admin¬ 
istration  (GSA)  Stores  depots  or  from 
commercial  sources  pursuant  to  §  5.201 
of  this  title  will  be  made  by  administra¬ 
tive  determination  arrived  at  jointly  by 
the  procurement  and  supply  activities 
at  each  AP  installation  authorized  to 
effect  local  purchases  within  the  conti¬ 
nental  limits  of  the  United  States. 

(a)  Prices  paid  to  GSA  stores  depots 
and  commercial  sources  will  be  infor¬ 
mally  reviewed  and  compared  at  regular 
intervals  not  to  exceed  once  a  quarter, 
firing  into  consideration  the  overall  de¬ 
livered  cost,  including  price  of  the  item, 
transportation  costs,  and  administrative 
costs  in  effecting  payment.  Records  will 
he  retained  as  necessary  to  evidence  that 
the  reviews  were  in  fact  made.  Formal 
solicitation  of  bids  or  requests  for  quota¬ 
tions  from  GSA  stores  depots  in  compe¬ 
tition  with  commercial  sources  will  not 
be  employed  to  accomplish  this  end. 

(b)  Determination  with  respect  to  the 
quality  of  service  rendered  by  GSA  stores 
depots  in  comparison  with  the  services 
obtainable  from  commercial  sources  will 
normally  be  based  on  past  experience, 
and  should  be  a  matter  of  continuing  re¬ 
view  to  insure:  Timely  delivery  of  re¬ 
quired  items  and  elimination  of  the 
need  for  repeated  back  ordering  which 
tends  to  increase  the  administrative 
costs  in  the  acquisition  of  required 
supplies. 


SUBPART  C— PROCUREMENT  THROUGH  FEDERAL 
SUPPLY  SERVICE  CONSOLIDATED  PURCHASING 
PROGRAMS 


§  1005.301  Federal  Supply  Service 
consolidated  purchasing  programs.  By 
agreement  between  the  Department  of 
Defense  and  the  General  Services  Ad¬ 
ministration,  the  General  Services  Ad¬ 
ministration  has  been  assigned  procure¬ 
ment  responsibility  for  the  Department 
of  Defense  requirements  in  certain 
commodity  areas.  Implementing  pro¬ 
cedures  to  these  assignments  have  been 
developed  by  the  military  departments 
and  General  Services  Administration  and 
approved  by  the  Assistant  Secretary  of 
Defense  (Supply  and  Logistics). 


5  1005.302  Mandatory  use  of  consoli¬ 
dated  purchasing  programs.  Procure¬ 
ment  of  assigned  items  from  or  through 
the  General  Services  Administration  is 
mandatory,  except  as  otherwise  pro¬ 
vided  in  the  implementing  procedures, 
on  all-AF  activities  located  within  the 
continental  limits  of  the  United  States 
and  Alaska. 


Part  1006 — Foreign  Purchases 

-jbpcrt  A— Buy  American  Act  and  Other  Statu- 
Foreign  Purchases 


•°ry  Prohibitions  on 


Sec. 


1006.103 


Applicability  of  Buy  American  Act. 


FEDERAL  REGISTER 

Sec. 

1000. 103- 1  Kinds  of  supplies. 

1006.103- 2  Origin  of  supplies  used  in  manu¬ 
factured  supplies. 

1006.104  Authority  to  grant  exceptions  to 
Buy  American  Act. 

Subpart  B— Canadian  Purchases 

1006.201  Purchases  from  Canadian  sup¬ 
pliers. 

1006.251  Research  contracts  placed  in 
Canada. 

Subpart  T — Offshore  Procurement 

1006.2000  Definitions. 

1006.2001- 1  USAP  Procurements. 

1006.2001- 2  MDAP  Procurements. 

1006.2002  Functions  and  responsibilities; 

MDAP  program. 

1006.2005  Prohibitions. 

Authority:  §§  1006.103  to  1006.2005  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — BUY  AMERICAN  ACT  AND  OTHER 
STATUTORY  PROHIBITIONS  ON  FOREIGN  PUR¬ 
CHASES 

§  1006.103  Applicability  of  Buy  Amer¬ 
ican  Act.  It  is  emphasized  that  the  Buy 
American  Act  only  applies  to  purchases 
“for  public  use.”  Exemption  should  be 
requested  only  if  the  Air  Force  will 
acquire  title  to  the  property  by  direct 
purchase,  or  through  a  contractor’s  pur¬ 
chase.  If  a  contractor  desires  to  pur¬ 
chase  foreign  articles  for  his  own  use 
under  such  circumstances  that  the  Gov¬ 
ernment  will  not  become  the  owner  of 
such  articles,  request  for  exemption  from 
the  Buy  American  Act  will  not  be  sub¬ 
mitted  even  though  the  contractor  may 
intend  to  use  the  foreign  articles  (e.  g., 
production  machinery)  to  aid  him  in  per¬ 
formance  of  an  AF  contract  as  well  as 
for  his  private  business.  If  the  purchase 
is  being  made  by  an  AF  contractor,  the 
importation  of  the  foreign  material  may 
be  dutiable. 

§  1006.103-1  Kinds  of  supplies.  For¬ 
eign  periodicals  and  publications  (books, 
periodicals,  magazines,  and  newspapers) 
which  are  available  through  vendors  lo¬ 
cated  within  the  continental  United 
States  may  be  procured,  unless  there  is 
a  question  of  security  involved. 

§  1006.103-2  Origin  of  supplies  used 
in  manufactured  supplies.  Pending  revi¬ 
sion  of  Part  6,  Chapter  I  of  this  title,  is 
a  result  of  Executive  Order  No.  10582 
(19  F.  R.  8723) ,  and  notwithstanding  the 
provisions  of  §  6.103-2  of  this  title,  sup¬ 
plies  will  be  considered  to  be  manufac¬ 
tured  “substantially  all”  from  the  United 
States  supplies  whenever  the  cost  of  for¬ 
eign  supplies  used  in  such  manufacture 
constitutes  less  than  50  percent  of  the 
cost  of  all  supplies  used  in  such  manu¬ 
facture. 

SUBPART  B — CANADIAN  PURCHASES 

§  1006.201  Purchases  from  Canadian 
suppliers — (a)  Requirement.  All  AF  con¬ 
tracts  placed  with  a  supplier  or  contrac¬ 
tor  located  in  the  Dominion  of  Canada 
will  be  made  with  the  Canadian  Com¬ 
mercial  Corporation  through  their 
Washington  Office.  However,  AF  bases 
located  in  Canada  and  the  3101st  Logis¬ 
tical  Control  Group  may  make  direct 
purchases  from  Canadian  suppliers  for 
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items  of  supplies  and  services  authorized 
for  purchase. 

(b)  Agreement  between  Canada  and 
the  U.  S.  Departments  of  the  Army, 
Navy,  and  Air  Force  regarding  purchase 
of  supplies  in  Canada,  The  purpose  of 
the  following  is  to  circularize  the  present 
understanding  between  the  departments 
of  the  Army,  Navy,  and  Air  Force  and 
the  Deputy  Minister  of  Defence  Produc¬ 
tion,  Canada,  regarding  purchasing  of 
military  supplies  in  Canada.  The  poli¬ 
cies  announced  herein  were  transmitted, 
by  the  Deputy  Minister  of  Defence  Pro¬ 
duction,  Canada,  in  a  letter,  February  18, 
1952,  and  were  approved  by  the  Under 
Secretary  of  the  Army,  Assistant  Secre¬ 
tary  of  the  Navy,  and  the  Under  Secre¬ 
tary  of  the  Air  Force  February  1952. 

§  1006.251  Research  contracts  placed 
in  Canada.  The  Canadian  Government 
through  the  Permanent  Board  of  De¬ 
fence  has  requested  that  all  research 
contracts  with  agencies  in  the  Dominion 
of  Canada  be  cleared  through  a  central 
point  to  eliminate  competition  for  re¬ 
search  projects  and  to  prevent  further 
subsidies  from  the  various  agencies  of 
the  United  States  for  research  in  uni¬ 
versities  already  supported  by  various 
Canadian  federal  agencies. 

SUBPART  T— OFFSHORE  PROCUREMENT 

§  1006.2000  Definitions.  For  purposes 
of  this  subpart,  separate  definitions  are 
given  for  USAF  and  MDAP  offshore 
procurements. 

(a)  For  USAF  procurements,  “Off¬ 
shore  Procurements  (OSP) "  means  pro¬ 
curement  of  material,  supplies,  or  serv¬ 
ices  by  foreign  procurement  activities, 
AMFPA,  and  AMFEA  from  indigenous 
sources  for  delivery  and  use  outside  the 
continental  United  States,  its  Territories 
and  possessions;  “Indigenous  Sources’* 
are  those  procurement  sources  outside 
the  continental  United  States,  its  Terri¬ 
tories  and  possessions;  “Services”  in¬ 
clude  repairs  and  utilities  projects  and 
service  contracts  involving  private 
contractors. 

(b)  For  MDAP  procurements,  “Off¬ 
shore  Procurement  (OSP)”  means  the 
procurement  in  friendly  foreign  coun¬ 
tries  of  military  equipment,  materials,  or 
services  included  in  the  Mutual  Defense 
Assistance  Program. 

§  1006.2001-1  USAF  procurements. 
The  Under  Secretary  of  the  Air  Force 
has  directed  that  a  maximum  quantity 
of  the  supplies,  materials,  and  services 
required  to  logistically  support  United 
States  forces  overseas  be  procured  from 
indigenous  sources,  provided  that  such 
procurement  will  not  result  in  one  or 
more  of  the  following: 

(a)  Unjustifiable  cost  in  comparison 
with  procurement  in  the  United  States. 

(b)  Delay  in  delivery  unacceptable  to 
the  Department  of  the  Air  Force. 

(c)  Sterious  adverse  effects  upon  the 
United  States  economy,  employment  or 
industrial  mobilization. 

(d)  Threats  to  the  security  interests 
of  the  United  States. 

§  1006.2001-2  MDJiP  procurements. 
(a)  To  the  extent  that  friendly  foreign 
forces  are  able  to  support  themselves 
in  peacetime  and  time  of  combat  from 
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local  production,  such  capability  is  of 
strategic  and  logistic  advantage  to  the 
United  States.  It  is  Department  of  De¬ 
fense  policy  to  assist  in  the  development 
of  this  capability  by  procuring  the  maxi¬ 
mum  justifiable  amount  of  material  and 
equipment  from  offshore  sources.  Con¬ 
sistent  with  this  basic  objective,  offshore 
procurement  programs  will  be  imple¬ 
mented  to  support  other  United  States 
Foreign  policy  objectives. 

(b)  Normally,  offshore  procurement 
contracts  will  be  awarded  when  they 
meet  sound  military  procurement  prac¬ 
tices  with  respect  to  price,  quality,  deliv¬ 
ery,  and  reliability  of  contractor.  In  in¬ 
stances  where  contracts  are  to  be  written 
for  items  previously  procured  offshore, 
appropriate  reductions  from  initial  off¬ 
shore  procurement  prices  should  be  in¬ 
sisted  upon  to  the  extent  reasonably  pos¬ 
sible  due  to  cost  reducing  factors  of 
follow-in  orders. 

(c)  The  policy  for  normal  offshore 
procurement,  as  outlined  in  paragraph 
(b)  of  this  section,  will  be  continued  to 
the  extent  circumstances  warrant.  It  is 
recognized  that  it  may  be  desirable  for 
overriding  considerations  to  undertake 
actions  that  may  be  in  conflict  with  nor¬ 
mal  procurement  procedures  or  pro¬ 
gramming  criteria.  Such  instances  are 
not  limited  to  but  may  arise  as  follows: 

(1)  Where  it  can  be  determined  that 
extending  delivery  schedules  of  existing 
contracts  or  establishing  production 
schedules  of  new  contracts  at  a  minimum 
economical  production  rate  would  assist 
in  maintaining  a  desired  defense  produc¬ 
tion  base,  delivery  schedules  should  be 
so  arranged;  provided  there  is  no  in¬ 
crease  in  contract  prices  and  the  delivery 
schedule  so  changed  will  have  no  signifi¬ 
cant  adverse  effect  upon  supply  objec¬ 
tives.  Delivery  schedules  on  delinquent 
contracts  may  be  extended  under  this 
policy  according  to  §  1053.102  of  this 
chapter. 

12)  When  one  or  more  country  gov¬ 
ernments,  by  means  of  a  firm  commit¬ 
ment,  undertake  to  make  a  satisfactory 
contribution  from  its  own  resources  for 
the  preservation  or  expansion  of  a  crit¬ 
ical  defense  production  base,  circum¬ 
stances  may  warrant  joint  participation 
by  the  United  States  through  an  off¬ 
shore  procurement  program  that  may 
deviate  from  normal  procedures. 

(3)  Where  it  can  be  determined  that 
United  States  participation  in  establish¬ 
ing  a  production  base  offshore  for  newly 
designed  weapons  will  aid  in  accomplish¬ 
ing  United  States  objectives,  such  as 
weapons  standardization  or  correlated 
production  planning  and  participation, 
an  offshore  procurement  program  over 
and  above  approved  programs  may  be 
warranted. 

§  1006.2002  Functions  and  responsi¬ 
bilities;  MDAP  program.  In  developing 
offshore  procurement  programs  to  pur¬ 
chase  maximum  justifiable  quantities 
from  sources  in  friendly  foreign  coun¬ 
tries,  Hq  USAF  will  place  emphasis  on 
items:  (1)  Having  high  combat  mortal¬ 
ity,  the  production  of  which  overseas 
will  result  in  decreased  demands  on  the 
United  States  for  logistic  support  in  time 
of  war,  (2)  where  production  sources  in 
the  United  States  are  either  nonexistent 


or  limited  and  it  is  not  desirable  to  estab¬ 
lish  or  expand  such  sources,  (3)  for 
which  production  offshore  will  perpetu¬ 
ate  or  expand  an  existing  desirable  de¬ 
fense  production  base.  Selection  of  items 
will  further  be  based  upon  procurement 
abroad  not  resulting  in  one  or  more  of 
the  following : 

(a)  Serious  adverse  effects  on  the 
United  States  defense  production  base. 

(b)  Unjustifiable  costs  in  comparison 
with  procurement  costs  in  the  United 
States,  including  transportation  from  the 
United  States  to  recipient  countries. 

(c)  Delays  in  delivery  incompatible 
with  United  States  defense  objectives. 

(d)  Production  offshore  which  would 
be  detrimental  to  the  security  interests 
of  the  United  States. 

§  1006.2005  Prohibitions — (a)  Sup¬ 
plies  originating  in  the  United  States. 
Unless  otherwise  authorized  by  the  Air 
Force,  no  oversea  commander  will  en¬ 
gage  in  the  procurement  of  supplies  (de¬ 
fined  by  §  1.201-8  of  this  title)  normally 
centrally  procured,  from  oversea  manu¬ 
facturers  or  suppliers  if  the  supplies  in 
complete  and  finished  form,  are  to  be 
obtained  by  such  oversea  manufacturers 
or  suppliers  from  sources  within  the  con¬ 
tinental  United  States,  its  Territories  or 
possessions.  This  prohibition  does  not 
apply  to  supplies  which  are  coded  for 
local  purchase  in  USAF  Supply  Catalogs, 
or  as  otherwise  authorized  by  applicable 
AF  regulation. 
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1007.2002  Definition. 

1007.2003  Required  clauses  and  arrange¬ 
ments. 

1007.2003- 1  Cover  page. 

1007.2003- 2  Introduction. 

1007.2003- 3  Scope  of  employment. 

1007.2003- 4  Administration. 

1007.2003- 5  Security  regulations. 

1007.2003- 6  Report  of  espionage. 

1007.2003- 7  Period  of  performance  and 
compensation. 

1007.2003- 8  Hours  of  work. 

1007.2003- R  Leave. 

1007.2003- 10  Patents  and  copyrights. 

1007.2003- 11  Transportation. 

1007.2003- 12  Housing.  • 

1007.2003- 13  Subsistence. 

1007.2003- 14  Medical  services. 

1007.2003- 15  Burial  and  effects. 

1007.2003- 16  Injuries. 

1007.2003- 17  Dependents. 

1007.2003- 18  Visa. 

1007.2003- 19  Officials  not  to  benefit. 

1007.2003- 20  Covenant  against  contingent 
fees. 

1007.2003- 21  Disputes. 

1007.2003- 22  Termination. 

1007.2003- 23  Definitions. 

1007.2003- 24  Disclosure  of  information. 

1007.2003- 25  Certification. 

1007.2003- 26  Approval  of  contraot. 

1007.2003- 27  Alterations  in  contract. 
10.07.2003-28  Conclusion  and  signatures. 

Subpart  U— Clauses  for  Fixed-Price  Nonpersenal 
Service  Contracts 

1007.2103  Required  clauses. 

1007.2103- 1  Definitions. 

1007.2103- 2  Changes. 

1007.2103- 3  Inspection. 

1007.2103- 4  Payments. 

1007.2103- 5  Assignment  of  claims. 

1007.2103- 6  Federal,  State,  and  local  taxes. 

1007.2103- 7  Default. 

1007.2103- 8  Disputes. 

1007.2103- 9  Notice  and  assistance  regarding 
patent  infringement. 

1007.2103- 10  Buy  American  Act. 

1007.2103- 11  Convict  labor. 

1007.2103- 12  Eight-hour  law  of  1912. 

1007.2103- 13  Nondiscrimination  in  employ¬ 
ment. 

1007.2103- 14  Officials  not  to  benefit. 

1007.2103- 15  Covenant  against  contingent 
fees. 

1007.2103- 16  Termination  for  convenience  of 
the  Government. 

1007.2103- 17  Subcontracts. 

1007.2103- 18  Utilization  of  small  business 
concerns. 

1007.2103- 20  Examination  of  records. 

1007.2103- 21  Gratuities. 

1007.2103- 22  Renegotiation. 

1007.2104  Clauses  to  be  used  when  appli¬ 
cable. 

1007.2104- 1  Walsh-Healey  Publlo  Contracts 

Act. 

1007.2104- 3  Military  security  requirements. 

1007.2104- 4  Government-furnished  p  r  o  p- 
♦  erty. 

1007.2104- 5  Reporting  of  royalties. 

1007.2104- 6  Filing  of  patent  applications. 

1007.2104- 7  Patent  Indemnity. 

1007.2104- 8  Copyright. 

1007.2104- 9  Patent  rights. 

1007.2104- 10  Reproduction  and  use  of  tech¬ 
nical  data. 

1007.2104- 11  Authorization  and  consent. 

1007.2104- 12  Inspection  and  audit. 

1007.2104- 13  Priorities,  allocations  and  allot¬ 
ments. 

1007.2104- 14  Approval  of  contract. 

1007.2104- 15  Alterations  in  contraot. 

1007.2105  Additional  clauses. 
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Sec. 

1007.2105- 1  Furnishing  of  materials  and 
supplies  by  the  Government  at  its 
option. 

1007.2105- 2  Notice  to  the  Government  of 
labor  disputes. 

1007.2105- 3  General. 

Subpart  V — Clauses  for  Technical  Services 
Contracts 

1007.2203  Required  clauses. 

1007.2203- 1  Definitions. 

1007.2203- 2  Changes. 

1007.2203- 3  Inspection. 

1007.2203- 4  Payments. 

1007.2203- 5  Assignment  of  claims. 

1007.2203- 6  Federal,  State,  and  local  taxes. 

1007.2203- 7  Default. 

1007.2203- 8  Disputes. 

1007.2203- 9  Convict  labor. 

1007.2203- 10  Eight-hour  law  of  1912. 

1007.2203- 11  Nondiscrimination  in  employ¬ 
ment. 

1007.2203- 12  Officials  not  to  benefit. 

1007.2203- 13  Covenant  against  contingent 
fees. 

1007.2203- 14  Termination  for  convenience  of 
the  Government. 

1007.2203- 15  Subcontracts  for  work  or  serv- 
vices. 

1007.2203- 16  Inspection  and  audit. 

1007.2203- 17  Examination  of  records. 

1007.2203- 18  Gratuities. 

1007.2203- 19  Renegotiation. 

1007.2203- 20  Contractor  personnel. 

1007.2203- 21  Period  of  performance. 

1007.2203- 22  Services  furnished  by  the  Gov¬ 
ernment. 

1007.2204  Clauses  to  be  used  when  appli¬ 
cable. 

1007.2204- 1  Military  security  requirements. 

1007.2204- 2  Government-furnished  prop¬ 
erty.  ^ 

1007.2204- 3  Capture  and  detention. 

1007.2204- 4  Copyright. 

1007.2204- 5  Filing  of  patent  applications. 

1007.2204- 6  Notice  and  assistance  regarding 
patent  infringements. 

1007.2204- 7  Reproduction  and  use  of  tech¬ 
nical  data. 

1007.2204- 8  Approval  of  contract. 

1007.2204- 9  Alterations  in  contract. 

1007.2205  Additional  clauses. 

1007.2205- 1  Reports. 

1007.2205- 2  General. 

1007.2206  Required  schedule  provisions. 

1007.2206- 1  Part  I;  services  to  be  furnished. 

1007.2206- 2  Part  II;  consideration  and  pay¬ 
ment. 

1007.2206- 3  Part  III;  period  of  performance. 

1007.2207  Schedule  provisions  to  be  used 

when  applicable. 

1007.2207- 1  Period  of  performance  beyond 
the  end  of  the  fiscal  year. 

1007.2207- 2  Option  to  extend  services  at 
same  rates. 

1007.2207- 3  Option  to  extend  services  at 
provisional  rates. 

Subpart  W — Clauses  for  Time  and  Materials 
Contracts 

1007.2303  Required  clauses. 

1007.2303- 1  Definitions. 

1007.2303- 2  Changes. 

1007.2303- 3  Inspection. 

1007.2303- 4  Payments. 

1007.2303- 5  Assignment  of  claims. 

1007.2303- 6  Excusable  delays. 

1007.2303- 7  Disputes. 

1007.2303- 8  Notice  and  assistance  regarding 
patent  infringement. 

1007.2303- 9  Buy  American  Act. 

1007.2303- 10  Convict  labor. 

1007.2303- 11  Eight-hour  law  of  1912. 

1007.2303- 12  Walsh-Healey  Public  Contracts 
Act. 

1007.2303- 13  Nondiscrimination  in  employ¬ 
ment. 

1007.2303- 14  Officials  not  to  benefit. 

1007.2303- 15  Covenant  against  contingent 
fees. 
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1007.2303- 16  Termination. 

1007.2303- 17  Renegotiation. 

10072303-18  Subcontracts. 

1007.2303- 19  Records. 

1007.2303- 20  Gratuities. 

1007.2303- 21  Government-furnished  prop¬ 

erty. 

1007.2303- 22  Reporting  of  royalties. 

1007.2304  Clauses  to  be  used  when  appli- 

1007.2304- 2  Shipments. 

1007.2304- 3  Military  security  requirements. 

1007.2304- 4  Copyright. 

1007.2304- 5  Reproduction  and  use  of  tech¬ 
nical  data. 

1007.2304- 6  Authorization  and  consent. 

1007.2304- 7  Filing  of  patent  applications. 

1007.2304- 8  Patent  indemnity. 

1007.2304- 9  Priorities,  allocations  and  al¬ 
lotments. 

1007.2304- 10  Approval  of  contract. 

1007.2304- 11  Alterations  in  contract. 

1007.2305  Additional  clauses. 

1007.2305- 1  Notice  to  the  government  of  la¬ 
bor  disputes. 

1007.2305- 2  General. 

Subpart  X — Clauses,  Schedule  Provisions,  and 
Exhibits  for  Instruction  of  Military  Personnel  at 
Civilian  Schools,  Colleges,  and  Universities 

1007.2403  Required  clauses. 

1007.2403- 1  Definitions. 

1007.2403- 2  Inspection. 

1007.2403- 3  Disputes. 

1007.2403- 4  Convict  labor. 

1007.2403- 5  Eight-hour  law  of  1912. 

1007.2403- 6  Nondiscrimination  in  employ¬ 
ment. 

1007.2403- 7  Officials  not  to  benefit. 

1007.2403- 8  Covenant  against  contingent 
fees. 

1007.2403- 9  Termination. 

1007.2403- 10  Revised  fees. 

1007.2403- 11  Change  in  curriculum. 
1007J2403-12  Reports  and  withdrawal  of 

students. 

1007.2403- 12  Gratuities. 

1007.2403- 14  Examination  of  records. 

1007.2404  Clauses  to  be  used  when  ap¬ 
plicable. 

1007.2404- 1  Alterations  in  contract.  ~ 

1007.2406  Schedule  provisions. 

1007.2406- 1  Part  I;  Services  to  be  fur¬ 
nished. 

1007.2406- 2  Part  II;  Consideration,  pay¬ 
ment,  and  voucher. 

1007.2407  Exhibits. 

1007.2407- 1  Exhibit  for  enrollment. 

1007.2407- 2  Exhibit  for  approving  courses 
and  allotment  of  funds. 

1007.2408  Changes  to  be  made  for  contracts 
issued  under  AFR  34-8. 

Subpart  Y — Clauses  and  Arrangements  for  Letter 
Contracts 

1007.2503  Arrangements  for  letter  con¬ 
tracts. 

1007.2503- 1  Cover  page. 

1007.2503- 2  Introduction. 

1007.2503- 3  Signatures  and  acceptance. 

1007.2504  Required  clauses  for  fixed  price 
letter  contracts. 

1007.2504- 1  Introductory  paragraph. 

1007.2504- 2  Direction  to  proceed. 

1007.2504- 3  Contract  clauses  for  incorpora¬ 
tion  by  reference. 

1007.2504- 4  Provision  for  definitlzing  con¬ 
tract. 

1007.2504- 5  Authority  to  obligate  funds. 

1007.2504- 6  Termination. 

1007.2504- 7  Quality  control  specification. 

1007.2504- 8  Subcontracts. 

1007.2504- 9  Provision  for  execution. 

1007.2505  Required  clauses  for  cost-reim- 
•  bursement  letter  contracts. 

1007.2505- 1  Introductory  paragraph. 

1007.2505- 2  Direction  to  proceed. 

1007.2505- 3  Contract  clauses  incorporated 
by  reference. 


Sec. 

1007.2505- 4  Provisions  for  definitlzing  con. 

1007.2505- 5  Authority  to  obligate  fun*. 

1007.2505- 6  Termination.  ' 

1007.2505- 7  Quality  control. 

1007.2505- 8  Provision  for  execution. 

1007.2506  Required  clauses  for  facliltli*  w 

ter  contracts. 

1007.2506- 1  Introductory  paragraph. 

1007.2506- 2  Direction  to  proceed.  ’■*»' 

1007.2506- 3  Contract  clauses  introduced  by 

1007.2506- 4  Provision  for  definitlzing  ee®. 

tract. 

1007.2506- 5  Authority  to  obligate  funds. 

1007.2506- 6  Use  charge. 

1007.2506- 7  Date  for  completion  of  work 

1007.2506- 8  Termination.  •  : 

1007.2506- 9  Provision  for  execution. 

Subpart  Z — Clauses  for  Open  Contracts 
Equipment 

1007.2603  Required  clauses. 

1007.2603- 1  Definitions. 

1007.2603- 2  Changes. 

1007.2603- 3  Extras. 

1007.2603- 4  Inspection. 

1007.2603- 5  Responsibility  for  supplies, 

1007.2603- 6  Assignment  of  claims. 

1007.2603- 7  Additional  bond  security. 

1007.2603- 8  Federal,  State,  and  local 

1007.2603- 9  Default. 

1007.2603- 10  Disputes. 

1007.2603- 11  Notice  and  assistance  reganthg 
patent  infringement. 

1007.2603- 12  Buy  American  Act. 

1007.2603- 13  Convict  labor. 

1007.2603- 14  Eight-hour  law  of  1912. 

1007.2603- 15  Walsh-Healey  Public  Contracts 
Act. 

1007.2603- 16  Nondiscrimination  in  employ, 
ment. 

1007.2603- 17  Officials  not  to  benefit. 

1007.2603- 18  Covenant  against  contingent 
fees. 

1007.2603- 19  Termination  for  convenience  of 
the  Government. 

1007.2603- 20  Renegotiation. 

1007.2603- 21  Examination  of  records. 

1007.2603- 22  Gratuities. 

1007.2603- 23  Authorization  and  consent 

1007.2603- 24  Subcontracts. 

1007.2603- 25  Inspection  and  audit. 

1007.2603- 27  Delay  in  delivery  of  data. 

1007.2603- 28  Superseding  specifications. 

1007.2603- 29  Quality  control  specification. 

1007.2603- 35  Additional  tax  provision. 

1007.2603- 36  Shipments. 

1007.2603- 37  Time  for  Issuance  of  produc¬ 
tion  lists.  / 

1007.2603- 38  Forms. 

1007.2603- 39  Sample  production  list 

1007.2603- 40  Sample  exhibit. 

1007.2603- 41  Sample  spare  parts  change  w- 
quest. 

1007.2603- 42  Sample  analysis  of  spare  parts 
change. 

1007.2603- 44  Government-furnished  prop¬ 
erty. 

1007.2604  Clauses  to  be  used  when  ami¬ 
cable. 

1007.2604- 1  Utilization  of  small  bartM 

concerns. 

1007.2604- 3  Military  security  requirement 

1007.2604- 4  Redetermination  of  prices. 

1007.2604- 5  Discounts. 

1007.2604- 6  Reporting  of  royalties. 

1007.2604- 7  Filing  of  patent  application*. 
1007.2604.8  Copyrights. 

1007.2604- 9  Reproduction  and  use  of  tech¬ 
nical  data. 

1007.2604- 10  Priorities,  allocations,  and  el- 
lotments. 

1007.2605  Additional  clauses. 

1007.2605- 1  Furnishing  of  materials  ** 

supplies  by  the  Government  at  *• 
option.  . 

1007.2605- 2  Additional  inspection  reqott* 
ments. 

1007.2605- 3  Certificate  acceptance. 
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*1^7.2605-4  Notice  to  the  Government  of 
1 sbor  disputes. 

Patent  Indemnity. 

1007.2605-8  General. 

10075806  Schedule. 

10075606-1  Articles  and  supplies  to  be 

furnished. 

10075608-2  Design  changes. 

10075605-8  Procedure  for  pricing. 

kbpnrt  AA _ Clauses  for  Facilities  Contracts 

1007  2703  Required  clauses 
10075703-1  Definitions. 

10075703-2  Facilities  to  be  provided. 

10075703-3  Factual  appendices. 

10075703-4  Reports  to  be  furnished  by  the 

contractor.  * 

10075703-5  Use  and  charges  therefor. 

1007  2703-6  Reimbursements. 

10075703-7  Taxes  and  utilities. 

10072703-8  Inspection  and  access. 

1007.2703- 9  Assignment  of  claims. 

10075703-10  Records. 

1007  2703-11  Subcontracts. 

10075703-12  Utilization  of  small  business 
concerns. 

10072703-13  Termination. 

1007.2703- 14  Cancellation  of  subcontracts. 
10075703-15  Continuing  plant  clearance. 
10075703-16  Disputes. 

10075703-17  Notice  and  assistance  regarding 
patent  infringement. 

10075703-18  Buy  American  Act. 

10075703-19  Convict  labor. 

10075703-20  Eight-hour  law  of  1912. 

1007.2703- 21  Walsh-Healey  Public  Contracts 
Act. 

1007.2703- 22  Nondiscrimination  in  employ¬ 
ment. 

10075703-23  Officials  not  to  benefit. 

10075703-24  Covenant  against  contingent 
fees. 

10075703-25  Title. 

10075703-26  Possession. 

1007.2703- 27  Liability  for  Government- 
owned  property. 

1007.2703- 28  Maintenance. 

1007.2703- 29  Right  of  diversion. 

1007.2703- 30  Responsibility  for  damages. 

1007.2703- 31  Reservation  of  rights. 

1007.2703- 32  Renegotiation. 

1007.2704  Clauses  to  be  used  when  appli¬ 
cable. 

10075704-1  Labor  standards  in  construction 
contracts. 

1007.2704- 2  Patent  indemnity. 

1007.2704- 3  Reporting  of  royalties. 

1007.2704- 4  Gratuities. 

10075704-5  Government  bills  of  lading. 

1007.2704- 6  Loading,  blocking,  and  bracing 
requirements. 

1007.2704- 7  Patent  rights. 

1007.2704- 8  Priorities,  allocations  and  allot¬ 
ments. 

1007.2704- 9  Approval. 

1007.2704- 10  Alterations  in  contract. 

1007.2705  Additional  clauses. 

1007.2705- 1  Notice  to  the  Government  of 
labor  disputes. 

10075705-2  Authorization  and  consent. 
10075705-3  General. 

Subpart  BB— Clauses  for  Short-Form  Facilities 
Contracts 

1007.2802  Definition. 

1007.2803  Required  clauses. 

10075803-1  Definitions. 

1007.2803- 2  Facilities  to  be  furnished. 
10075803-3  Factual  appendices. 

1007.2803- 4  Reports  to  be  furnished  by  the 
contractor. 

10075803-5  Use  and  charges  therefor. 
10075803-6  Taxes  and  utilities. 

1007.2803- 7  Inspection  and  access. 

1007.2803- 8  Records. 

1007.2803- 9  Termination. 

[  10075803-10  Continuing  plant  clearance. 

1007.2803- 11  Disputes. 
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1007.2803- 12  Convict  labor. 

1007.2803- 13  Eight-hour  law  of  1912. 

1007.2803- 14  Nondiscrimination. 

1007.2803- 15  Officials  not  to  benefit. 

1007.2803- 16  Covenant  against  contingent 
fees. 

1007.2803- 17  Title. 

1007.2803- 18  Possession. 

1007.2803- 19  Liability  for  Government-owned 
property. 

1007.2803- 20  Maintenance. 

1007.2803- 21  Right  of  diversion. 

1007.2803- 22  Responsibility  for  damages. 

1007.2803- 23  Reservation  of  rights. 

1007.2804  Clauses  to  be  used  when  appli¬ 
cable. 

1007.2804- 1  Gratuities. 

1007.2804- 2  '’Government  bills  of  lading. 

1007.2804- 3  Loading,  blocking,  and  bracing 
requirements. 

1007.2804- 4  Approval. 

1007.2804- 5  Alterations  in  contract. 

Subpart  CC — Leases  of  Machine  Tools  and  Othw 
Production  Equipment 

1007.2904  Cover  page,  Introductory  recitals, 
and  signature  page. 

1007.2904- 1  Cover  page. 

1007.2904- 2  Introductory  recitals. 

1007.2904- 3  Signature  page. 

1007.2905  Required  clauses. 

1007.2905- 1  Leased  property. 

1007.2905- 2  Term. 

1007.2905- 3  Delivery. 

1007.2905- 4  Disclaimer  of  warranty. 

1007.2905- 5  Use  of  leased  property. 

1007.2905- 6  Rental. 

1007.2905- 7  Liability  and  risk  of  loss. 

1007.2905- 8  Maintenance. 

1007.2905- 9  Termination. 

1007.2905- 10  Disposition.  < 

1007.2905- 11  Location  of  leased  property. 

1007.2905- 12  Title. 

1007.2905- 13  Reports  to  be  furnished  by  the 
lessee. 

1007.2905- 14  Taxes. 

1007.2905- 15  Marking  and  identification. 

1007.2905- 16  Access  to  leased  property. 

1007.2905- 17  Responsibility  for  damages. 

1007.2905- 18  Nondiscrimination  in  employ¬ 
ment. 

1007.2905- 19  Officials  not  to  benefit. 

1007.2905- 20  Covenant  against  contingent 
fees. 

1007.2905- 21  Eight-hour  law  of  1912. 

1007.2905- 22  Convict  labor. 

1007.2905- 23  Disputes. 

1007.2905- 24  Definitions. 

1007.2905- 25  Approval. 

Subpart  EE — Clauses  for  Construction  Contracts 

1007.3103  Required  clauses. 

1007.3103- 1  Alteration  in  contract. 

1007.3103- 2  Assignment  of  claims. 

1007.3103- 3  Federal,  State  and  local  taxes. 

1007.3103- 4  Termination  for  convenience  of 
the  Government. 

1007.3103- 5  Notice  to  the  Government  of 
labor  disputes. 

1007.3103- 6  Government-furnished  prop¬ 
erty. 

1007.3103- 7  Reporting  of  royalties. 

1007.3103- 8  Accident  prevention. 

1007.3103- 9  Bonds. 

1007.3103- 10  Gratuities. 

1007.3103- 11  Delivery. 

1007.3103- 12  Notice  and  assistance  regarding 
patent  infringement. 

1007.3103- 13  Authorization  and  consent. 

1007.3103- 14  Renegotiation. 

1007.3104  Clauses  to  be  used  when  appli¬ 
cable. 

1007.3104- 1  Examination  of  records. 

1007.3104- 2  Approval  of  subcontracts. 

1007.3104- 4  Military  security  requirements. 

1007.3104- 5  Utilization  of  small  business 
concerns. 

1007.3104- 6  Approval  of  contract. 
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1007.3104- 7  Patent  indemnity. 

1007.3104- 8  Reproduction  and  use  of  tech¬ 
nical  data. 

1007.3104- 9  Copyright. 

1007.3104- 10  Filing  of  patent  applications. 

1007.3104- 11  Priorities,  allocations  and  allot¬ 
ments. 

1007.3105  Additional  clauses. 

1007.3105- 1  Patent  rights. 

1007.3105- 2  Superseding  specifications. 

1007.3106  Required  special  provisions. 

1007.3106- 1  Description  of  work. 

1007.3106- 2  Scope  of  work. 

1007.3106- 3  Site  investigation  and  represen¬ 
tations. 

1007.3106- 4  Order  of  work. 

1007.3106- 5  Operations  and  storage  areas. 

1007.3106- 6  Base  lines  and  grades. 

1007.3106- 7  Progress  charts,  Sundays,  holi¬ 
days,  and  nights. 

1007.3106- 8  Standard  test,  quality,  and 
guarantees. 

1007.3106- 9  Preservation  of  existing  vegeta¬ 
tion. 

1007.3106- 10  Protection  of  material  and  work. 

1007.3106- 11  Possession  prior  to  completion. 

1007.3106- 12  Suspension  of  work. 

1007.3106- 13  Identification  of  employees. 

1007.3106- 14  Cleaning  up.  \ 

1007.3106- 15  Water. 

1007.3106- 16  Electricity. 

1007.3106- 17  Airfield  safety  precautions. 

1007.3106- 18  Shop  drawings. 

1007.3106- 19  Final  examination  and  accept¬ 
ance  relating  to  payment. 

1007.3106- 20  Domestic  articles. 

1007.3106- 21  Rates  of  wages. 

1007.3106- 22  Protection  of  existing  struc¬ 
tures,  utilities,  and  work. 

1007.3107  Additional  special  provisions. 

Subpart  FF — Clauses  for  Bakery  Products 
Contracts 

1007.3203  Required  clauses. 

1007.3203- 1  Definitions. 

1007.3203- 2  Inspection. 

1007.3203- 3  Responsibility  for  supplies. 

1007.3203- 4  Payments. 

1007.3203- 5  Assignment  of  claims. 

1007.3203- 6  Default. 

1007.3203- 7  Disputes. 

1007.3203- 8  Notice  and  assistance  regarding 
patent  infringement. 

1007.3203- 9  Buy  American  Act. 

1007.3203- 10  Convict  labor. 

1007.3203- 11  Eight-hour  law  of  1912. 

1007.3203- 12  Walsh-Healey  Public  Contracts 

Act.  \  * 

1007.3203- 13  Nondiscrimination  in  employ¬ 
ment. 

1007.3203- 14  Officials  not  to  benefit. 

1007.3203- 15  Covenant  against  contingent 
fees. 

1007.3203- 16  Termination  for  convenience  of 
the  Government. 

1007.3203- 18  Utilization  of  small  business 
concerns. 

1007.3203- 19  Gratuities. 

1007.3203- 20  Vehicles  or  conveyances. 

1007.3203- 21  Federal  Food,  Drug  and  Cos¬ 
metic  Act. 

1007.3202- 22  Sanitary  Inspection. 

1007.3203- 23  Containers. 

1007.3203- 24  Domestic  food,  clothing,  cotton, 
spun  silk  yarn  for  cartridge  cloth,  or 

wool. 

1007.3203- 25  Renegotiation. 

1007.3204  Clauses  to  be  used  when  appli¬ 
cable. 

1007.3204- 1  Increase  or  decrease. 

1007.3204- 2  Estimated  requirements. 

1007.3204- 3  Approval  of  contract. 

1007.3204- 4  Examination  of  records. 

1007.3204- 6  Alteration  in  contract. 

1007.3205  Additional  clauses. 

1007.3205- 1  Federal,  State,  and  local  taxes. 


RULES  AND  REGULATIONS 


Sec. 

1007.3005-3  Priorities,  allocations  ana 
merits,  11!pt- 

1007.3606  Specifications. 

1007.3606-1  Reprocessing  remains  at  vntg 

Subpart  KK — Clauses  and  A - annum.  « 

Negotiated  Utility  Sendee  Contracts  ** 

1007.3703  Required  clauses  and  arrant 

ments;  contracts  for  $2,400  or  1—-  ' 

1007.3703- 1  Cover  page.  __ 

1007.3703- 2  Payments. 

1007.3703- 3  Contractor’s  facilities. 

1007.3703- 4  Changes  of  rate  schedules  am 

rates.  "I 

1007.3703- 5  Officials  not  to  benefit. 

1007.3703- 6  Covenant  against  continam 

fees.  •  “  1 

1007.3703- 7  Assignment  of  claims. 

1007.3703- 8  Convict  labor. 

1007.3703- 9  Nondiscrimination  In  emui™ 
ment. 

1007.3703- 10  Disputes. 

1007.3703- 11  Definitions. 

1007.3703- 12  Gratuities. 

1007.3704  Clauses  to  be  used  when  atmll. 

cable.  i 

1007.3704- 1  Alterations  in  contract 

1007.3705  Additional  clauses. 

1007.3705- 1  General. 

1007.3706  Required  clauses  and  arrant 
ments;  contracts  for  more  than  taum 

1007.3706- 1  Cover  page. 

1007.3706- 2  Definitions. 

1007.3706- 3  Public  regulation. 

1007.3706- 4  Access. 

1007.3706- 5  Payment. 

1007.3706- 6  Liability  of  contractor. 

1007.3706- 7  Assignment  of  claims 

1007.3706- 8  Disputes. 

1007.3706- 9  Termination. 

1007.3706- 10  Convict  labor. 

1007.3706- 11  Nondiscrimination  In  employ¬ 
ment. 

1007.3706- 12  Officials  not  to  benefit 

1007.3706- 13  Covenant  against  contingent 

1007.3706- 14  Gratuities.  '  „ 

1007.3706- 15  Conflicts. 

1007.3706- 16  Signature  page. 

1007.3707  Clauses  to  be  used  when  appli¬ 
cable;  contracts  for  more  than  $2,400. 

1007.3707- 1  Examination  of  records. 

1007.3707- 2  Multiple  service  location. 

1007.3707- 3  Approval  of  contract. 

1007.3707- 4  Priorities,  allocations  and  allot¬ 
ments. 

1007.3707- 5  Alterations  in  contract 

1007.3708  Additional  clauses. 

1007.3708- 1  General. 

1007.3709  Description  of  services. 

1007.3709- 1  Technical  provisions. 

1007.3709- 2  ’  Connection  charge. 

1007.3709- 3  Specifications. 

Subpart  LL — Basic  Agreement  ProvUieM 

1007.3803  Required  provisions. 

1007.3803- 1  Covering  agreement 

1007.3803- 2  Index  page.— 

1007.3803- 3  Section  A— General  provWca 

1007.3803- 4  Section  B— Special  provision. 

1007.3803- 5  Section  C— Letter  contract  pro¬ 
visions. 

1007.3803- 6  Section  C— Letter  contract  pre¬ 
visions. 

,1007.3803-7  Section  D— Research  and  de¬ 
velopment  contract  provisions. 

Subpart  NN — Special  Clause* 

1007.4003  Use  of  special  clauses. 

1007.4004  Shipments. 

1007.4005  Delivery  of  spare  parts  schedule. 

1007.4006  Delivery  of  aircraft. 

1007.4007  Transportation  charges. 

1007.4008  Accelerated  delivery. 

1007.4009  Furnishing  of  materials  or  **?■ 


Subpart  GG— Clauses  for  Laundry  or  Dry  Subpart  II — Clauses  far  Packing  and  Crating 
Cleaning  Contracts  Contracts 

Sec.  Sec. 

1007.3303  Required  clauses.  1007.3503  Required  clauses. 

1007.3303- 1  Definitions.  1007.3503-1  Definitions. 

1007.3803- 2  Inspection.  1007.3503-2  Inspection.  ~ 

1007.8303-3  Assignment  of  claims.  1007.3503-3  Responsibility  for  supplies. 

1007.3303- 4  Default.  1007.3503-4  Payments. 

1007.3303- 5  Disputes.  1007.3503-5  Assignment  of  claims. 

1007.3303- 6  Convict  labor.  1007.3503-6  Default. 

1007.3303- 7  Eight-hour  law  of  1912.  1007.3503-7  Disputes. 

1007.3303- 8  Nondiscrimination  in  employ-  1007.3503-8  Notice  and  assistance  regarding 

ment.  patent  infringement. 

1007.3303- 9  Officials  not  to  benefit.  1007.3503-9  Buy  American  Act. 

1007.3303- 10  Covenant  against  contingent  1007.3503-10  Convict  labor. 

fees.  1007.3503-11  Eight-hour  law  of  1912. 

1007.3303- 11  Termination  for  the  convenl-  1007.3503-12  Walsh-Healey  Public  Contracts 

ence  of  the  Government.  Act. 

1007.3303- 12  Notice  to  the  Government  of  1007.3503-13  Nondiscrimination  In  employ- 

labor  disputes.  ment. 

1007.3303- 14  Gratuities.  1007.3503-14  Officials  not  to  benefit. 

1007.3803- 15  Utilization  of  Bmall  business  1007.3503-15  Covenant  against  contingent 

concerns.  fees. 

1007.3803- 16  Government -furnished  prop-  1007.3503-16  Termination  for  convenience  of 

erty.  the  Government. 

1007.3303- 17  Count  of  articles.  *  1007.3503-18  Utilization  of  small  business 

1007.3308-18  Loss  or  damage.  concerns. 

1007.3303- 19  Estimated  requirements.  1007.3503-19  Gratuities. 

1007.3303- 20  Warranty.  .  1007.3503-20  Equipment. 

1007.3303- 21  Subcontracts  for  work  or  serv-  1007.3503-21  Weighing  and  marking, 

ices.  *  1007.3503-22  Contractor’s  liabilities. 

1007.3303- 22  Invoicing  and  payment.  1007.3503-23  Renegotation. 

1007.3303- 23  Records  of  Government-owned  1007.3503-24  Government  property, 

property.  .  1007.3504  Clauses  to  be  used  when  appll- 

1007.3303- 24  Storage  and  handling.  cable. 

1007.3304  Clauses  to  be  used  when  ap-  1007.3504—1  Increase  or  decrease, 

plicable.  1007.3504r-2  Estimated  requirements. 

1007.3304- 1  Examination  of  records.  1007.3504-3  Priorities,  allocations  and  al- 

1007.3304- 2  Approval  of  contract.  lotments. 

1007.3304- 3  Alterations  in  contract.  1007.3504-4  Alterations  in  contract. 

1007.3304- 4  Superseding  specifications.  1007.3504-5  Alterations  in  contract. 

1007.3504-6  Examination  of  records. 

Subpart  HH— Clauses  for  Dairy  Products  Contract*  .... 

Subpart  JJ— Clauses,  Special  Provisions,  and 

1007.3403  Required  clauses.  Specifications  for  Contracts  for  Care  ol 

1007.3403- 1  Definitions.  Remains 

1007.3403- 2  Inspection.  * 

1007.3403- 3  Responsibility  for  supplies.  1007.3603  Schedule. 

1007.3403- 4  Payments.  1007.3604  General  provisions. 

1007.3403- 5  Assignment  of  claims.  1007.3604-1  Definitions. 

1007.3403- 6  Default.  1007.3604-2  Changes. 

1007.3403- 7  Disputes.  1007.3604-3  Inspection. 

1007.3403- 8  Notice  and  assistance  regarding  1007.3604-4  Payments. 

patent  infringement.  1007.3604—5  Assignment  of  claims. 

1007.3403- 9  Buy  American  Act.  1007.3604-6  Federal,  State,  and  local  taxes 

1007.3403- 10  Convict  labor.  1007.3604-7  Termination  for  convenience  ol 

1007.3403- 11  Eight-hour  law  of  1912.  -  the  Government. 

1007.3403- 12  Walsh-Healey  Public  Contracts  1007.3604-8  Default. 

1007.3604- 9  Disputes. 

1007.8403-13  Nondiscrimination  in  employ-  1007.3604-10  Estimated  requirements. 
ment  1007.3604-11  Buy  American  Act. 

1007.3403- 14  Officials  not  to  benefit.  1007.3604-12  Convict  labor. 

1007.3403- 15  Covenant  against  contingent  1007.3604-13  Eight-hour  law  of  1912. 

fees  1007.3604-14  Walsh-Healey  Public  Contract! 

1007.3403- 16  Termination  for  convenience  of  . 

•the  Government.  1007.3604-15  Nondiscrimination  in  employ' 

1007.3403- 18  Utilization  of  small  business  “5?*'  , 

concerns.  1007.3604-16  Officials  not  to  benefit. 

1007.3403- 19  Gratuities.  1007.3604-17  Covenants  against  contingen 

1007.3403- 20  Vehicles  or  conveyances.  „  _fees- 

1007.3403- 21  Federal  Food.  Drug,  and  Cos-  1007.3604-18  Subcontracts, 

metic  Act.  1007.3604-19  Renegotiation. 

1007.3403- 22  Sanitary  inspection.  1007.3604-20  Gratuities. 

1007.3403- 23  Certificate  of  compliance  with  Transportation. 

the  A.  A.  A.  1007.3604-22  Inconsistent  provisions. 

1007.3403- 24  Domestic  food,  clothing,  cotton,  1007.3604-23  Advertising  prohibited, 

spun  silk  yarn  lor  cartridge  cloth,  or  ^07.3604-24  Professional  requirements. 
wooL  1007.3604-25  Facility  requirements. 

1007.3403- 25  Renegotiation.  1007,3604-26  Coordination. 

1007.3404  Clauses  to  be  used  when  appll-  ™me  of  delivery. 

1007.3604- 28  Preparation  of  remains  at  othe 

1007.3404- 1  Increase  or  decrease.  than  contractor’s  establishment. 

1007.3404- 2  Estimated  requirements.  1007.3604-29  Oversized  casket, 

innrro o  Uil1rW+1«  1007.3604-30  Group  interment. 

„  1007.3604-31  Preparation  history. 

°f,COntract'  .  1007.3604-32  Major  restorative  art. 

1007.3404- 5  Alterations  in  contract.  1007.8605  Clauses  to  be  used  when  appli 

1007.3404- 7  Examination  of  records.  cable. 

10072405  Additional  clauses.  1007.3605-1  Approval  of  contract. 

10072405-1  Laboratory  analysis.  1007.3605-2  Government-furnished  prop 

10072405-2  Federal,  State,  and  local  taxes.  erty. 


Saturday,  March  1 ,  1958 

10  Government-furnished  property 
^ be  returned  In  kind. 

««740n  Recapture  clause  for  equipment 
rental  contracts. 

imv7  4012  Rental  of  gas  cylinders. 

M 4013  Quality  control  specification. 
inft740l4  Certificate  acceptance. 

1007^4015  Additional  inspection  require- 

4016*  Inspection  requirements  for  ex- 
1  Wimental  aircraft. 

,0074017  Sanitary  inspection. 

0074018  Vehicles  or  conveyances. 

10074019  Federal  Food.  Drug,  and  Cosmetic 
Act. 

,007  4020  First  article  approval. 

007  4021  Production  sample  test. 

0074022  Flight  risk. 

0074023  Inspection  and  audit. 

1007  4024  Superseding  specifications. 

0074026  Changes. 

007.4026  Option  for  increased  quantity. 

1007  4027  Increase  or  decrease. 

10074028  Estimated  requirements. 

1007.4029  Guaranty  clause  for  fixed -price 
contracts. 

10074030  Subcontracts. 

1007.4031  Overtime  and  premium  wage  com¬ 
pensation. 

1007.4032  Reproduction  rights. 

1007.4033  Contractual  contents. 

1007.4034  Discounts. 

1007  4035  Prior  instrument  superseded. 

10074036  Delay  in  delivery  of  data. 

1007.4037  Inspection. 

1007.4038  Price  warranty. 

1007.4039  Open  call  contract  clause. 

1007.4041  Descriptive  identification  data  to 
be  furnished  by  Government  suppliers. 

1007.4042  Subcontracts. 

1007.4043  Returnable  containers. 

1007.4044  Customary  commercial  warran¬ 
ties. 

1007.4045  Payment  of  fixed  fee. 

1007.4046  Payments  clause  for  fixed-price- 
type  letter  contracts. 

1007.4047  Safety  and  accident  prevention. 

1007.4048  Ammunition  and  explosive  ma¬ 
terial  safety. 

1007.4049  Warning  labels  for  hazardous 
chemicals. 

1007.4050  Government  bill  of  lading. 

Subpart  PP— Clauses  for  Contracts  Issued  by 
Foreign  Procurement  Activities 

1007.4203  Special  required  elapses. 

1007.4203- 1  Inconsistency  between  English 
version  and  translation  of  contract. 

1007.4203- 2  Labor  relations  and  standards. 
1007.4205  Variations  and  omissions  of 

clauses.  , 

1007.4205- 1  Definitions. 

1007.4205- 2  Changes. 

1007.4205- 3  Inspection. 

1007.4205- 4  Responsibility  for  supplies. 

1007.4205- 5  Assignment  of  claims. 

1007.4205- 6  Additional  bond  security. 

1007.4205- 7  Federal,  State,  and  local  taxes. 

1007.4205- 8  Disputes. 

1007.4205- 9  Patent  clauses. 

1007.4205- 10  Buy  American  Act. 

1007.4205- 11  Convict  labor. 

1007.4205- 12  Eight-hour  law  of  1912. 

1007.4205- 13  Walsh-Healey  Public  Contracts 
act. 

1007.4205- 14  Nondiscrimination  in  employ¬ 
ment. 

1007.4205- 15  Davis-Bacon  Act. 

1007.4205- 16  Copeland  Act. 

1007.4205- 19  Military  security  requirements. 

:  1007.4205-21  Inspection  and  audit. 

,  1007.4205-22  Examination  of  records. 

1007.4205 -  23  Records. 

1007.4205- 24  United  States  officials  not  to 
benefit. 

1007.4205- 25  Domestic  food,  clothing,  cotton, 
spun  silk  yarn  for  cartridge  cloth,  or 
wool. 

1007.4205- 26  Payments  for  Mutual  Defense 

Assistance  program  contracts. 


FEDERAL  REGISTER 

Sec. 

1007.4205-27  Price  change. 

1007.4206  Construction  contracts;  cover 
sheet. 

1007.4207  Construction  contracts;  ,  general 
provisions. 

1007.4207- 1  Labor  relations  and  standards. 

1007.4207- 2  Definitions. 

1007.4207- 3  Changes. 

1007.4207- 4  Changed  conditions. 

1007.4207- 5  Inspection. 

1007.4207- 6  Payments  to  contractors. 

1007.4207- 7  Taxes. 

1007.4207- 8  Notice  and  assistance  regarding 
patent  infringement. 

1007.4207- 9  Termination  for  default; 
damages  for  delay;  time  extensions. 

1007.4207- 10  Disputes. 

1007.4207- 11  United  States  officials  not  to 
benefit. 

1007.4207- 12  Covenant  against  contingent 
fees. 

1007.4207- 13  Termination  for  convenience  of 
the  United  States  Government. 

1007.4207- 14  Notice  to  the  United  States 
Government  of  labor  disputes. 

1007.4207- 15  Specifications  and  drawings. 

1007.4207- 16  Materials  and  workmanship. 

1007.4207- 17  Superintendence  by  the  con¬ 
tractor. 

1007.4207- 18  Permits  and  responsibility  for 
work,  etc. 

100*1^4209— 19  Other  contracts. 

1007.4207- 20  Loading  and  unloading  cars. 

1007.4207- 21  Accident  prevention. 

1007.4207- 22  Delivery. 

1007.4207- 23  Gratuities. 

1007.4208  Construction  contracts;  general 
provisions  to  be  used  when  applicable. 

1007.4208- 1  Inconsistency  between  English 
version  and  translation  of  contract. 

1007.4208- 2  Patent  indemnity. 

1007.4208- 3  Reporting  of  royalties. 

1007.4208- 4  Examinations  of  records. 

1007.4208- 5  Government-furnished  prop- 


1007.4208- 3  Reporting  of  royalties. 

1007.4208- 4  Examinations  of  records. 

1007.4208- 5  Government-furnished  prop¬ 
erty. 

1007.4208- 6  Approval  of  subcontracts. 

1007.4209  Construction  contracts;  addi¬ 
tional  general  provisions. 

1007.4209- 1  Assignment  of  claims. 

1007.4209- 2  Additional  bond  security. 

1007.4210  Construction  contracts;  special 
provisions. 

Subpart  QQ — Clauses  for  Fixed-Price  Architec¬ 
tural  Engineering  Service  Contracts 

1007.4303  Required  clauses. 

1007.4303- 1  Definitions. 

1007.4303- 2  Changes. 

1007.4303- 3  Default. 

1007.4303- 4  Disputes. 

1007.4303- 5  Termination  for  the  conven¬ 
ience  of  the  Government. 

1007.4303- 6  Officials  not  to  benefit. 

1007.4303- 7  Assignment  of  claims. 

1007.4303- 8  Eight-hour  law  of  1912. 

1007.4303- 9  Convict  labor. 

1007.4303- 10  Nondiscrimination  in  employ¬ 
ment. 

1007.4303- 11  Covenant  against  contingent 
fees. 

1007.4303- 12  Renegotiation. 

1007.4303- 13  Gratuities. 

1007.4303- 14  Examination  of  records. 

1007.4303- 15  Subcontracts. 

1007.4303- 16  Special  reproduction  rights. 

1007.4303- 17  Copyright. 

1007.4303- 18  Buy  American  Act. 

1007.4303- 19  Release  of  information. 

1007.4303- 20  Approval  of  contracts. 

1007.4304  Clauses  to  be  used  when  appli¬ 
cable. 

1007.4304- 1  Alterations  in  contracts. 

1007.4304- 2  Reports. 

1007.4304- 3  Preparation  of  specifications. 

1007.4304- 4  Military  security  requirements. 

1007.4305  General. 

1007.4306  Required  schedule  provisions. 
1007.4306-1  Preliminary  recitation  (without 

title). 
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1007.4306- 2  Part  I — Statement  of  services. 

1007.4306- 3  Part  II — Consideration  and  pay¬ 
ment. 

1007.4306- 4  Part  III — Period  of  perform¬ 
ance. 

1007.4306- 5  Part  IV  —  Inspection,  delivery 
and  acceptance. 

1007.4307  Schedule  provisions  to  be  used 
when  applicable. 

1007.4307- 1  Transportation  reimbursement. 

1007.4307- 2  Option  for  Inspection  services. 

Subpart  RR — Clauses  for  Teacher  Contracts 

1007.4403  Required  clauses. 

1007.4403- 1  Definitions.  < 

1007.4403- 2  Assignment  of  claims. 

1007.4403- 3  Disputes. 

1007.4403- 4  Officials  not  to  benefit. 

1007.4403- 5  Covenant  against  contingent 
fees. 

1007.4403- 6  Termination  for  convenience  of 
•  the  Government. 

1007.4403- 7  Subcontracts. 

1007.4403- 8  Change  in  rate  of  pay. 

1007.4404  Clauses  to  be  used  when  appli¬ 
cable. 

1007.4404- 1  Alterations  in  contract.  , 

1007.4405  Required  schedule  clauses  for  con¬ 
tracts  with  full-time  teachers. 

1007.4405- 1  Part  I — Statement  of  services. 

1007.4405- 2  Part  II — Period  of  performance. 

1007.4405- 3  Part  III — Leave  of  absence. 

1007.4405- 4  Part  IV  —  Consideration  and 
payment. 

1007.4405- 5  Part  V — Qualifications. 

1007.4405- 6  Part  VI — Renewal. 

1007.4406  Required  schedule  clauses  tot 
contracts  with  substitute  teachers. 

1007.4406- 1  Part  I — Statement  of  services. 

1007.4406- 2  Part  II — Period  of  performance. 

1007.4406- 3  Part  III  — Consideration  and 
payment. 

1007.4406- 4  Part  IV — Qualifications. 

1007.4407  Required  schedule  clauses  for  con¬ 
tracts  with  principals. 

1007.4407- 1  Part  I — Statement  of  services. 

1007.4407- 2  Part  II — Period  of  performance. 

1007.4407- 3  Part  III — Leave  of  absence. 

1007.4407- 4  Part  IV  —  Consideration  and 
payment. 

1007.4407- 5  Part  V — Qualifications. 

1007.4407- 6  Part  VI — Renewal.  j 

Authority:  §§  1007.103  to  1007.4407-6  is¬ 
sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S.  O. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — CLAUSES  FOR  BILATERAL  FIXED- 
PRICE  SUPPLY  CONTRACTS 

§  1007.103  Required  clauses.  The  fol¬ 
lowing  clauses  will  be  inserted  in  all  bi¬ 
lateral  fixed-price  supply  contracts. 
“General  Provisions  (Supply  Contract) 
will  be  used  instead  of  printing  and  re¬ 
producing  the  clauses  contained  therein. 
Any  directed  or  authorized  changes  will 
be  set  forth  in  the  Alterations  in  Con¬ 
tract  clause. 

§  1007.103-1  Definitions.  See  §  7.103- 
1  of  this  title. 

§  1007.103-2  Changes  and  disposition 
of  inventory  resulting  from  changes.  If 
cpnsidered  desirable  by  the  contracting 
officer,  the  period  of  30  days  within  which 
any  claim  for  adjustment  must  be  as¬ 
serted  mar  be  increased  to  60  days. 

§  1007.103-3  Extras.  See  S  7.103-3  of 
this  title. 

§  1007.103-4  Variation  in  quantity. 
See  §  7.103-4  of  this  title  and  §  1053.406-4 
of  this  chapter. 

§  1007.103-5  Inspection.  See  §  7.103-5 
of  this  title. 
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§  1007.103-6  Responsibility  for  sup -  §  1007.104-9  Copyright.  See  §  7.104-9  §  1007.105  Additional  clauses.  The  fnl 

p lies.  §  7.103-6  of  this  title.  of  this  title.  lowing  clauses  may  be  vised  when  desir' 

§  1007.103-7  Payments.  §  7.103-7  of  §  1007.104-10  Aircraft  in  the  open.  ^atteTcontafned^nsuSclIn^  SUbject 
this  title.  See  §  7.104-10  of  this  title.  matter  contained  m  such  causes. 

§  1007.103-8  Assignment  of  claims.  §  1007.104-11  Vinson-Trammell  Act.  *5 ^use^n fnr^T^ 

The  last  sentence  of  paragraph  (a)  of  the  See  §  7.104-11  of  this  title.  ™  25J5*  Pnr' 

Alignment  of  Cl  a  iBKclauseJs  gwier  ally  §  1007.104-12  Military  security  re -  changes,  and  will  not  be  used  to  setforth 

In*  special0  circ umstanc^^vher^e  °a  con^  dements.  See  §  7.104-12  of  this  title,  additional  clauses, 
tractor  is  indebted  to  the  Government  §  1007.104-13  Domestic  food,  cloth -  §  1007.105-2  Approval  of  contract 

aixi  another  ‘Government  agency  has  so  ing,  cotton,  spun  sUk  yarn  for  cartridge  Whenever  the  contract  requires  manual 

requested,  or  an  authorized  AF  office  so  cloth,  or  wool.  See  §  7.104-13  of  this  approval,  other  than  by  the  contracting 

directs,  the  “no  setoff”  provision  will  be  title.  officer,  prior  to  becoming  effective;  insert 

omitted  from  negotiated  contracts.  §  1007.104—14  Utilization  of  small  busi-  clause  set  forth  in  §  7.105-2  of  this 

§  1007.103-9  Additional  bond  security,  ness  concerns.  See  §7.104-14  of  this 
See  §  7.103-9  of  this  title.  title.  tne  DUnK  space  in  tftat  clause* 

§  1007.103-10  Federal,  State,  and  lo-  §  1007.104-15  Examination  of  records.  .*  S?**" 

cal  taxes.  See  §  11.401  of  this  title  and  Add  to  the  clause  set  forth  in  §  7.104-15  ™ent  of  labor  disputes.  See  §  7.105-3  of 

§  1011.401  of  this  chapter.  of  this  title  the  following  paragraph  (c) :  11115  uwe*  ^ 

§  1007.103-11  Default.  See  §7.103-  (c)  The  provisions  of  paragraphs  (a)  and  §  1007.105-4  Notice  of  shipments. 

11  of  this  title  (b)  above  are  in  addition  to  any  other  pro-  This  clause  Will  not  be  used  if  the  Ship. 

visions  of  this  contract  relating  to  access  to,  ments  Clause  set  forth  in  §  1007.4094  is 
§  1007.103-12  Disputes.  See  §  7.103—  retention  of  or  inspection  of  records.  used. 

12  of  this  title.  §  1007.104-16  Gratuities.  See  §  7.104-  §  1007.105-5  Liquidated  damages.  Sen 

§  1007.103-13  Renegotiation.  See  §  7.-  16  of  this  title.  §  7.105-5  of  this  title. 

103-13  of  this  title.  §  1007.104-17  Convict  Labor.  See  §  1007.105-6  Bill  of  materials.  See 

§  1007.103-14  Buy  American  Act.  See  §  12.293  of  this  title.  §  7.105-6  of  this  title. 

§  7.103-14  of  this  title.  §  1007.104-18  Priorities,  allocations  §  1007.105-7  Materiel  inspection  and 

§  1007.103-16  Eight-hour  law  of  1912.  and  allotments.  See  §  7.104-18  of  this  receiving  report.  Pending  revision  of 

See  §  12.303  of  this  title.  title.  Chapter  I  of  this  title,  use  of  the  follow- 

§  1007.103-17  Walsh-Healey  Public  §  1007.104-50  Shipments.  According  ing  clause  ^  authorized: 

Contracts  Act.  See  §  12.604  of  this  title,  to  the  requirements  of  §  1007.4004  insert  Materiel  Inspection  and  Receiving  Repoet 
§  1007.103-18  Nondiscrimination  in  the  clause  set  forth  in  that  section.  At  the  time  of  each  delivery  under  this 

employment.  See  §  12.802  of  this  title.  §  1007.104-51  Delay  in  delivery  of  data,  contract,  the  Contractor  shall  prepare  and 

+V.O. _ Z*  smnrr  furnish  to  the  Government,  in  the  manner 

§  1007.103-19  Officials  not  to  benefit.  d  g  rOQUueme  S  Of  §  00  .-  and  to  the  extent  required  by  the  Contract- 

See  §  7.103-19  of  this  title.  4036,  insert  the  clause  set  foith  m  that  officer,  a  Materiel  Inspection  and  Receiv- 

.  .  section.  ing  Report  (DD  Form  260  or  comparable 

§  1007.103-20  Covenant  against  con-  51007104  52  Suversedina  svecifica-  form>*  Tbe  Government  shall  furnish  the 

tinoent  fees.  See  8  7.103-20  of  this  title.  *  “**  Conttactot  UI“”  * 

§  1007.103-21  Termination  for  con -  §  1007.4024,  insert  the  clause  set  forth  in  4 

venience  of  the  Government.  See  §  8.701  that  section.  §  1007.105-50  Furnishing  of  materidi 

°nhi5title-  8  1007.104-53  Quality  control  sped-  Ztion^AccoM^ to  °the * 

™t1MI^22the’ ?2rth°ta  J'fO8‘!1nn7emS0rdingt^v.th1reQUirtTn,h  §1007.4009.  the  clause  in  that^  SectJ 
sent.  Insert  the  clause  set  forth  in  of  §  1007.4013,  insert  the  clause  set  forth  incprtpri 

§  9.105-1  of  this  title,  except  if  the  con-  in  that  section.  m  y  d  e  a. 

tract  calls  for  both  supplies  and  experi-  .  §  1007.105-51  Additional  inspectiot 

mental,  developmental,  or  research  work  s  iuu7.iU4-&4  oovernment-jurnisnea  requirements.  According  to  the  instruc¬ 

tive  clause  set  forth  in  §  9.102-2  of  this  f A^c.°l1'dl^g  to  the  requirements  tions  of  g  1007.4015,  the  clause  in  that 

title  may  be  inserted  in  lieu  of  the  clause  ofA13:?02  °/  the  clause  section  may  be  inserted. 

fnrth  in  s  q  109  i  nf  thi«?  titip  set  forth  in  §  13.502  of  this  title, 

set  forth  in  §  9.102-1  of  this  title.  §  i007.105-52  Certificate  acceptance 

§  1007.103-23  Notice  and  assistance  §  1007.104-55  Overtime  and  premium  According  to  hte  instructions  of  §1007 
regarding  patent  inf  ringement.  wage  compensation.  According  to  the  4014,  the  clause  in  that  section  may  tx 

requirements  of  §  1007.4031,  insert  the  inserted 
§  1007.103-50  Subcontracts.  Insert  clause  set  forth  in  paragraph  (a)  thereof  ’ 

the  clause  set  forth  in  §  1007.4030  (a).  as  a  suitably  designated  paragraph  of  §  1007.105—53  General.  Any  othes 

§  1007.104  Clauses  to  be  used  when  any  price  redetermination  clause. 

,.  title  or  this  chapter,  according  to  instruc- 

appncaoie.  §  1007.104-56  Discounts.  According  tions  for  use,  may  be  used  when  neces- 

§  1007.104-1  Davis-Bacon  Act.  See  to  the  requirements  of  §  1007.4034,  insert  sary  or  desirable  to  cover  the  subjed 

§  12.403  of  this  title  and  §  1012.403  of  the  clause  set  forth  in  that  section.  matter  contained  in  such  clauses. 

this  chapter.  §  1007.104-57  Special  tooling.  See  §  1007.106  Price  escalation  clause 

§  1007.104-2  Copeland  Act.  See  §  13  504  of  this  title  and  §  1013.504  of  this  ( established  prices ) .  See  §  7.106  of  thi 

§  12.403  of  this  title  and  §  1012.403  of  chapter.  title. 
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1 1007.106-4  Escalation  clause  for 
xinistandard  supplies.  See  |  7.106-4  of 
this  title. 

b— clauses  for  cost-reimburse- 

5  MENT  SUPPLY  CONTRACTS 

§1007.200  Scope  of  subpart.  This 
subpart  sets  forth  clauses  for  use  in  cost- 
reimbursement  supply  contracts. 

§  1007.202  Applicability.  See  §  7.202 
of  this  title. 

§  1007.203  Required  clauses.  The  fol¬ 
lowing  clauses  will  be  inserted  in  all  cost- 
reimbursement  supply  contracts.  DD 
Form  748,  “General  Provisions  (Depart¬ 
ment  of  Defense  Cost-Reimbursement 
Supply  Contract) will  be  used  as  pre¬ 
scribed  in  §  16.204  of  this  title  instead 
of  printing  or  reproducing  the  clauses 
contained  therein.  Any  directed  or  au¬ 
thorized  changes  in  DD  Form  748  will  be 
set  forth  in  the  Alterations  in  Contract 
clause.  Clauses  used  in  any  contract  in 
addition  to  those  contained  in  DD  Form 
748  will  be  entitled  “Additional  General 
Provisions”  and  numbered  consecutively 
starting  with  No.  32. 

§  1007.203-1  Definitions.  See  §  7.203-1 
of  this  title. 

§1007.203-2  Changes.  If  considered 
desirable  by  the  contracting  officer,  the 
period  of  30  days  within  which  any  claim 
for  adjustment  must  be  asserted  may  be 
increased  to  60  days. 

§  1007.203-3  Limitation  of  cost.  See 
§  7.203-3  of  this  title. 

§1007.203-4  Allowable  cost,  fixed  fee 
and  payment.  According  to  the  require¬ 
ments  of  §  1007.4031,  insert  the  clause 
get  forth  in  paragraph  (b)  thereof  and 
designate  it  paragraph  “  (i)  ”  of  the  ASPR 
clause. 

§  1007.203-5  Inspection  of  supplies 
and  correction  of  defects.  See  §  7.203-5 
of  this  title. 

§  1007.203-6  Assignment  of  claims. 
See  §  1007.103-8. 

§  1007.203-7  Records.  See  §  7.203-7 
of  this  title. 

§  1007.203-8  Subcontracts.  Accord¬ 
ing  to  the  instructions  of  §  1007.105-1, 
insert  the  following  paragraph: 

Clause  8,  Subcontracts,  is  amended  by  the 
addition  of  the  following  paragraph  (f) : 

(f)  The  contracting  officer  may  approve 
all  or  any  part  of  the  contractor’s  purchasing 
system  and  from  time  to  time  rescind  or  re¬ 
instate  such  approval.  Such  approval  shall 
be  deemed  to  fulfill  the  requirements  for 
obtaining  the  contracting  officer’s  consent  to 
aubcontracts  as  prescribed  in  paragraph  (b) 
of  this  section. 

§  §  1007.203-9  Utilisation  of  small  busi¬ 
ness  concerns.  See  §  7.203-9  of  this  title. 

§  1007.203-10  - Termination .  See 
§  8.702  of  this  title. 

§  1007.203-11  Excusable  delays.  See 
§7.203-11  of  this  title. 

§1007.203-12  Disputes.  See  §  7.203- 
12  of  this  title. 

§  1007.203-13  Renegotiation.  See 
§7.203-13  of  this  title. 

§  1007.203-14  Buy  American  Act  See 
§  7.203-14  of  this  title. 


§  1007.203-15  Convict  labor.  See 
§  12.203  of  this  title. 

§  1007.203-16  Eight-hour  law  of  1912. 
See  §  12.303  of  this  title. 

§  1007.203-17  Walsh-Healey  public 
contracts  act.  See  §  12.604  of  this  title. 

§  1007.203-18  Nondiscrimination  in 
employment.  See  §  12.804  of  this  title. 

§  1007.203-19  Officials  not  to  benefit. 
See  §  7.203-19  of  this  title. 

§  1007.203-20  Covenant  against  con¬ 
tingent  fees.  See  §  7.203-20  of  this  title. 

§  1007.203-21  Government  property. 
See  §  13.503  of  this  title. 

§  1007.203-22  Insurance;  Liability  to 
third  persons.  See  §  7.203-22  of  this  title. 

§  1007.203-23  Authorization  and  con¬ 
sent.  Insert  the  clause  set  forth  in 
§  9.102-1  of  this  title,  except  that  if  the 
contract  calls  for  both  supplies  and  ex¬ 
perimental,  developmental,  or  research 
work  the  clause  set  forth  in  §  9.102-2 
of  this  title  may  be  inserted  in  lieu  of 
the  clause  set  forth  in  §  9.102-1  of  this 
title. 

§  1007.203-24  Notice  and  assistance 
regarding  patent  infringement.  See 
§  7.203-24  of  this  title. 

§  1007.203-50  Alterations  in  contract. 
Insert  the  clause  set  forth  in  §  7.105-1 
of  this  title  in  the  schedule. 

§  1007.204  Clauses  to  be  used  when 
applicable.  Any  of  the  following  clauses 
included  in  DD  Form  748  which  are  in¬ 
applicable  to  a  contract  may  be  deleted 
according  to  §  1007.105-1. 

§  1007.204-1  Davis-Bacon  Act.  See 
§  12.403  of  this  title. 

§  1007.204-2  Copeland  Act.  See 
§  12.403  of  this  title. 

§  1007.204-5  Patent  indemnity.  See 
§  7.204-5  of  this  title. 

§  1007.204-6  Filing  of  patent  applica¬ 
tion.  See  §  7.204-6  of  this  title. 

§  1007.204-7  Patent  rights.  See 
§  7.204-7  of  this  title. 

§  1007.204-8  Reporting  of  royalties. 
See  §  7.204-8  of  this  title. 

§  1007.204-9  Copyright.  See  §  7.204-9 
of  this  titler 

§  1007.204-11  Vinson-Trammell  Act. 
See  §  7.204-11  of  this  title. 

§  1007.204-12  Military  security  re¬ 
quirements.  See  *§  7.204-12  of  this  title. 

§  1007.204-13  Domestic  food,  clothing, 
cotton,  spun  yarn  for  cartridge  cloth,  or 
wool.  See  §  7.204-13  of  this  title. 

§  1007.204-14  Gratuities.  See  §  7.204- 
14  of  this  title. 

§  1007.204-15  Priorities,  allocations 
and  allotments.  See  §  7.204-15  of  this 
title. 


§  1007.4036,  Insert  the  clause  set  forth  in 
that  section. 

§  1007.204-52  Superseding  specifica¬ 
tions.  According  to  the  requirements  of 
§  1007.4024,  insert  the  clause  set  forth  in 
that  section. 

5  1007.204-53  Quality  control  specifi¬ 
cation.  According  to  the  requirements  of 
§  1007.4013,  insert  the  clause  set  forth  in 
that  section. 

§  1007.204-54  Reproduction  and  use  of 
technical  data.  If  the  contractor  is  re¬ 
quired  to  furnish  technical  data  under 
the  contract,  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.205  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses.  Any 
of  the  following  clauses  included  in  DD 
Form  748  which  are  inapplicable  to  a 
contract  may  be  deleted  according  to 
§  1007.105-1. 

§  1007.205-1  Alterations  in  contract. 
This  clause  is  covered  in  §  1007.203-50. 

§  1007.205-2  Approval  of  contract. 
Insert  the  clause  set  forth  in  §  7.105-2  of 
this  title  whenever  the  contract  requires 
manual  approval,  other  than  by  the  con¬ 
tracting  officer,  before  becoming  effec¬ 
tive. 

§  1007.205-3  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  See  §  7.205-3  of 
this  title. 

§  1007.205-4  Bill  of  materials.  See 
§  7.205-4  of  this  title. 

§  1007.205-6  Materiel  inspection  and 
receiving  report.  Pending  revision  of 
Chapter  I  of  this  title,  the  clause  set 
forth  in  §  1007.105-7  may  be  used. 

§  1007.205-50  Certificate  acceptance. 
According  to  the  instructions  of 
§  1007.4014,  the  clause  set  forth  in  that 
section  may  be  inserted. 

§  1007.205-51  General.  Any  other 
clauses  authorized  by  Chapter  I  of  this 
title  or  this  chapter,  according  to  in¬ 
structions  for  use,  may  be  used  when' 
necessary  or  desirable  to  cover  the  sub¬ 
ject  matter  contained  in  such  clauses. 

SUBPART  C — CLAUSES  FOR  FIXED-PRICE  RE¬ 
SEARCH  AND  DEVELOPMENT  CONTRACTS 

§  1007.300  Scope  of  subpart.  This 
subpart  sets  forth  clauses  for  use  in 
fixed-price-type  research  and  develop¬ 
ment  contracts. 

§  1007.302  Definitions.  As  used 
throughout  this  subpart,  the  term  “fixed- 
price  research  and  development  con¬ 
tract”  means  any  definitive  contract 
entered  into  on  a  fixed-price  basis  with 
or  without  provision  for  redetermination 
of  price,  for  experimental,  develop¬ 
mental,  or  research  work. 


§  1007.204-16  Negotiated  overhead 
rates.  See  §  7.204-16  of  this  title. 

§  1007.204-50  Shipments.  According 
to  the  requirements  of  §  1007.4004,  insert 
the  clause  set  forth  in  that  section. 

§  1007.204-51  Delay  in  delivery  of 
data.  According  to  the  requirements  of 


§  1007.303  Required  clauses.'  The  fol¬ 
lowing  clauses  will  be  inserted  in  all 
fixed-price  research  and  development 
contracts: 

§  1007.303-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title, 
and  add  the  following  paragraph  (d) : 
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(d)  The  term  "contract  work**  means  all 
work  to  be  performed  under  this  contract  in¬ 
cluding  any  studies  covering  fundamental, 
theoretical,  or  experimental  investigations; 
any  extension  of  the  investigative  findings 
and  theories  of  a  scientific  or  technical  na¬ 
ture  Into  practical  application;  any  tangible 
items,  hereinafter  referred  to  as  “supplies,” 
furnished  to  the  Government;  and  any  re¬ 
ports,  data,  computations,  plans,  drawings, 
and  specifications  with  respect  to  any  of  the 
foregoing. 

§  1007.303-2  Changes.  Insert  the 
clause  set  forth  in  §  1007.4025. 

f  1007.303-3  Extras.  Insert  the  clause 
eet  forth  in  §  7.103-3  of  this  title. 

§  1007.303-4  Inspection.  Insert  the 
clause  set  forth  in  §  1007.4037, 

g  1007 .303-5  Quality  control  specifica¬ 
tion.  Insert  the  clause  set  forth  in 
g  1007.4013. 

§  1007.303-6  Responsibility  for  con¬ 
tract  work. 

Responsibility  for  Contract  Work 

Except  as  otherwise  provided  in  this  con¬ 
tract,  (i)  the  contractor  shall  be  responsible 
for  the  oontract  work  until  it  is  delivered 
at  the  designated  delivery  point,  regardless 
of  the  point  of  inspection;  and  (ii)  the  con¬ 
tractor  shall  bear  all  risks  as  to  rejected 
contract  work  after  notice  of  rejection. 

g  1007.303-7  Payments. 

Payment 

The  contractor  shall  be  paid,  upon  the 
submission  of  properly  certified  invoices  or 
vouchers,  the  prices  stipulated  herein  for 
contract  work  delivered  and  accepted,  less 
deduction,  if  any,  as  herein  provided.  Unless 
otherwise  specified,  payment  will  be  made 
on  partial  deliveries  accepted  by  the  Gov¬ 
ernment  when  the  amount  due  on  such  de¬ 
liveries  so  warrants;  or  when  requested  by 
the  contractor,  payment  for  aooepted  partial 
deliveries  shall  be  made  whenever  such  pay¬ 
ment  would  equal  or  exceed  either  $1,000  or 
50  percent  of  the  total  amount  of  this  con¬ 
tract.  r 

§  1607.303-8  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8  of 
this  title,  but  see  §  1007.103-8. 

§  1007.303-9  Federal .  State,  and  local 
taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.303-10  Default. 

Default  , 

(a)  The  Government  may,  subject  to  the 
provisions  of  paragraph  (b)  below,  by  written 
Notice  of  Default  to  the  contractor,  terminate 
the  whole  or  any  part  of  this  contract  in  any 
one  of  the  following  circumstances : 

(i)  If  the  contractor  fails  to  make  delivery 
of,  or  to  perform,  the  contract  work  within 
the  time  specified  herein  or  any  extension 
thereof;  or 

(ii)  If  the  contractor  fails  to  perform  any 
of  the  other  provisions  of  this  contract,  or  so 
fails  to  make  progress  as  to  endanger  per¬ 
formance  of  thi6  contract  in  accordance  with 
its  terms,  and  in  either  of  these  two  circum¬ 
stances  does  not  cure  such  failure  within  a 
period  of  ten  (10)  days  (or  such  longer  period 
as  the  contracting  officer  may  authorize  In 
writing)  after  receipt  of  notice  from  the 
contracting  officer  specifying  such  failure. 

(b)  The  contractor  shall  not  be  liable  for 
any  excess  costs  if  any  failure  to  perform  the 
contract  arises  out  of  causes  beyond  the  con¬ 
trol  and  without  the  fault  or  negligence  of 
the  contractor.  Such  causes  Include,  but  are 
not  restricted  to,  acts  of  God  or  of  the  public 


enemy,  acts  of  the  Government,  fires,  floods, 
epidemics,  quarantine  restrictions,  strikes, 
freight  embargoes,  unusually  severe  weather, 
and  defaults  of  subcontractors  due  to  any  of 
such  causes  unless  the  contracting  officer 
shall  determine  that  the  contract  work  to  be 
furnished  by  the  subcontractor  was  obtain¬ 
able  from  other  sources  in  sufficient  time  to 
permit  the  contractor  to  meet  the  required 
delivery  schedule. 

(c)  In  the  event  the  Government  termi¬ 
nates  this  contract  in  whole  or  in  part  as  pro¬ 
vided  in  paragraph  (a)  of  this  clause,  the 
Government  may  procure,  upon  such  terms 
and  in  such  manner  as  the  contracting  offi¬ 
cer  may  deem  appropriate,  contract  work 
similar  to  that  so  terminated  and  the  con¬ 
tractor  shall  be  liable  to  the  Government  for 
any  excess  costs  for  such  similar  contract 
work:  Provided.  That  the  contractor  shall 
continue  the  performance  of  this  contract  to 
the  extent  not  terminated  under  the  pro¬ 
visions  of  this  clause. 

(d)  If  this  contract  is  terminated  as  pro¬ 
vided  in  paragraph  (a)  of  this  clause,  the 
Government,  in  addition  to  any  other  rights 
provided  in  this  clause,  may  require  contrac¬ 
tor  to  transfer  title  and  deliver  to  the  Gov¬ 
ernment,  in  the  manner  and  to  the  extent  di¬ 
rected  by  the  contracting  officer,  (i)  any 
completed  contract  work,  and  (ii)  such  par¬ 
tially  completed  contract  work  and  materials, 
parts,  tools,  dies,  Jigs,  fixtures,  plans,  draw¬ 
ings,  information,  and  contract  rights  (here¬ 
inafter  called  "manufacturing  materials”)  as 
the  contractor  has  specifically  produced  or 
specifically  acquired  for  the  performance  of 
such  part  of  this  contract  as  has  been  ter¬ 
minated;  and  the  contractor  shall,  upon  di¬ 
rection  of  the  contracting  officer,  protect  and 
preserve  property  in  possession  of  the  con¬ 
tractor  in  which  the  Government  has  an  in¬ 
terest.  The  Government  shall  pay  to  the 
contractor  the  contract  price  for  completed 
contract  work  delivered  to  and  accepted  by 
the  Government,  and  the  amount  agreed 
upon  by  the  contractor  and  the  contracting 
officer  for  manufacturing  materials  delivered 
to  and  accepted  by  the  Government  and  for 
the  protection  and  preservation  of  property. 
Failure  to  agree  shall  be  a  dispute  concerning 
a  question  of  fact  within  the  meaning  of  the 
clause  of  this  contract  entitled  “Disputes”. 

(e)  If,  after  notice  of  termination  of  this 
contract  under  the  provisions  of  paragraph 
(a)  of  this  clause,  it  is  determined  that  the 
failure  to  perform  this  contract  is  due  to 
causes  beyond  the  control  and  without  the 
fault  or  negligence  of  the  contractor  pursu¬ 
ant  to  the  provisions  of  paragraph  (b)  of 
this  clause,  such  Notice  of  Default  shall  be 
deemed  to  have  been  issued  pursuant  to  the 
clause  of  this  contract  entitled  "Termination 
for  Convenience  of  the  Government,”  and  the 
rights  and  obligations  of  the  parties  hereto 
shall  in  such  event  be  governed  by  such 
clause. 

(f)  If  the  Contractor  becomes  unable  to 
complete  the  contract  work  and  make  delivery 
at  the  time  specified  in  the  Schedule  because 
of  technical  difficulties,  notwithstanding  the 
exercise  of  good  faith  and  diligent  efforts  in 
the  performance  of  the  work  called  for  here¬ 
under,  it  may  give  the  Contracting  Officer 
written  notice  of  the  anticipated  default  with 
reasons  therefor.  Such  notice  and  reasons 
shall  be  delivered  not  less  than  forty-five 
(45)  days  before  the  completion  date  speci¬ 
fied  in  the  Schedule  or  within  such  time  as 
the  Contracting  Officer  deems  sufficient.  If 
such  notice  is  duly  given,  then  to  the  extent 
the  Interest  of  the  Government  makes  an 
extension  desirable  the  Contracting  Officer 
may,  in  his  discretion,  extend  the  period  of 
time  specified  in  the  Schedule  for  such 
period  as  he  deems  advisable,  and  this  con¬ 
tract  shall  then  he  modified  in  writing  ac¬ 
cordingly. 

(g)  The  rights  and  remedies  of  the  Gov¬ 
ernment  provided  in  this  clause  shall  not  be 
exclusive  and  are  in  addition  to  any  other 


rights  and  remedies  provided  by  law  or 
this  contract. 

§  1007.303-11  Disputes.  Inseit  the 
clause  set  forth  in  §  7.103-12  of  this  title 

§  1007.303-12  Notice  and  assistance 
regarding  patent  infringement  Insert 
the  clause  set  forth  in  §  9.104  at  this  title 

§  1007.303-13  Buy  American  Act.  in. 
sert  the  clause  set  forth  in  §  7 103-14  0f 
this  title.  1 

§  1007.303-14  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  thk 
title. 

§  1007.303-15  Eight-hour  law  of  1912 
Insert  the  clause  set  forth  in  §  12.303_j 
of  this  title. 

§  1007.303-16  Walsh-Healey  Public 
Contracts  Act.  Insert  the  clause  set 
forth  in  §  12.604  of  this  title. 

§  1007.303-17  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title. 

§  1007.303-18  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103 -19 
of  this  title. 

§  1007.303-19  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.303-20  Termination  for  co»- 
venience  of  the  Government.  Insert  the  i 
clause  set  forth  in.§  8.701  of  this  title. 

§  1007.303-21  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4038  <a). 

§  1007.303-22  Authorization  end  con¬ 
sent.  Insfert  the  clause  set  forth  in 
§  9.102-2  of  this  title. 

§  1007.303-23  Utilization  of  small 
business  concerns.  Insert  the  clause  set 
forth  in  §  7.104-14  of  this  title. 

§  1007.303-24  Patent  rights.  Accord¬ 
ing  to  the  requirements  of  §  9.107  of  this 
title,  insert  the  appropriate  clause  or 
clauses,  with  additional  provisions  as  pre¬ 
scribed,  set  forth  in  that  section. 

§  1007.303-25  Reproduction  and  use 
of  technical  data.  Insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.303-26  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  tins 
title. 

§  1007.304  Clauses  to  be  used  when 
applicable. 

§  1007.304-1  Gratuities.  According 
to  the  requirements  of  §  7.104-16  of  this 
title,  insert  the  clause  set  forth  in  that 
section. 

§  1007.304-2  Government- furnished 
property.  According  to  the  requirements 
of  §  13.502  of  this  title,  insert  the  clause 
set  forth  in  that  section. 

§  1007.304-3  Reporting  of  royalties. , 
According  to  the  requirements  of  §  9.110 
of  this  title,  insert  the  clause  set  forth 
therein,  but  see  §  9.110-2  of  this  title. 

§  1007.304-5  Military  security  require¬ 
ments.  According  to  the  requirements 
of  §  7.104-12  of  this  title,  insert  the  clause 
set  forth  in  that  section. 

§  1007.304-6  Delay  m  delivery  of  data. 
According  to  the  requirements  of 
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1 1007.4036,  insert  the  clause  .set  forth 
in  that  section. 

§  1007.304-7  Superseding  specifica¬ 
tions.  According  to  the  requirements  of 
§  1007.4024,  insert  the  clause  set  forth 
in  that  section. 

§  1007  304-8  Copyright.  According  to 
the  requirements  of  subpart  B,  Part  9 
of  this  title  and  subpart  B,  Part  1009  of 
this  chapter,  insert  the  clause  set  forth  in 
{ 9.202  or  §  9.204  of  this  title,  or  as  the 
case  may  be. 

§1007.304-9  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of  this 

-  title. 

§  1007.304-10  Examination  of  records. 
According  to  the  requirements  of 
{ 7.104-15  of  this  title,  insert  the  clause 
set  forth  in  that  section  and  add  thereto 
the  paragraph  (c)  set  forth  in 
.§  1007.104-15. 

§  1007.304-11  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.304-12  Alterations  in  contract. 
According  to  instructions  for  use,  insert 
the  clause  set  forth  in  §  7.105-1  of  this 

title. 

§  1007.304-13  Inspection  and  audit. 
According  to  the  requirements  of 
§1007.4023,  insert  the  clause  set  forth 
in  that  section. 

§  1007.304-14  Priorities,  allocations 
and  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title, 
insert  the  clause  set  forth  in  §  7.104-18  of 
this  title. 

§  1007.305  Additional  clauses ...  The 
following  clauses  may  be  used  when  de-. 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses: 

§  1007.305-1  Furnishing  of  materials 
or  supplies  by  the  Government  at  its 
option.  According  to  the  provisions  of 
§1007.4009,  the  clause  in  that  section 
may  be  inserted. 

§  1007.305-2  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  The  clause  set 
forth  in  §  7.105-3  of  this  title  may  be 
inserted. 

§  1007.305-3  Shipments.  If  supplies 
are  to  be  delivered  to  the  Government, 
the  clause  set  forth  in  §  1007.40C4  may 
be  inserted. 

§  1007.305-4  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title,  or  this  chapter,  according  to  in¬ 
structions  for  use,  may  be  used  when 
necessary  to  cover  the  subject  matter 
contained  in  such  clause. 

SUBPART  D — CLAUSES  FOR  COST-REIMBURSE¬ 
MENT-TYPE  RESEARCH  AND  DEVELOPMENT 

CONTRACTS 

§  1007.400  Scope  of  subpart.  This 
subpart  sets  forth  clauses  for  use  in  cost- 
reimbursement-type  research  and  devel¬ 
opment  contracts. 
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5  1007.4Q2  Definitions.  As  used 
throughout  this  subpart  the  term  “cost- 
reimbursement-type  research  and  devel¬ 
opment  contract”  means  any  cost,  cost¬ 
sharing,  or  cost-plus-a-fixed-fee  contract 
(other  than  a  letter  contract,  notice  of 
award,  or  amendment  or  modification  to 
a  contract)  which  provides  for  experi¬ 
mental,  developmental  or  research  work. 
This  subpart  includes  both . 

(a)  Clauses  for  use  in  contracts  with 
nonprofit  institutions  or  organizations 
receiving  no  fee. 

(b)  Clauses  for  use  in  contracts  with 
commercial  contractors,  or  other  con¬ 
tractors  receiving  a  fee. 

§  1007.403  Required  clauses.  The  fol¬ 
lowing  clauses  will  be  inserted  in  all 
cost-reimbursement-type  research  and 
development  contracts. 

§  1007.403-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title 
and  add  the  paragraph  (d)  set  forth  in 
§  1007.303-1. 

§  1007.403-2  Changes.  The  following 
clause  will  be  inserted  in  all  contracts 
with  commercial  Contractors,  or  other 
contractors  receiving  a  fee.  This  clause 
need  not  be  included  in  contracts  with 
nonprofit  institutions  of  organizations 
receiving  no  fee. 

Changes 

The  contracting  officer  may,  at  any  time 
by  a  written  order,  make  changes  in  or  addi¬ 
tions  to  the  drawings  and  specifications, 
issue  additional  instructions,  require  addi¬ 
tional  work  within  the  general  scope  of  the 
contract,  or  change  the  place  of  delivery, 
method  of  shipment,  or  the  amount  of  Gov¬ 
ernment-Furnished  property.  If  any  such 
change  causes  an  increase  or  decrease  in  the 
estimated  cost  of,  or  the  time  required  for 
performance  of  this  contract,  or  otherwise 
affects  any  other  provision  of  this  contract, 
an  equitable  adjustment  shall  be  made  (i) 
in  the  estimated  cost  or  delivery  schedule, 
or  both  (ii)  in  the  amount  of  any  fixed  fee 
to  be  paid  to  the  contractor,  and  (iii)  in 
such  other  provisions  of  the  contract  as 
may  be  so  affected,  and  the  contract  shall 
be  modified  in  writing  accordingly.  Any 
claim  by  the  contractor  for  adjustment  un¬ 
der  this  clause  must  be  asserted  within  sixty 
(60)  days  from  the  date  of  receipt  by  the 
contractor  of  the  notification  of  change: 
Provided,  however.  That  the  contracting  offi¬ 
cer,  if  he  decides  that  the  facts  Justify  such 
action,  may  receive  and  act  upon  any  such 
claim  asserted  at  any  time  prior  to  final  pay¬ 
ment  under  this  contract.  Failure  to  agree 
to  any  adjustment  shall  be  a  dispute  con¬ 
cerning  a  question  of  fact  within  the  mean¬ 
ing  of  the  clause  of  this  contract  entitled 
"Disputes.”  However,  nothing  in  this  clause 
shall  excuse  the  contractor  from  proceeding 
with  the  contract  as  changed. 

§  1007.403-3  Limitation  of  cost.  In¬ 
sert  the  clause  set  forth  in  §  7.203-3  of 
this  title. 

§  1007.403-4  Allowable  cost,  fixed  fee, 
and  payment.  Insert  the  clause  set  forth 
in  §  7.203-4  of  this  title  unless  the  con¬ 
tract  is  with  a  nonprofit  institution  or  or¬ 
ganization  receiving  no  fee,  in  which  case 
insert  the  following  clause: 

Allowable  Cost  and  Payment 

(a)  For  the  performance  of  this  contract, 
the  Government  shall  pay  to  the  contractor 
the  cost  thereof  determined  by  the  con¬ 
tracting  officer  to  be  allowable  in  accordance 


with  part  3  of  section  XV  of  the  Armed  Serv¬ 
ices  Procurement  Regulation  as  In  effect  on 
the  <late  of  this  contract  and  the  schedule 
(hereinafter  referred  to  as  “Allowable  Cost”). 

It  being  understood  and  agreed,  without 
limiting  the  generality  of  the  foregoing,  the 
following  shall  be  considered  as  allowable 
items  of  cost  hereunder  when  incurred  or 
paid  by  the  contractor  and  when  necessary 
and  required  and  used  for  the  performance 
of  the  work  hereunder : 

(1)  Salaries  and  wages.  Expenditures  by 
the  contractor  fpr  the  salaries  ajjd  wages  of 
its  personnel  and  borrowed  personnel  directly 
engaged  in  the  performance  of  work  here¬ 
under  and  properly  allocable  thereto  includ¬ 
ing  salaries  and  wages  for  vacation  and  sick 
leave  pay  of  its  personnel  pursuant  to  the 
established  practice  of  the  contractor,  plus 
Federal  and  State  social  security  taxes  paid  by 
the  contractor  and  properly  allocable  to  such 
salaries  and  wages:  Provided  however.  That 
the  premium  portion  of  overtime  wage  pay¬ 
ments  shall  be  an  allowable  item  of  cost  here¬ 
under  only  if  and  to  the  extent  that  the 
overtime  work  for  which  such  payments  are 
made  shall  have  been  expressly  authorized  in 
writing  by  the  contracting  officer. 

(2)  Materials  and  services.  Expenditures 
by  the  contractor  for  such  materials,  sup-,- 
plies,  apparatus,  tooling,  equipment,  and 
other  articles  (including  processing  and  test¬ 
ing  thereof  by  others  and  rental  of  apparatus 
and  equipment  from  others)  properly  allo¬ 
cable  to  performance  of  the  work  hereunder 
and  for.  the  services  of  others  not  reimbursed 
under  subparagraph  (1),  as  are  necessary  for 
performance  of  its  undertakings  hereunder. 

(3)  Communication  and  shipping.  Ex¬ 
penditures  by  the  contractor  necessary  for 
performance  of  its  undertakings  hereunder 
for  long-distance  telephone  calls,  telegrams, 
cablegrams,  radiograms,  postage,  freight,  ex¬ 
press,  and  drayage. 

(4)  Travel.  Expenditures  by  the  contrac¬ 
tor  for  transportation  of  the  persons  directly 
engaged  In  the  performance  of  the  work 
hereunder  as  approved  by  the  Contracting 
Officer,  plus,  as  provided  in  the  Schedule, 
either  reasonable  actual  subsistence  ex¬ 
penses  or  per  diem:  Provided,  That  the  ex¬ 
pense  for  transportation  hereunder  by  motor 
vehicle,  other  than  common  carrier  or  rented 
automobile,  shall  be  reimbursed  on  an  actual 
cost  basis,  or,  at  the  Contractor’s  option,  on 
a  mileage  basis  at  a  rate  not  exceeding  eight 
(8)  cents  per  mile  per  vehicle,  in  lieu  of  the 
actual  expenses  of  such  transportation.  ' 

(5)  Subcontracts.  Expenditures  by  the 
contractor  representing  payments  to  sub¬ 
contractors  performing  any  contract  work 
hereunder. 

(6)  Government-owned  or  rented  equip¬ 
ment.  Expenditures  by  the  contractor  here¬ 
under  for  protection  and  maintenance  of 
Government-owned  or  of  rented  equipment. 

(7)  Rearrangement  or  relocation.  Not¬ 
withstanding  paragraph  (m)  of  the  clause 
hereof  entitled  “Government  Property,”  ex¬ 
penditures  by  the  contractor  for  rearrange¬ 
ment  or  relocation  of  facilities  or  plant  sites 
or  for  restoring  such  facilities  or  plant  sites 
to  substantially  the  same  condition  as  prior 
to  such  rearrangement  or  relocation:  Pro¬ 
vided,  however.  That  in  the  event  the  con¬ 
tractor  elects  to  retain  the  benefit  of  such 
rearrangement  or  relocation,  the  contractor 
shall  return  to  or  credit  the  Government 
with  the  portion  of  the  reimbursement  by 
the  Government  for  its  expenditure  therefor 
determined  by  negotiation  betwee£  the  con¬ 
tractor  and  the  contracting  officer  to  be  fair 
and  proper. 

(8)  Overhead.  Such  amounts  representing 
Contractor’s  overhead  costs  determine  ac¬ 
cording  to  the  clause  of  the  contract  entitled 
“Negotiated  Overhead  Rates”. 

(b)  Contractor  shall  exercise  due  diligence 
to  secure  materials  and  services  at  the  most 
advantageous  prices  available,  having  due  re¬ 
gard  to  quality. 
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(c)  Once  each  month  (or  at  more  frequent 
Intervals,  if  approved  by  the  Contracting 
Officer)  the  Contractor  may  submit  to  an 
authorized  representative  of  the  Contracting 
Officer,  In  such  form  and  reasonable  detail 
as  such  representative  may  require,  an  In¬ 
voice  or  public  voucher  supported  by  a 
statement  of  cost  Incurred  by  the  Contractor 
In  the  performance  of  this  contract  and 
claimed  to  constitute  "Allowable  Cost."  Each 
statement  of  cost  shall  be  certified  by  an 
officer  or  other  responsible  official  of  the  Con¬ 
tractor  authorized  by  it  to  certify  such 
statements. 

(d)  As  promptly  as  may  be  practicable 
after  receipt  of  each  invoice  or  voucher  and 
statement  of  cost,  the  Government  shall, 
except  as  hereinafter  provided  and  subject 
to  the  provisions  of  paragraph  (e)  below, 
make  payment  thereon  as  approved  by  the 
Contracting  Officer.  After  payment  of  eighty 
(80)  percent  of  the  total  estimated  cost  of 
performance  of  this  contract,  as  from  time 
$o  time  amended,  further  payment  on  ac¬ 
count  of  “Allowable  Cost”  shall  be  withheld 
until  a  reserve  of  either  (i)  one  (1)  percent 
of  such  total  estimated  cost,  or  (ii)  $10,000, 
whichever  amount  is  less,  shall  have  been  set 
aside,  such  reserve  or  the  balance  thereof  to 
be  retained  until  the  execution  and  delivery 
of  a  release  by  the  Contractor  as  provided 
in  paragraph  (f)  hereof. 

(e)  At  any  time  or  times  prior  to  final 
payment  under  this  contract,  the  Contract¬ 
ing  Officer  may  cause  to  be  made  such  audit 
of  the  invoice  or  vouchers  and  statements 
of  cost  as  shall  be  deemed  necessary.  Each 
payment  theretofore  made  shall  be  subject 
to  reduction  to  the  extent  of  amounts  in¬ 
cluded  in  the  related  invoice  or  voucher 
and  statement  of  cost  which  are  found  by 
the  Contracting  Officer  on  the  basis  of  such 
units  not  to  constitute  "Allowable  Cost,” 
and  shall  also  be  subject  to  reduction  for 
overpayments  or  to  increase  for  underpay¬ 
ments  on  preceding  invoices  or  vouchers.  On 
receipt  of  the  voucher  or  invoice  designated 
by  the  Contractor  as  the  "completion 
voucher”  or  “completion  invoice”  and  state¬ 
ment  of  cost,  which  shall  be  submitted  by 
the  Contractor  as  promptly  as  may  be  prac¬ 
ticable  following  completion  of  the  work  un¬ 
der  this  contract  but  in  no  event  later  than 
one  (1)  year  (or  such  longer  period  as  the 
Contracting  Officer  may,  in  his  discretion, 
approve  in  writing)  from  the  date  of  such 
completion,  and  following  compliance  by  the 
Contractor  with  all  provisions  of  this  con¬ 
tract  (including,  without  limitation,  provi¬ 
sions  relating  to  patents  and  the  provisions 
of  pars,  (f)  and  (g)  of  this  clause),  the 
Government  shall  as  promptly  as  may  be 
practicable  pay  any  balance  of  "Allowable 
Cost.” 

(f)  The  Contractor  shall  execute  and  de¬ 
liver  at  the  time  of  and  as  a  condition  prece¬ 
dent  to  final  payment  under  this  contract,  a 
release  discharging  the  Government,  its  offi¬ 
cers,  agents,  and  employees  of  and  from  all 
liabilities',  obligations,  and  claims  arising  out 
of  or  under  this  contract,  subject  only  to 
the  following  exceptions : 

(1)  Specified  claims  in  stated 'amounts  or 
In  estimated  amounts  where  the  amounts  are 
not  susceptible  of  exact  statement  by  the 
Contractor. 

(2)  Claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  based  upon  the  lia¬ 
bilities  of  the  Contractor  to  third  parties 
arising  out  of  the  performance  of  the  con¬ 
tract,  which  are  not  known  to  the  Contractor 
on  the  date  of  the  execution  of  the  release, 
and  of  which  the  Contractor  gives  notice  in 
writing  to  -the  Contracting  Officer  not  more 
than  six  (6)  years  after  the  date  of  the  re¬ 
lease  or  the  date  of  any  notice  to  the  Con¬ 
tractor  that  the  Government  is  prepared  to 
make  final  payment,  whichever  is  earlier. 

(3)  Claims  for  reimbursement  of  costs' 
(other  than  expenses  of  the  Contractor  by 
reason  of  its  idemniflcatlon  of  the  Govern- 
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ment  against  patent  liability) ,  including 
reasonable  expenses  incidental  thereto,  in¬ 
curred  by  the  Contractor  under  the  provisions 
of  the  contract  relating  to  patents. 

(g)  The  Contractor  agrees  that  any  re¬ 

funds,  rebates,  or  credits  (including  any  in¬ 
terest  thereon)  accruing  to  or  received  by  the 
Contractor  which  arise  out  of  the  perform¬ 
ance  of  this  contract  and  on  account  of  which 
the  Contractor  has  received  reimbursement 
shall  be  paid  by  the  Contractor  to  the  Gov¬ 
ernment.  The  Contractor  shall  execute  and 
deliver  at  the  time  of  and  as  a  condition 
precedent  to  final  payment  under  this  con¬ 
tract,  an  assignment  to  the  Government  of 
refunds,  rebates,  or  credits  (including  any' 
interest  thereon)  arising  out  of  the  perform¬ 
ance  of  this  contract,  in  form  and  substance 
satisfactory  to  the  Contracting  Officer.  Rea¬ 
sonable  expenses  incurred  by  the  Contractor 
for  the  purpose  of  securing  any  such  refunds, 
rebates  or  credits  shall  constitute  “Allow¬ 
able  Cost”  when  approved  by  the  Contracting 
Officer.  i 

(h)  Any  cost  incurred  by  the  Contractor 
under  the  terms  of  this  contract  which  would 
constitute  "Allowable  Cost”  under  the  pro¬ 
visions  of  this  clause  shall  be  included  in 
determining  the  amount  payable  under  this 
contract,  notwithstanding  any  provisions 
contained  in  the  specifications  or  other  docu¬ 
ments  incorporated  in  this  contract  by  refer¬ 
ence,  designating  services  to  be  performed 
or  materials  to  be  furnished  by  the  Contrac¬ 
tor  at  its  expense  or  without  cost  to  the 
Government. 

i 

§  1007.403-5  Inspection.  Insert  either 
the  clause  set  forth  below  or  the  clause 
set  forth  in  §  1007.4037. 

Inspection  and  Correction  of  Defects 

(a)  All  work  under  this  contract  shall  be 
subject  to  inspection  and  test  by  the  Govern¬ 
ment,  to  the  extent  practicable  at  all  reason¬ 
able  times  and  places  including  the  period 
of  performance,  and  in  any  event  prior  to 
final  acceptance.  The  Contractor  shall  pro¬ 
vide  and  maintain  an  inspection  system  ac¬ 
ceptable  to  the  Government  covering  the 
work  hereunder.  The  Government,  through 
any  authorized  representative,  may  inspect 
the  plant  or  plants  of  the  Contractor  or  of 
any  of  its  subcontractors  engaged  in  the 
performance  of  this  contract.  If  any  in¬ 
spection  or  test  is  made  by  the  Government 
on  the  premise  of  the  Contractor  or  a  sub¬ 
contractor,  the  Contractor  shall  provide  and 
shall  require  subcontractors  to  provide  all 
reasonable  facilities  and  assistance  for  the 
safety  and  convenience  of  the  Government 
inspectors  in  the  performance  of  their  duties. 
All  inspections  and  tests  by  the  Government 
shall  be  performed  in  such  a  manner  as  will 
not  unduly  delay  the  work.  Final  inspec¬ 
tion  and  acceptance  by  the  Government  shall 
be  made  as  promptly  as  practicable  after  de¬ 
livery.  The  time  and  place  of  delivery,  final 
inspection,  and  acceptance  shall  be  as  set 
forth  in  the  schedule. 

(b)  The  Contractor  warrants  that  the 
services  rendered  in  the  performance  of  this 
contract  will  conform  to  the  requirements 
of  this  contract  and  to  high  professional 
standards  in  the  field,  and  that  any  article 
delivered  to  the  Government  under  this  con¬ 
tract  will  conform  to  the  requirements  of 
this  contract  and  will  not  be  defective  in 
material  or  workmanship. 

(c)  At  any  time  during  performance  of 
this  contract,  but  not  later  than  six  (6) 
months  (or  such  other  period  as  may  be  pro¬ 
vided  in  the  schedule)  after  final  acceptance, 
the  Government  may  require  the  Contractor 
to  remedy  by  correction  or  replacement  as  di¬ 
rected  by  the  Contracting  Officer,  any  failure 
by  the  contractor  to  comply  with  its  obliga¬ 
tions  under  paragraph  (b)  hereof.  Except  as 
otherwise  provided  in  paragraph  (d)  hereof, 
the  cost  of  any  such  replacement  or  correc¬ 
tion  shall  be  included  in  "Allowable  Cost” 


determined  as  provided  in  the  clause  of  thk  * 
contract  entitled  “Allowable  Cost,  Fixed  ft* 
and  Payment,"  but  no  additional  fee  shall  be 
payable  with  respect  thereto.  Corrected  u- 
tides  shall  not  be  tendered  again  for  ad 
ceptance  unless  the  former  tender  and  the 
requirement  of  correction  is  disclosed,  ji 
the  contractor  fails  to  proceed  with  reason- 
able  promptness  to  perform  such  replace! 
ment  or  correction,  the  Government  (i)  may  ] 
by  contract  or  otherwise  perform  such  re-  ■ 
placement  or  correction  and  charge  to  the 
contractor  any  increased  cost  occasioned  the 
Government  thereby,  or  may  reduce  any  fixed 
fee  payable  under  this  contract  (or  require 
repayment  of  any  fixed  fee  theretofore  paid) 
in  such  amount  as  may  be  equitable  under 
the  circumstances;  or  (ii)  in  the  case  of  ar., 
tides  not  delivered,  may  require  the  deliver; 
of  such  articles,  and  shall  have  the  right 
to  reduce  any  fixed  fee  payable  under  this 
contract  (or  to  require  repayment  of  any 
fixed  fee  theretofore  paid)  in  such  amount 
as  may  be  equitable  under  the  circumstances; 
or  (iii)  may  terminate  this  contract  for  de¬ 
fault  as  provided  in  the  clause  of  this  con- 
tract  entitled  "Termination.”  Failure  to 
agree  on  the  amount  of  any  such  increased 
cost  to  be  charged  to  the  Contractor  or  to 
such  reduction  in,  or  repayment  of,  the 
fixed  fee  shall  be  a  dispute  concerning  a  ques¬ 
tion  of  fact  within  the  meaning  of  the  clause 
of  this  contract  entitled  “Disputes." 

(dj  Notwithstanding  the  provisions  of  par-  1 
graph  (c)  hereof,  the  Government  may  at 
any  time  require  the  contractor  to  remedy  by 
correction  or  replacement,  without  cost  to 
the  Government,  any  failure  by  the  Contrac-  •; 
tor  to  comply  with  its  obligations  under  par¬ 
agraph  (b)  hereof,  if  such  failure  is  due  to 
fraud,  lack  of  good  faith,  or-  willful  miscon- 
duct  on  the  part  of  any  of  the  contractor’s 
directors  or  officers,  or  on  the  part  of  any  of 
its  managers,  superintendents,  or  other 
equivalent  representatives,  who  has  super- 
-  vision  or  direction  of  (i)  all  or  substantially 
all  of  the  Contractor’s  business;  or  (ii)  all  or 
substantially  all  of  the  Contractor’s  opera¬ 
tions  at  any  one  plant  or  separate  location  in 
which  this  contract  is  being  performed;  or 
(iii)  a  separate  and  complete  major  indus¬ 
trial  operation  in  connection  with  the  per¬ 
formance  on  this  contract.  Fraud,  lack  of 
good  faith,  or  willful  misconduct  on  the  part 
of  any  of  such  supervisory  personnel  shall  be 
deemed  to  include  the  selection  of  individual 
employees  or  the  retention  of  employees  after 
any  of  such  supervisory  personnel  has  reason 
to  believe  that  such  employees  are  habitually 
careless  or  otherwise  unqualified. 

(e)  Corrected  articles  tendered  as  replace¬ 
ments  shall  be  subject  to  the  provisions  of 
this  clause  in  the  same  manner  and  to  the 
same  extent  as  supplies  originally  delivered 
under  this  contract. 

(f)  The  Contractor  shall  make  its  record* 
of  all  inspection  work  available  to  the  Gov¬ 
ernment  during  the  performance  of  this  con¬ 
tract  and  for  such  longer  periods  as  may  l* 
specified  in  this  contract. 

(g)  Except  as  provided  in  this  clause  and- 
as  may  be  provided  in  the  Schedule,  the  Con¬ 
tractor  shall  have  no  obligation  or  liability  to 
correct  or  replace  supplies  or  lots  of  supplies 
which  at  the  time  of  delivery  are  defective  in 
materials  or  workmanship  or  otherwise  not  in 
conformity  with  the  requirements  of  this 
contract. 

(h)  Except  as  otherwise  provided  in  the 

schedule,  the  contractor’s  obligation  to  cor¬ 
rect  or  replace  Government-furnished  prop¬ 
erty  (which  is  property  in  the  possession  of 
or  acquired  directly  by  the  Government  and 
delivered  or  otherwise  made  available  to  the  \ 
contractor)  shall  be  governed  by  the  pro¬ 
visions  of  the  clause  of  this  contract  entitled 
"Government  Property.”  » 

§  1007.403-6  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8  of  j 
this  title  unless  the  contract  is  with  a 


/ 


Saturday,  March  1 ,  1958 

nonprofit  institution  or  organization  re- 
jjjyipg  no  fee,  in  which  case  insert  the 
following  clause : 

Assignment  Prohibited 

Neither  this  contract,  nor  any  Interest 
tuerein,  nor  any  claim  arising  hereunder, 
sball  be  transferred  or  assigned  by  the  Con¬ 
tractor  to  any  other  person. 

$  1007.403-7  Records.  Insert  the 
(lause  set  forth  in*§  7.203-7  of  this  title. 

§  1007.403-8  Subcontracts.  Insert  the 
clause  set  forth  in  §  7.203-8,  substi¬ 
tuting  a  comma  for  the  period  after  the 
ford  “basis”  in  paragraph  b  (iv)  thereof, 
jfrting  the  following  “(v)  or  involves 
research  and  development  work”  and 
add  the  paragraph  (f)  set  forth  in 
j  1007.203-8.  , 

§  1007.403-9  Utilization  of  small  busi¬ 
ness  concerns.  Insert  the  clause  set  f o?th 
jn !  7.104-14  of  this  title. 

§  1007.403-10  Termination.  Insert 
the  clause  set  forth  in  §  8.702  of  this 
title  unless  the  contract  is  with  a  non¬ 
profit  institution  or  organization  receiv¬ 
ing  no  fee,  in  which  case  insert  the  clause 
tet  forth  in  §  8.704  of  this  title. 

§1007.403-11  Excusable  delays.  In- 
gert  the  clause  set  forth  in  §  7.203-11  of 
this  title  which  will  be  designated  “(a)” 
and  add  paragraph  (f)  of  the  clause  set 
forth  in  §  1007.303-10  which  will  be  des¬ 
ignated  “(b) 

§  1007.403-12  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12. 

§1007.403-13  Notice  and  assistance 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this  title. 

§1007.403-14  Buy  American  Act.  In¬ 
sert  the  clause  set  forth  in  §  7.103-14  of 
this  title. 

§1007.403-15  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 

title. 

§  1007.403-16  Eight-hour  law  of  1912. 
Insert  the  clause  set  forth  in  §  12.303-1 
of  this  title.  Note  the  introductory  pro- 
ftsions  required  by  §  12.303-2  of  this 
title  in  the  case  of  contracts  with  a  State, 
or  political  subdivision  thereof. 

§  1007.403-17  Nondiscrimination  in 
mployment.  Insert  the  clause  set  forth 
in§  12.802  of  this  title. 

§  1007.403-18  Officials  not  to  benefit. 
bsert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.403-19  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.403-20  Patent  rights.  Accord¬ 
ing  to  the  requirements  of  §  9.107  of  this 
title,  insert  the  appropriate  clause  or 
clauses  set  forth  in  that  section,  with 
additional  provisions  as  prescribed. 

§  1007.403-21  Government  property. 
Insert  the  clause  set  forth  in  §  13.503  of 
tiiis  title,  unless  the  contract  is  with  a 
nonprofit  institution  or  organization  re¬ 
ceiving  no  fee,  in  which  case  insert  the 
clause  iet  forth  in  §  13.506  of  this  title. 

§  1007.403-22  Insurance  liability  to 
third  persons.  Insert  the  clause  set  forth 
fa  §  7.203-22  of  this  title,  except  that  if 
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the  contract  is  with  a  nonprofit  institu-f 
tion  or  organization  receiving  no  fee,  the 
title  of  the  clause  referred  to  in  the  last 
line  of  paragraph  (c)  thereof  will  be 
amended  to  read  “Allowable'  Cost  and 
Payment.” 

§  1007.403-23  Authorization  and  con¬ 
sent.  insert  the  clause  set  forth  in 
§  9.102-2  of  this  title. 

§  1007.403-24  Quality  control  specifi¬ 
cation.  The  clause  set  forth  in 
§  1007.4013  will  be  inserted  in  ail  con¬ 
tracts  with  commercial  contractors,  or 
other  contractors  receiving  a  fee.  This 
clause  need  not  be  included  in  contracts 
with  nonprofit  institutions  or  organiza¬ 
tions  receiving  no  fee. 

i  §  1007.403-25  Reproduction  and  use 
of  technical  data.  Insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.403-26  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.404  Clauses  to  be  used  when 
applicable. 

§  1007.404-3  Filing  of  patent  applica¬ 
tions.  According  to  the  requirements  of 
§  9.106  of  this  title,  insert  the  clause  set 
forth  therein,  but  see  $  9,106-1  of  this 
title. 

§  1007.404-4  Reporting  of  royalties. 
According  to  the  requirements  of  §  9.110 
of  this  title,  insert  the  clause  set  forth 
therein,  but  see  §  9.110-2  of  this  title. 

§  1007.404-5  Copyright.  According 
to  the  requirements  of  Subpart  E,  Part  9, 
of  this  title  and  Subpart  B,  Part  1009, 
of  this  chapter,  insert  the  clause  set 
forth  in  §  9.202  or  §  9.204  of  this  title. 

§  1007.404-7  Military  security  require¬ 
ments.  According  to  the  requirements 
of  §  7.204-12  of  this  title,  insert  the 
clause  set  forth  in  5  7.104-12  of  this  title 
as  amended  by  §  7.204-12  of  this  title, 
unless  the  contract  is  with  a  nonprofit 
institution  or  organization  receiving  no 
fee,  in  which  case  insert  the  following 
clause  according  to  the  requirements  of 
§  7.204-12  of  this  title. 

MILITARY  SECURITY  REQUIREMENT 

(a)  The  provisions  of  this  clause  shall 
apply  to  the  extent  that  this  contract  in¬ 
volves  access  to  information  classified  “Con¬ 
fidential”  including  “Confidential — Modified 
Handling  Authorized”  or  higher. 

(b)  The  Government  shaU  notify  the  con¬ 
tractor  of  the  security  classification  of  this 
contract  and  the  elements  thereof,  and  of 
any  subsequent  revisions  in  such  security 
classification,  by  the  use  of  a  Security  Re¬ 
quirement  Checklist  (DD  Form  254)  and 
Appendage  thereto  .(DD  Form  254-1).  . 

(c)  To  the  extent  the  Government  has  in¬ 
dicated  as  of  the  date  of  this  contract,  or 
thereafter  indicates,  security  classification 
under  this  contract  as  provided  in  paragraph 
(b)  above,  the  Contractor,  except  as  other¬ 
wise  provided  in  this  clause,  shall  safeguard 
all  classified  elements  of  this  contract  and 
shall  provide  and  maintain  a  system  of  se¬ 
curity  controls  within  its  own  organization 
in  accordance  with  the  requirements  of  (i) 
the  Department  of  Defense  Industrial  Secu¬ 
rity  Manual  for  Safeguarding  Classified  Se¬ 
curity  Information  as  in  effect  on  the  date  of 
this  contract,  which  manual  is  hereby  in¬ 
corporated  by  reference  and  made  a  part 
of  this  contract;  and  (ii)  any  amendments 
to  said  manual  required  by  the  demands  of 


national  security  as  determined  by  the  Gov¬ 
ernment  and  made  after  the  date  of  this 
contract,  notice  of  which  has  been  furnished 
to  the  Contractor  by  the  Contracting  Officer. 

(d)  Designated  representatives  of  the  Gov¬ 
ernment  responsible  for  inspection  pertain¬ 
ing  to  industrial  security  shall  have  the  right 
to  inspect  at  reasonable  Intervals  the  pro¬ 
cedures,  methods,  and  facilities  utilized  by 
the  Contractor  in  complying  with  the  re¬ 
quirements  of  the  terms  and  conditions  of 
this  clause.  Should  the  Government, 
through  its  authorized  representative,  deter¬ 
mine  that  the  Contractor  has  not  complied 
With  such  requirements,  the  Government 
shall  inform  the  Contractor  in  writing  of  the 
proper  actions  to  be  taken  in  order  to  effect 
compliance  with  such  requirements. 

(e)  In  the  event  a  change  in  security  re¬ 
quirements,  as  provided  in  paragraphs  (b) 
and  (c),  results  (i)  in  a  change  in  the  secu¬ 
rity  classification  of  this  contract  or  any  ele¬ 
ment  thereof  from  a  nonclassified  status  to  a 
classified  status  or  from  a  lower  classification 
to  a  higher  classification,  or  (li)  in  more 
restrictive  area  controls  than  previously  re¬ 
quired,  the  Contractor  shall  exert  every  rea¬ 
sonable  effort  compatible  with  its  established 
policies  to  continue  the  performance  of  work 
under  the  contract  in  compliance  with  such 
change  in  security  classification  or  require¬ 
ments.  If,  despite  such  reasonable  efforts, 
the  Contractor  determines  that  the  continu¬ 
ation  of  work  under  this  contract  is  not  prac¬ 
ticable  because  of  such  change  in  security 
classification  or  requirements,  it  shall  so  no¬ 
tify  the  Contracting  Officer  in  writing. 

(f)  After  receiving  such  written  notifica¬ 
tion,  the  Contracting  Officer  shall  explore  the 
circumstances  surrounding  the  proposed 
change  in  security  classification  or  require¬ 
ments  and  shall  endeavor  to  work  out  a  mu¬ 
tually  satisfactory  method  whereby  the  Con¬ 
tractor  can  continue  performance  of  the  work 
under  this  contract. 

(g)  If,  upon  the  expiration  of  fifteen  '(15) 
days  after  receipt  by  the  Contracting-  Officer 
of  such  written  notification,  (i)  the  applica¬ 
tion  to  this  contract  of  such  change  in  secu¬ 
rity  classification  or  requirements  has  not 
been  withdrawn,  or  (ii)  a  mutually  satisfac¬ 
tory  method  for  continuing  performance  of 
work  under  this  contract  has  not  been  agreed 
upon,  the  Contractor  may  request  the  Con¬ 
tracting  Officer  to  terminate  the  contract 
in  whole  or  in  part.  Thereupon,  the  Con¬ 
tracting  Officer  shall  terminate  the  contract 
in  whole  or  in  part,  as  may  be  appropriate, 
and  such  termination  shall  be  deemed  a  ter¬ 
mination  under  the  provisions  of  the  clause 
of  this  contract  entitled  “Termination  for 
the  Convenience  of  the  Government.” 

(h)  The  Contractor  agrees  to  insert,  in  all 
subcontracts  hereunder  which  involve  access 
to  classified  information,  provisions  which 
shall  conform  substantially  to  the  language 
of  this  clause,  including  this  paragraph  (h), 
but  excluding  paragraphs  (e),  (f),  and  (g)  of 
this  clause. 

(i)  The  Contractor  also  agrees  that  it  shall 
determine  that  any  subcontractor  proposed 
by  it  for  the  furnishing  of  supplies  and  serv¬ 
ices  which  will  involve  access  to  classified  in¬ 
formation  in  the  Contractor’s  custody  has 
been  granted  an  appropriate  facility  security 
clearance  which  is  still  in  effect,  prior  to  be¬ 
ing  accorded  access  to  such  classified  infor¬ 
mation. 

§  1007.404-8  Walsh-Healey  Public 
Contracts  Acts.  According  to  the  re¬ 
quirements  of  Subpart  P,  Part  12,  of  this 
title  and  Subpart  P,  Part  1012,  of  this 
chapter,  insert  the  clause  set  forth  in 
i  12.604  of  this  title. 

§  1007.404-9  Gratuities.  According 
to  the  requirements  of  §  7.104-16  of  this 
title,  insert  the  clause  set  forth  in  that 
section. 
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§  1007.404-10  Alterations  in  contract. 
According  to  the  instructions  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.404-11  Approval  of  contracts. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.404-12  Negotiated  overhead 
rates.  According  to  the  requirements  of 
§  7.704-1  of  this  title,  insert  the  clause 
set  forth  in  §  7.704-1  of  this  title  with 
commercial  concerns  and  according  to 
the  requirements  of  I  3.704-2  of  this  title, 
insert  the  clause  set  forth  in,§  3.704-2  of 
this  title  with  nonprofit  and  educational 
institutions. 

§  1007.404-13  Delay  in  delivery  of 
data.  Unless  the  contract  is  with  a  non¬ 
profit  institution  or  organization  receiv¬ 
ing  no  fee,  insert  the  clause  set  forth  in 

1007.4036  according  to  the  require¬ 
ments  of  that  section. 

§  1007.404-14  Superseding  specifica¬ 
tions.  Unless  the  contract  is  with  a  non¬ 
profit  institution  or  organization  receiv¬ 
ing  no  fee,  insert  the  clause  set  forth  in 
§  1007.4024,  according  to  the  require¬ 
ments  of  that  section. 

§  1007.404-15  Limitation  of  cost.  In¬ 
sert  the  clause  set  forth  in  §  7.203-3  of 
this  title  except  that  when  allotment,  at 
the  time  the  contract  is  entered  into,  of 
less  than  the  total  amount  of  the  esti¬ 
mated  cost  plus  any  fixed  fee,  is  consid¬ 
ered  to  be  in  the  best  interest  of  the  Air 
Force,  the  clause  set  forth  below  may  be 
inserted  in- lieu  of  the  clause  set  forth  in 
§  7.203-3  of  this  title  if  the  following  con¬ 
ditions  are  present: 

(i)  The  contract  is  for  a  specific  proj¬ 
ect  which  can  be  defined  in  terms  of 
scope,  area  of  investigation,  problems  to 
be  solved,  or  prototype  to  be  delivered. 

(ii)  The  contract  relates  to  work  which 
necessarily  requires  continuance  over  an 
extended  period  of  time  if  valuable  re¬ 
sults  are  to  be  obtained. 

(iii)  Continued  availability  of  the  con¬ 
tractor  over  the  extended  period  is  desir¬ 
able. 

(iv)  The  overall  cost  can  be  estimated 
with  reasonable  accuracy. 

Limitation  of  Cost 

%  (a)  It  Is  estimated  that  the  total  cost  to 

the  Government,  exclusive  of  any  fixed  fee, 
for  the  performance  of  this  contract  will  not 
exceed  the  estimated  cost  set  forth  in  the 
Schedule,  and  the  Contractor  agrees  to  use 
its  best  efforts  to  perform  the  work  specified 
in  the  Schedule  and  all  obligations  under 
this  contract  within  such  estimated  cost. 
The  fixed  fee  for  complete  performance  of 
this  contract  is  specified  in  the  Schedule. 

(b)  The  sum  presently  available  for  pay¬ 
ment,  and  allotted  to  this  contract,  is  speci¬ 
fied  in  the  Schedule.  It  is  anticipated  that 
from  time  to  time  additional  funds  will  be 
allotted  to  this  contract  up  to  the  full  esti¬ 
mated  cost  Including  any  fixed  fee.  The 
Government  shall  not  be  obligated  to  reim¬ 
burse  the  Contractor  for  costs  incurred,  in¬ 
cluding  pny  fixed  fee  to  which  the  Contractor 
may  be  entitled,  in  excess  of  the  total  amount 
from  time  to  time  allotted  to  this  contract, 
and  the  Contractor  shall  not  be  obligated  to 
continue  performance  under  the  contract  or 
to  incur  costs,  including  any  fixed  fee  to 


which  the  Contractor  may  be  entitled,  In  ex¬ 
cess  of  the  total  amount  from  time  to  time 
allotted  to  this  contract.  When  and  tp  the 
extent  that  the  total  amount  allotted  to  this 
contract  has  been  increased,  any  costs,  in¬ 
cluding  any  fixed  fee  to  which  the  Contractor 
may  be  entitled,  incurred  by  the  Contractor 
prior  to  the  increase  and  in  excess  of  the 
amount  previously  allotted,  shall  be  allow¬ 
able  to  the  same  extent  as  if  such  costs  had 
been  incurred  after  such  increase  in  amount 
allotted. 

(c)  If  at  any  time  the  Contractor  has  rea¬ 
son  to  believe  that  the  costs  which  it  expects 
to  incur  in  the  performance  of  this  contract 
in  the  next  succeeding  thirty  (30)  days, 
when  added  to  all  costs  previously  incurred, 
including  any  fixed  fee  to  which  the  Con¬ 
tractor  may  be  entitled,  will  exceed  eighty- 
five  percent  (85%)  of  the  amount  then 
allotted  to  this  contract,  or  if  at  any  time  the 
Contractor  has  reason  to  believe  that  the . 
total  cost  to  the  Government,  exclusive  of 
any  fixed  fee,  for  the  performance  of  this 
contract  will.be  substantially  greater  or  less 
than  the  estimated  cost  thereof,  the  Con¬ 
tractor  shall  notify  the  Contracting  Officer 
in  writing  to  that  effect,  giving  its  revised 
estimate  of  such  total  cost  for  the  perform¬ 
ance  of  this  contract,  and  its  estimate  of  the 
costs  which  will  be  incurred  in  the  next  six 
(6)  months. 

(d)  If  the  Contracting  Officer  determines 
that  the  amount  allotted  to  this  contract 
has  been  expended  and  that  no  additional 
amount  will  be  allotted  to  this  contract,  he 
shall  terminate  this  contract  for  the  con- ' 
venience  of  the  Government  pursuant  to 
the  clause  hereof  entitled  “Termination.” 

(e)  In  the  event  that  sufficient  amounts 
are  not  allotted  to  this  contract  to  allow 
completion  of  the  work  contemplated  by 
this  contract,  the  Contractor  shall  be  en¬ 
titled,  subject  to  the  limitations  of  para¬ 
graph  (b)  of  this  clause,  to  a  percentage  of 
the  fixed  fee  set  forth  in  the  Schedule 
equivalent  to  the  percentage  of  completion 
of  the  work  contemplated  by  this  contract. 

§  1007.404-16  Priorities,  allocations 
and  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title,  in¬ 
sert  the  clause  set  fqrth  in  §  7.104-18  of 
this  title. 

§  1007.405  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses. 

§  1007.405-1  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  According  to 
instructions  for  use  in  §  7.105-3  of  this 
title,  the  clause  set  forth  in  that  section 
may  be  inserted. 

§  1007.405-2  Shipments.  If  supplies 
are  to  be  delivered  to  the  Government, 
the  clause  set  forth  in  §  1007.4004  may  be 
inserted. 

§  1007.405-3  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title,  or  this  chapter,  according  to  in¬ 
structions  for  use  may  be  used  when 
necessary  to  cover  the  subject  matter 
contained  in  such  clause. 

SUBPART  E — CLAUSES  FOR  PERSONAL  SERVICES 
CONTRACTS  + 

§  1007.500  Scope  of  subpart.  This 
subpart  sets  forth  clauses  for  use  in 
personal  service  contracts. 

§  1007.502  Applicability.  See  §  7.502 
of  this  title. 

§  1007.503  Required  clauses.  The  fol¬ 
lowing  clauses  will  be  inserted  in  all 


personal  service  contracts,  except  as  indi. 
cated  in  the  applicable  section  of  Chan! 
ter  I  of  this  title. 

§  1007.503-1  Definitions.  See  §  7.5(w 
1  of  this  title. 

§  1007.503-2  Payments.  See  §  7.503-2 
of  this  title. 

§  1007,503-3  Assignment  of  claims 
See  §7.503-3  of  this  title. 

§  1007.503-4  Disputes.  See  §  7.503-i  i 
of  this  title. 

§  1007.503-5  Officials  not  to  benefit 
See  §  7.503-5  of  this  title. 

§  1007.503-6  Covenant  against  contin -  1 
gent  fees.  See  §  7.503-6  of  this  title. 

§  1007.503-7  Termination.  Insert  the 
clause  set  forth  in  §  1008.751  of  this 
chapter,  which  includes  §  7.503-7  of  this 
title. 

§  1007.503-8  Approval  of  contract. 
See  §  7.503-8  of  this  title. 

§  1007.503-9  Patents.  See  §  7.503-9 
of  this  title. 

§  1007.503-10  Copyright. '  See  §  7.503- 
10  of  this  title. 

§  1007.503-50  Subcontracts. 

Subcontracts 

No  subcontract  shall  be  made  with  any 
other  party  for  furnishing  any  of  the  wort 
or  services  provided  for  in  this  contract. 

§  1007.504  Clauses  to  be  used  when  op. 
plicable. 

§  1007.504-1  Military  security  require¬ 
ments.  See  §  7.504-1  of  this  title. 

§  1007.504-50  Reproduction  and  use  of 
technical  data.  If  the  contractor  is  re¬ 
quired  to  furnish  technical  data  under 
the  contract,  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.504-51  Filing  of  patent  applica¬ 
tions.  According  to  the  requirements  of 
§  9.106  of  this  title,  insert  the  clause  set 
forth  therein,  but  see  §  9.106-1  of  this 
title. 

§  1007.505  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses. 

§  1007.505-1  Alterations  in  contract. 
According  to  instructions  for  use  in 
§  1007.105-1,  the  clause  set  forth  in 
§  7.105-1  of  this  title  may  be  inserted. 

SUBPART  T — CLAUSES  AND  ARRANGEMENTS  FOR 

PERSONAL  SERVICE  CONTRACTS  WITH  FOR¬ 
EIGN  NATIONALS 

§  1007.2000  Scope  of  subpart.  This 
subpart  sets  forth  the  clauses  and  ar¬ 
rangements  for  use  in  personal  service 
contracts  with  foreign  nationals,  gener¬ 
ally  known  as  “Project  Paperclip  Con¬ 
tracts.” 

§  1007.2002  Definition.  As  used 
throughout  this  part,  the  term  “personal 
service  contracts  with  foreign  nationals” 
means  any  contract  entered  into  with  an 
alien  scientist  or  artisan  for  personal 
services  to  be  performed  by  that  individ¬ 
ual  under  Government  supervision  and 
paid  for  on  a  time  basis. 
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1 1007.2003  Required  clauses  and  ar- 
fdngements.  Clauses  will  be  consecu¬ 
tively  numbered. 


§1007.2003-1  Cover  page.  The  fol¬ 
lowing  will  be  the  arrangement  of  the 


cover  page: 


Contract  No. 


Department  of  the  Air  Force 


contract  for  personal  services  (PROJECT 
PAPERCLIP) 

Contractor’s  name: 

Contractor’s  address  in  the  United  States: 
Contractor’s  original  place  of  residence: 
Estimated  total  amount : 

Payment:  To  be  made  by _ 


(Name  of  Finance  Office) 

Appropriation  and  Other  Administrative 
Data 

This  contract  is  entered  into  pursuant  to 
the  authority  of  Section  2  (c)  (  ),  Armed 
Services  Procurement  Act  of  1947  (Public 
Law  413,  80th  Cong.);  Section  15,  Act  of 
August  2,  1946  (Public  Law  600,  79th  Cong.);  ' 
and,  Section  1 _ _  19 _ _ 

§  1007.2003-2  Introduction.  Insert 
the  following  introductory  paragraph  of 
the  contract,  which  will  be  unnumbered: 

This  contract  is  entered  into  as  of _ 

_ _ _  19 _ _  by  and  between  the  United 

States  of  America,  hereinfater  called  the  Gov¬ 
ernment,  represented  by  the  Contracting 

Officer  executing  this  contract,  and _ 

pv  _ _ _  a  national  of _ _ 

hereinafter  referred  to  as  the  Contractor. 

1 1007.2003-3  Scope  of  employment. 

Scope  of  Employment 

The  Contractor,  during  the  entire  term  of 
|  this  contract,  undertakes  to  prosecute  and,  to 
j  the  best  of  his  ability  and  skill,  perform  such 
scientific  and  technical  tasks  as  may  be  as¬ 
signed  to  him  by  the  Contracting  Officer  at 
such  place  or  places  as  may  be  designated, 
end  agrees,  at  all  times,  to  do  his  utmost  to 
enhance,  develop,  and  further  the  interests 
of  the  Government,  in  connection  with  the 
tasks  assigned  to  him.  The  nature  of  the 
personal  services  to  be  performed  by  the  Con¬ 
tractor  is  as  follows : 

§  1007.2003-4  Administration. 

Administration 

The  Contractor  agrees  that  he  shall  be  and 
remain  under  the  supervision  of  such  mili¬ 
tary  or  civilian  personnel  of  the  Government 
as  the  Government  may  designate. 

i  1007.2003-5  Security  regulations. 

Security  Regulations 

In  view  of  the  confidence  and  trust  reposed 
to  the  Contractor  under  the  special  circum¬ 
stances  of  this  contract,  and  in  view  of  the 
vital  connection  of  the  project  contemplated 
hereunder  to  the  defense,  security,  and  wel¬ 
fare  of  the  United  States,  and  as  a  condition 
to  formal  admittance  to  this  country,  the 
Contractor  agrees  to  observe  such  security 
measures  as  the  President  of  the  United 
States  or  the  Secretary  of  the  Contracting 
Officer  may  direct. 

§  1007.2003-6  Report  of  espionage. 

Report  of  Espionage 

The  Contractor  agrees  that  he  will  immedi¬ 
ately  report  to  the  Contracting  Officer  when¬ 
ever  for  any  cause  he  has  reason  to  believe 
that  an  active  danger  of  espionage  or  sabotage 


1  (The  above  blank  space  will  contain  the 
statutory  citation  of  funds  provided  by  the 
current  Appropriation  Act.) 


exists  in  any  place  at  which  he  is  assigned, 
including  complete  information  relating  to 
the  reasons  which  cause  the  Contractor  to 
be  apprehensive  of  such  danger. 

§  1007.2003-7  Period  of  performance 
and  compensation.  . 

Period  of  Performance  and  Compensation 

(a)  The  term  of  the  contract  and  rate  of 
compensation  shall  be  as  follows :' 

(1)  Term: - -  19__,  to 

- - -  19 _ ,  inclusive. 

(2)  Rate:  $ - per _ V 

Provided,  however,  That  in  the  event  a  gen¬ 
eral  increase  or  decrease  in  salary  is  granted 
to  civil  service  employees,  effective  during 
the  term  of  this  contract  as  set  forth  in 
subparagraph  (a)  (1),  above,  an  increase  or 

decrease  corresponding  to  that  of  a  GS- _ , 

in  the _ Step  Increase,  shall  be  paid  to 

the  Contractor. 

(b)  The  compensation  herein  provided 
shall  not  accrue : 

(1)  For  time  spent  on  emergency  leave 
computed  from  the  day  of  departure  from 
place  of  employmeht  to  day  of  return  to  such 
place  of  employment  unless  accrued  leave  is 
authorized  to  be  utilized. 

(2)  For  absences  from  place  of  duty  with¬ 
out  authority. 

(3)  For  agreed  absences  without  compen¬ 
sation. 

(c)  In  addition  to  the  above  salary  pro¬ 
visions  and  in  connection  with  travel  directed 
by  the  Government,  the  Contractor  shall  be 
paid  a  per  fiiem  in  lieu  of  subsistence  at  the 
rate  and  in  the  manner  prescribed  by  law 
and  regulations  for  civilian  employees  of  the 
Government.  It  is  specifically  understood 
and  agreed  that  per  diem  shall  not  accrue: 

(1)  After  date  of  termination  hereof  as 
hereinafter  provided. 

(2)  While  in  a  travel  status  on  emergency 
leave. 

(3)  When  quarters  and  subsistence  are 
furnished  by  the  Government  at  no  charge. 

(d)  The  Contractor  shall  be  entitled,  in 
the  same  manner  as  full-time  civil-service 
employees,  to  (i)  overtime  compensation, 

(ii)  holiday  premium  compensation,  and 

(iii)  compensation  for  holidays  on  which  no 

work  is  performed.  ~  •  v 

§  1007.2003-8  Hours  of  work. 

Hours  of  Work 

The  hours  of  employment  are  based  upon  a 
5-day,  40-hour  week  which  shall  be  standard 
for  pay  and  leave  purposes. 

§  1007.2003-9  Leave. 

Leave 

The  Contractor  shall  earn,  accrue,  accumu¬ 
late,  and  be  granted  sick  and  annual  leave  in 
accordance  with  laws  and  regulations  appli¬ 
cable  to  full-time  permanent  civil-service 
employees  of  the  United  States  Government. 

§  1007.2003-10  Patents  and  copy¬ 
rights. 

Patents  and  Copyrights 

The  Contractor,  without  further  compen¬ 
sation,  agrees — 

(a)  To  disclose  to  the  Contracting  Officer 
all  inventions  conceived  or  first  reduced  to 
practice,  or  both  conceived  and  reduced  to 
practice  by  him  during  the  term  of  this  con¬ 
tract  and  for  a  period  of  6  months  after  the 
termination  thereof; 

(b)  To  assign  and  transfer  to  the  Govern¬ 
ment,  as  represented  by  the  Secretary  or  his 
designees,  the  entire  right,  title,  and  Interest 
in  and  to  any  and  all  Inventions  which  Con¬ 
tractor  conceives  or  first  reduces  to  practice, 
or  both  conceives  and  reduces  to  practice, 
during  the  term  of  this  contract  or  which 
are  disclosed  in  an  application  for  patent 
filed  within  6  months  thereafter,  which  in¬ 
ventions  were  made  (1)  during  working 


hours,  or  (2)  with  a  contribution  by  Govern¬ 
ment  of  facilities,  equipment,  materials, 
funds,  or  information,  or  of  time  or  services 
of  Government  employees  on  official  duty,  or 
(3)  bear  a  direct  relation  to  or  are  made  in 
consequence  of  the  official  duties  of  the  Con¬ 
tractor;  and  to  sign  and  execute  all  papers 
necessary  to  the  filing  and  prosecution  of 
applications  for  patents  on  such  inventions 
and  for  conveying  to  the  Government  title 
to  such  inventions  end  applications  for  pat¬ 
ent  thereon; 

(c)  To  grant  to  the  Government,  as  repre¬ 
sented  by  the  Secretary,  a  nonexclusive  roy¬ 
alty-free  license  in  and  to  any  and  all  inven¬ 
tions  which  Contractor  ^conceives,  or  first  re¬ 
duces  to  practice,  or  both  conceives  and 
reduces  to  practice,  during  the  term  of  this 
contract  and  for  a  period  of  6  months  there¬ 
after  and  which  Contractor  is  not  required  to 
assign  to  the  Government  of  the  United 
States  in  accordance  with  the  provisions  of 
subparagraph  (b)  above;  and  to  sign  and 
execute  all  papers  necessary  to  convey  to  the 
Government  the  rights  to  which  it  is  entitled 
in  accordance  with  this  provision; 

(d)  All  applications  for  United  States  pat¬ 
ents  in  which  the  Contractor  is  named  as  an 
inventor  during  the  period  beginning  6 
months  after  the  termination  of  this  contract 
and  continuing  to  24  months  next  following 
the  termination  or  expiration  of  this  contract 
will  be  submitted  to  the  Secretary,  at  the 
time  of  or  prior  to  filing,  together  with  a 
sworn  statement  as  to  the  circumstances  un¬ 
der  which  the  invention  was  made,  Including 
dates  of  conception  and  reduction  to  prac¬ 
tice.  The  Secretary  will  determine  whether 
the  said  circumstances  are  so  related  to  Con¬ 
tractor’s  employment  under  this  contract 
that  the  Government  is  entitled  to  rights 
under  such  invention  or  Inventions  in  ac¬ 
cordance  with  subparagraph  (b)  or  (c) 
above;  and,  upon  a  finding  that  the  Govern¬ 
ment  is  so  entitled  to  rights,  the  determina¬ 
tion  of  the  Secretary  as  to  the  nature  and 
extent  of  such  rights  shall  be  final,  and 
Contractor  agrees  to  execute  all  papers  neces¬ 
sary  to  convey  to  the  Government  the  rights 
to  which  it  is  entitled  as  determined  by  the 
Secretary;  and 

(e)  For  himself,  his  heirs  and  assigns,  to 
assert  no  copyright  at  common  law  and  to 
make  no  claim  to  copyright  by  statute  in 
any  material  first  produced  by  him  in  the 
performance  of  this  contract. 

§  1007.2003-11  Transportation. 

Transportation 

(a)  The  Government  will  provide  for 
transportation  of  the  Contractor — 

( 1 )  In  furtherance  of  a  permanent  change 
of  duty  station  relating  to  his  employment 
under  the  terms  of  this  contract,  in  accord¬ 
ance  with  Executive  Order  9805,  as  hereto¬ 
fore  or  hereafter  amended;  and 

(2)  In  furtherance  of  the  contract,  as 
determined  by  the  Government,  in  accord¬ 
ance  with  Standardized  Government  Travel 
Regulations,  as  heretofore  or  hereafter 
amended. 

(b)  In  addition  to  the  allowances  pro¬ 
vided  for  in  subparagraph  (a)  (1)  hereof, 
and  at  the  expense  of  the  Government,  the 
Contractor  will  be  authorized  shipment  of 
scientific  books  and  equipment  used  in  the 
performance  of  his  work  in  conection  with 
a  permanent  change  of  duty  station. 

§  1007.2003-12  Housing. 

Housing 

The  Government  will  endeavor  to  assist 
the  Contractor  in  procuring  suitable  hous¬ 
ing  at  or  near  the  place  of  employment. 
The  cost  of  housing  will  be  borne  by  the 
Contractor.  Where  public  quarters  are  made 
available,  the  Contractor  Is  authorized  to 
use  such  facilities  at  the  rate  and  on  the 
basis  prescribed  for  civilian  employees  of 
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the  Government.  The  Contractor  agrees  to 
pay  all  Incidental  expenses  normally  charged 
therefor,  such  as  orderly  fees. 

§  1007.2003-13  Subsistence. 

Subsistence 

Where  suitable  messing  facilities  are  op¬ 
erated  by  the  Government  at  the  place  of 
employment,  the  Contractor  may  be  au¬ 
thorized  to  use  such  facilities  at  the  rate  and 
on  the  basis  prescribed  for  civilian  employ¬ 
ees  of  the  Government. 

§  1007.2003-14  Medical  services. 

Medical  Services  . 

Medical  service  will  be  provided  by  the 
Government  to  the  Contractor  on  the  same 
basis  and  at  the  same  cost  as  provided  for 
civilian  employees  of  the  Government  at  the 
location  of  employment.  Reasonable  access 
to  civilian  medical  care  will  be  permitted  at 
the  expense  of  the  Contractor. 

§  1007.2003-15  Burial  and  effects. 

Burial  and  Effects 

During  the  term  hereof,  in  event  of  the 
death  of  the  Contractor,  the  Government  will 
provide  for  local  burial  and  return  of  the 
personal  effects  to  dependents.  If  requested 
by  dependents,  and  when  time  and  condi¬ 
tions,  as  determined  by  the  Government, 

permit,  the  body  will  be  returned  to _ 

at  the  expense  of  the  Government.  In  the 
event  that,  after  the  death  of  the  Contractor, 
the  Contractor’s  dependents  elect  to  return, 

to _ _  the  Government,  at  its  option, 

will  provide  for  transportation  of  such  de¬ 
pendents  to  _ _  together  with  their 

personal  and  household  effects  not  in  excess 
of  three  thousand  (3,000)  pounds  net  weight. 

§  1007.2003-16  Injuries. 

Injuries 

The  Contractor  is  covered  by  the  provi¬ 
sions  of  United  States  Employees’  Compen¬ 
sation  Act,  as  amended  (5  U.  S.  C.  751  et 
seq.). 

§  1007.2003-17  Dependents. 

Dependents 

(a)  The  Government  shall  have  the  full 
right  and  privilege,  after  appropriate  investi¬ 
gation,  to  determine  which  person  or  per¬ 
sons  nominated  by  the  Contractor  as  his 
dependents  are  to  be  considerded  for  the 
purposes  of  this  contract  as  the  Contractor’s 
dependents  (normally  a  lawful  wife,  depend¬ 
ent  parent,  unmarried  minor  children,  un¬ 
married  minor  dependents,  stepchildren  and 
unmarried  minor  adopted  children  will  be 
recognized  by  the  Government  as  bona  fide 
dependents,  provided  each  resides  in  Con¬ 
tractor’s  household) . 

(b)  The  Government  will  assume  the  cost 
of  moving  Contractor’s  dependents  from 
present  residence  to  Contractor’s  place  of 
duty  in  the  United  States. 

(c)  When  Contractor’s  dependents  are 
moved  to  the  United  States,  such  depend¬ 
ents  will  be  authorized  collectively  an  allow¬ 
ance  totaling  three  thousand  (3,000)  pounds 
net  weight  (United  States  measure)  of  per¬ 
sonal  and  household  effects.  Shipment  of 
additional  personal  and  household  effects 
may  be  made  with  the  approval  of  the  Con¬ 
tracting  Officer  when  time  and  conditions 
permit  and  will  be  at  the  expense  of  the 
Contractor. 

Note.  Paragraphs  (b)  and  (c)  may  be  de¬ 
leted  when  inapplicable. 

§  1007.2003-18  Visa. 

Visa 

Upon  signature  of  this  contract  and  pro¬ 
vided  the  personal  conduct  and  political 
background  of  the  Contractor,  as  determined 


by  the  Government,  merit  such  action,  the 
Government  will,  upon  request,  favorably 
recommend  the  Contractor  for  an  immigra¬ 
tion  visa.  In  the  event  of  such  recommenda¬ 
tion,  the  Government,  upon  request,  will  also 
favorably  recommend  for  an  immigration 
visa  such  of  Contractor’s  dependents  whose 
personal  conduct  and  political  background, 
as  determined  by  the  Government,  merit  such 
action. 

§  1007.2003-19  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19  of 
this  title. 

§  1007.2003-20  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2003-21  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2003-22  Termination. 

Termination 

This  contract  may  be  terminated  by  the 
Government  at  its  option— 

(a)  When  the  Government  administrative¬ 
ly  determines  the  Contractor  to  be  unsatis¬ 
factory  for  the  purposes  of  this  contract  or 
his  conduct  to  be  below  required  standards 
or  when  for  any  other  reason  it  is  deter¬ 
mined  that  his  services  are  no  longer  re¬ 
quired. 

(b)  When  and  if  the  Contractor’s  visa, 
where  issued,  is  revoked  or  invalidated  or  if 
the  Contractor  is  denied  entry  into  the  United 
States. 

(c)  By  mutual  agreement. 

(d)  When  the  health  of  the  Contractor,  as 
determined  by  the' Government,  is  such  that 
he  cannot  properly  perform  his  assigned 
duties. 

§  1007.2003-23  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title 
omitting  subparagraph  (c)  therefrom. 

§  1007.2003-24  Disclosure  of  informa¬ 
tion. 

Disclosure  of  Information 

The  Contractor  agrees  that  he  will  not 
disclose  to  any  person  not  entitled  to  receive 
it  any  information  relative  to  top  secret, 
secret  or  confidential  matter  as  defined  in 
current  military  regulations  that  may  come 
to  the  knowledge  of  the  Contractor. 

§  1007.2003-25  Certification. 

Certification 

(a)  Contractor  certifies  that,  to  the  best 
of  his  knowledge  and  belief,  his  physical 
condition,  character,  and  qualifications  are 
such  as  to  permit  him  to  fulfill  this  con¬ 
tract. 

(b)  Contractor  certifies  that  he  has  read 
the  within  contract  governing  his  employ¬ 
ment  as  contemplated  herein,  and  agrees 
that  he  will  recognize  its  terms  as  the  con¬ 
ditions  under  which  such  employment  is 
accepted  and  held. 

(c)  Contractor  certifies  and  affirms  that 
this  contract  contains  all  of  the  agreements, 
promises,  understandings,  and  representa¬ 
tions,  verbal  or  otherwise,  made  on  the  part 
of  the  Government  or  any  of  its  representa¬ 
tives,  authorized  or  unauthorized. 

§  1007.2003-26  Approval  of  contract. 
Insert  the  clause  set  forth  in  §  7.503-8  of 
this  title. 

§  1007.2003-27  Alterations  in  contract. 
In  accordance  with  instructions  for  use 
in  §  1007.105-1,  the  clause  set  forth  in 
§  7.105-1  of  this  title  may  be  used. 

§  1007.2003-28  Conclusion  and  signa¬ 
tures.  Insert  the  following  concluding 
statement  and  blanks  for  signatures : 


In  witness  whereof,  the  parties  herata 
have  executed  this  contract  as  of  the  date, 
and  year  first  above  written. 

The  TJnited  States  of  America 
By . . . 

(Official  title)  *"’T 
(Contractor) 

Witnesses: 


(Address) 


(Address) 

SUBPART  U — CLAUSES  FOR  FIXED-PRICE 
NONPERSONAL  SERVICE  CONTRACTS 

§  1007.2103  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
fixed  price  nonpersonal  service  con¬ 
tracts  : 

.§  1007.2103-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.2103-2  Changes.  Insert  the 
clause  set  forth  in  §  1007.4025. 

§1007.2103-3  Inspection.  Insert  ttie 
clause  set  forth  in  §  1007.4037. 

§  1007.2103-4  Payments.  Insert  the 
clause  set  forth  in  §  7.103-7«of  this  title. 

§  1007.2103-5  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8  of 
this  title,  but  see  §  1007.103-8. 

§  1007.2103-6  Federal,  state,  and  local 
taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.2103-7  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.2103-8  Disputes.  *  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2103-9  Notice  and  assistance 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this  title. 

§  1007.2103-10  Buy  American  act.  In¬ 
sert  the  clause  set  forth  in  §7.103-14  of 
this  title. 

§  1007.2103-11  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2103-12  Eight-hour  law  of  1912. 
Insert  the  clause  set  forth  in  §  12.303-1 
of  this  title. 

§  1007.2103-13  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§  1007.2103-14  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.2103-15  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2103-16  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
following  clause: 

Termination  for  Convenience  of  the 
Government 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Govern¬ 
ment  in  accordance  with  this  clause,  in 
whole,  or  from  time  to  time  in  part,  whenever 
the  Contracting  Officer  shall  determine  that 
such  termination  is  in  the  best  interests  of 
the  Government.  Any  such  termination  shall 
be  effected  by  delivery  to  the  Contractor  of  a 
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Kotlc*  of  Termination  specifying  the  extent 
to  which  performance  of  work  under  the  con- 
”  t  is  terminated,  and  the  date  upon  which 
termination  becomes  effective. 

*  (b)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  and  except  as  otherwise  directed  by  the 
Contracting  Officer,  the  Contractor  shall  (1) 
top  work  under  the  contract  on  the  date  and 
to  the  extent  specified  in  the  Notice  of  Ter¬ 
mination;  (2)  place  no  further  orders  or 
jubcontracts  for  materials,  services,  or  facili¬ 
ties  except  as  may  be  necessary  for  comple¬ 
tion  of  such  portion  of  the  work  under  the 
contract  as  is  not  terminated;  (3)  terminate 
gll  orders  and  subcontracts  to  the  extent 
that  they  relate  to  the  performance  of  work 
terminated  by  the  Notice  of  Termination;  (4) 
assign  to  the  Government,  in  the  manner,  at 
the  times,  and  to  the  extent  directed  by  the 
Contracting  Officer,  all  of  the  right,  title,  and 
interest  of  the  Contractor  under  the  orders 
and  subcontracts  so  terminated,  in  which 
case  the  Government  shall  have  the  right,  in 
Its  discretion,  to  settle  or  pay  any  or  all 
dolma  arising  out  of  the  termination  of  such 
orders  and  subcontracts;  (5)  settle  all  out¬ 
standing  liabilities  and  all  claims  arising  out 
of  such  termination  of  orders  and  subcon¬ 
tracts,  with  the  approval  or  ratification  of 
the  Contracting  Officer,  to  the  extent  he  may 
require,  which  approval  or  ratification  shall 
be  final  for  all  the  purposes  of  this  clause; 
(6)  transfer  title  and  deliver  to  the  Govern¬ 
ment,  in  the  manner,  at  the  times,  and  to 
the  extent,  if  any,  directed  by  the  Contract¬ 
ing  Officer,  (i)  the  fabricated  or  unfabricated 
parts,  work  in  process,  completed  work,  sup¬ 
plies,  and  other  material  produced  as  a  part 
of,  or  acquired  in  connection  with  the  per¬ 
formance  of,  the  work  terminated  ^by  the 
Notice  of  Termination,  (ii)  the  completed  or 
partially  completed  plans,  drawings,  infor¬ 
mation,  and  other  property  which,  if  the 
contract  had  been  completed,  would  have 
been  required  to  be  furnished  to  the  Govern¬ 
ment;  (7)  use  its  best  efforts  to  sell,  in  the 
manner,  at  the  times,  to  the  extent,  and  at 
the  price  or  prices  directed  or  authorized  by 
the  Contracting  Officer,  any  property  of  the 
types  referred  to  in  provision  (6)  of  this 
paragraph :  Provided,  however.  That  the  Con¬ 
tractor  (i)  shall  not  be  required  to  extend 
credit  to  any  purchaser,  and  (ii)  may  acquire 
any  such  property  under  the  conditions  pre¬ 
scribed  by  and  at  a  price  or  prices  approved 
by  the  Contracting  Officer;  And  provided  fur¬ 
ther,  That  the  proceeds  of  any  such  transfer 
or  disposition  shall  be  applied  in  reduction 
of  any  payments  to  be  made  by  the  Govern¬ 
ment  to  the  Contractor  under  this  contract  or 
shall  otherwise  be  credited  to  the  price  or 
cost  of  the  work  covered  by  this  contract  or 
paid  in  such  other  manner  as  the  Contracting 
Officer  may  direct;  (8)  complete  performance 
of  such  part  of  the  work  as  shall  not  have 
been  terminated  by  the  Notice  of  Termina¬ 
tion;  and  (9)  take  such  action  as  may  be 
!  necessary,  or  as  the  Contracting  Officer  may 
direct,  for  the  protection  and  preservation  of 
the  property  related  to  this  contract  which 
Is  in  the  possession  of  the  Contractor  and  in 
which  the  Government  has  or  may  acquire 
j  an  interest.  At  any  time  after  expiration  of 
the  plant  clearance  period,  as  defined  in  Sec¬ 
tion  VIII,  Armed  Services  Procurement  Regu¬ 
lation,  as  it  may  be  amended  from  time  to 
time,  the  Contractor  may  submit  to  the  Con¬ 
tracting  Officer  a  list,  certified  as  to  quantity 
and  quality,  of  any  or  all  items  of  termina¬ 
tion  inventory  not  previously  disposed  of, 
exclusive  of  items  the  disposition  of  which 
.  has  been  directed  or  authorized  by  the  Con- 
■  tracting  Officer,  and  may  request  the  Govern¬ 
ment  to  remove  such  items  or  enter  into  a 
storage  agreement  covering  them.  Not  later 
thanfifteen  (15)  days  thereafter,  the  Govern¬ 
ment  will  accept  title  to  such  items  and  re¬ 
move  them  or  enter  into  a  storage  agreement 
covering  the  same;  Provided,  That  the  list 
|  BUbmitted  shall  be  subject  to  verification  by 
the  Contracting  Officer  upon  removal  of  the 
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items,  or  If  the  items  are  stored,  within  forty- 
five  (45)  days  from  the  date  of  submission  of 
the  list,  and  any  necessary  adjustment  to  cor¬ 
rect  the  list  as  submitted  shall  be  made  prior 
to  final  settlement. 

(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the  Con¬ 
tracting  Officer  its  termination  claim,  in  the 
form  and  with  the  certification  prescribed  by 
the  Contracting  Officer.  Such  claims  shall  be 
submitted  promptly  but  in  no  event  later 
than  two  (2)  years  from  the  effective  date  of 
termination,  unless  one  or  more  extensions 
in  writing  are  granted  by  the  Contracting 
Officer  upon  request  of  the  Contractor  made 
in  writing  within  6uch  two-year  period  or 
authorized  extension  thereof.  However,  if 
the  Contracting  Officer  determines  that  the 
facts  justify  such  action,  he  may  receive  and 
act  upon  any  such  termination  claim  at  any 
time  after  such  two-year  period  or  any  exten¬ 
sion  thereof.  Upon  failure  of  the  Contractor 
to  submit  its  termination  claim  within  the 
time  allowed,  the  Contracting  Officer  may 
determine,  on  the  basis  of  information  avail¬ 
able  to  him,  the  amount,  if  any,  due  to  the 
Contractor  by  reason  of  the  termination  and 
shall  thereupon  pay  to  the  Contractor  the 
amount  so  determined. 

(d)  Subject  to  the  provisions  of  paragraph 
(c) ,  the  Contractor  and  the  Contracting  Offi¬ 
cer  may  agree  upon  the  whole  or  any  part  of 
the  amount  or  amounts  to  be  paid  to  the 
Contractor  by  reason  of  the  total  or  partial 
termination  of  work  pursuant  to  this  clause, 
which  amount  or  amounts  may  include  a 
reasonable  allowance  for  profit  on  work  done. 
The  contract  shall  be  amended  accordingly, 
and  the  Contractor  shall  be  paid  the  agreed 
amount.  Nothing  in  paragraph  (e)  of  this 
clause,  prescribing  the  amount  to  be  paid  to 
the  Contractor  in  event  of  failure  of  the 
Contractor  and  the* Contracting  Officer  to 
agree  upon  the  whole  amount  to  be  paid  to 
the  Contractor  by  reason  of  the  termination 
of  work  pursuant  to  this  clause,  shall  be 
deemed  to  limit,  restrict,  or  otherwise  deter¬ 
mine  or  affect  the  amount  or  amounts  which 
may  be  agreed  upon  to  be  paid  to  the  Con¬ 
tractor  pursuant  to  this  paragraph  (d). 

_  (e)  In  the  event  of  the  failure  of  the  Con¬ 

tractor  and  the  Contracting  Officer  to  agree 
as  provided  in  paragraph  (d)  upon  the  whole 
amount  to  be  paid  to  the  Contractor  by  rea¬ 
son  of  the  termination  of  work  pursuant  to 
this  clause,  the  Contracting  Officer  shall  de¬ 
termine,  on  the  basis  of  information  available 
to  him,  the  amount,  if  any,  due  to  the  Con¬ 
tractor  by  reason  of  the  termination  and 
shall  pay  to  the  Contractor  the  amounts  de¬ 
termined. 

(f)  Any  determination  of  costs  under  par¬ 
agraph  (c)  or  (e)  hereof  shall  be  governed 
by  the  Statement  of  Principles  for  Considera¬ 
tion  of  Costs  set  forth  in  Part  4  of  Section 
VIII  of  the  Armed  Services  Procurement  Reg¬ 
ulation,  as  in  effect  on  the  date  of  this 
contract. 

(g)  The  Contractor  shall  have  the  right  of 
appeal,  under  the  clause  of  this  contract  en¬ 
titled  “Disputes,”  from  any  determination 
made  by  the  Contracting  Officer  under  para¬ 
graphs  (c)  or  (e)  above,  except  that  if  the 
Contractor  has  failed  to  submit  its  claim 
within  the  time  provided  in  paragraph  (c) 
above  and  has  failed  to  request  extension  of 
such  time,  he  shall  have  no  such  right  of  ap¬ 
peal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 
amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con¬ 
tractor  the  following:  (i)  if  there  is  no  right 
of  appeal  hereunder  or  if  no  timely  appeal 
has  been  taken,  the  amount  so  determined  by 
the  Contracting  Officer,  or  (ii)  if  an  appeal 
has  been  taken,  the  amount  finally ‘deter¬ 
mined  on  such  appeal. 

(h)  In  arriving  at  the  amount  due  tjie 
Contractor  under  this  clause,  there  shall  be 
deducted  (1)  all  unliquidated  advance  or 
other  unliquidated  payments  on  account 


theretofore  made  to  the  Contractor,  (2)  any 
claim  which  the  Government  may  have 
against  the  Contractor  in  connection  with, 
this  contract,  and  (3)  the  agreed  price  for, 
or  the  proceeds  of  sale  of,  any  materials,  sup¬ 
plies,  or  other  things  acquired  by  the  Con¬ 
tractor  or  sold,  pursuant  to  the  provisions  of 
this  clause,  and  net  otherwise  recovered  by 
or  credited  to  the  Government. 

(i)  If  the  termination  hereunder  be  par¬ 
tial,  prior  to  the  settlement  of  the  termi¬ 
nated  portion  of  this  contract,  the  Con¬ 
tractor  may  file  with  the  Contracting  Officer 
a  request  in  writing  for  an  equitable  adjust¬ 
ment  of  the  price  or  prices  specified  in  the 
contract  relating  to  the  continued  portion  of 
the  contract  (the  portion  not  terminated  by 
the  Notice  of  Termination),  and  such  equi¬ 
table  adjustment  as  may  be  agreed  upon 
shall  be  made  in  such  price  or  prices. 

(j)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments  and 
payments  on  account  against  costs  Incurred 
by  the  Contractor  in  connection  with  the' 
terminated  portion  of  this  contract  whenever 
in  the  opinion  of  the  Contracting  Officer  the 
aggregate  of  such  payments  shall  be  within 
the  amount  to  which  the  Contractor  will  be 
entitled  hereunder.  If  the  total  of  such 
payments  is  in  excess  of  the  amount  finally 
agreed  or  determined  to  be  due  under  this 
clause,  such  excess  shall  be  payable  by  the 
Contractor  to  the  Government  upon  demand, 
together  with  Interest  computed  at  the  rate 
of  6%  per  annum,  for  the  period  from  the 
date  such  excess  payment  is  received  by  the 
Contractor  to  the  date  on  which  such  excess 
is  repaid  to  the  Government :  Provided,  how¬ 
ever,  That  no  interest  shall  be  eharged  with 
respect  to  any  such  excess  payment  attribut¬ 
able  to  a  reduction  in  the  Contractor's  claim 
by  reason  of  retention  or  other  disposition 
of  termination  inventory  until  ten  (10)  days 
after  the  date  of  such  retention  or  dispo¬ 
sition. 

(k)  Unless  otherwise  provided  for  in  this 
contract,  or  by  applicable  statute,  the  Con¬ 
tractor,  from  the  effective  date  of  termina¬ 
tion  and  for  a  period  of  six  (6)  years  after 
final  settlement  uqder  this  contract,  shall 
preserve  and  make  available  to  the  Govern¬ 
ment  at  all  reasonable  times  at  the  office  of 
the  Contractor,  but  without  direct  charge  to 
the  Government,  all  its  books,  records,  docu¬ 
ments,  and  other  evidence  bearing  on  the 
costs  and  expenses,  of  the  Contractor  under 
this  contract  and  relating  to  the  work  termi¬ 
nated  hereunder,  or,  to  the  extent  approve^, 
by  the  Contracting  Officer,  photographs, 
microphotographs,  or  other  authentic  repro¬ 
ductions  thereof. 

§  1007.2103-17  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4030  (b) . 

§  1007.2103-18  Utilization  of  small 
business  concerns.  Insert  the  clause  set 
forth  in  §  7.104-14  of  this  title. 

§  1007.2103-20  Examination  of  rec¬ 
ords.  When  the  contract  results  from 
negotiation,  insert  the  clause  set  forth  in 
§  7.104-15  of  this  title,  and  add  thereto 
the  paragraph  (c)  set  forth  in 
§  1007.104-15;  contracts  resulting  from 
advertising  will  not  contain  this  clause. 

§  1007.2103-21  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2103-22  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.2104  Clauses  to  be  used  when 
applicable. 

§  1007.2104-1  ^Walsh-Healey  Public 
Contracts  Act.  According  to  the  require¬ 
ment  of  §  12.602  of  this  title  and 
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reimbursed  under  paragraph  (a)  of  th§ 
Clause  hereof  entitled  “Services  Furnished 
by  the  Government”  shall  be  made  upon  the 
submission  of  properly  certified  invoices  sm 
other  evidence  satisfactory  to  the  Contract, 
ing  Officer  covering  the  expenditures  for 
which  reimbvirsement  .is  so  sought. 

(c)  If  this  contract  provides  for  overseas 
services;  the  domestic  rates,  if  any,  specified 
in  the  Schedule  are  applicable  to  that  por- 
tion  of  the  time  necessary  for  travel  between 
the  Contractor’s  plant  and  the  overseas  site 
which  is  spent  within  the  continental  limit* 
of  the  United  States. 

§  1007.2203-5 '  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-# 
of  this  title,  but  see  §  1007.103-8. 

§  1007.2203-6  Federal,  State,  and  local 
taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.2203-7  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.2203-8  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  cf  this  title. 

§  1007.2203-9  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2203-10  Eight-hour  law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303-1  of  this  title. 

§  1007.2203-11  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§  1007.2203-12  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.2203-13  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2203-14  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  1008.752  of  this 
chapter. 

§  1007.2203-15  Subcontracts  for  work 
or  services.  Insert  the  clause  set  forth  in 
§  1007.4030  (b). 

§  1007.2203-16  Inspection  and  audit. 
Insert  the  clause  set  forth  in  §  7.4023  of 
this  title. 

§  1007.2203-17  Examination  of  rec¬ 
ords.  Insert  the  clause  set  forth  in 
§  7.104-15  of  this  title,  and  add  thereto 
paragraph  (c)  set  forth  in  §  1007.104-15. 

§  1007.2203-18  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2203-19  Renegotiation.  Insert 
the  clause  set  forth  in  §  1007.104-10. 

§  1007.2203-20  Contractor  personnel 

CONTRACTOR  PERSONNEL 

(a)  Subject  to  the  provisions  of  Part  II  of 
the  Schedule,  the  number  of  Contractor  per¬ 
sonnel  and  the  number  of  man-months  speci¬ 
fied  in  the  Schedule  may  be  exceeded  with 
the  prior  written  approval  of  the  Contracting 
Officer,  but  only  to  the  extent  necessary  to 
provide  continuous  service  in  the  event  that 
a  transfer,  reassignment,  or  other  cause  would 
result  in  an  interruption  of  service. 

(b)  Contractor  personnel  will  normally  be 
assigned  to  major  air  command  headquar¬ 
ters.  Such  personnel  shall  perform  services 
at  such  places  within  the  command  as  the 
Contracting  Officer  may  direct. 

(c)  The  Contractor  shall  be  responsible  for 
selecting  personnel  who  are  well  qualified  to 
perform  the  required  services  for  supervising 


may  be  inserted  in  contracts  for  repair, 
maintenance,  or  overhaul  of  Govern¬ 
ment  property. 

.  §  1007.2105-2  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  The  clause  set 
forth  in  §  7.105-3  of  this  title  may  be  in¬ 
serted. 

§  1007.2105-3  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title  or  this  chapter,  according  to  instruc¬ 
tions  for  use,  may  be  used  when  neces¬ 
sary  to  cover  the  subject  matter  con¬ 
tained  in  such  clause. 

SUBPART  V — CLAUSES  FOR  TECHNICAL  SERVICES 
CONTRACTS 

§  1007.2203  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
fixed-price  contracts  for  technical  serv¬ 
ices. 

§  1007.2203-1  Definitions.,  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title, 
adding  the  following  sentence  to  para¬ 
graph  (b)  thereof:  “The  Commander  of 
the  Air  Force  activity  to  wjiich  any  con¬ 
tractor  personnel  may  be  assigned  here¬ 
under  is  hereby  designated  an  authorized 
representative  of  the  Contracting  Officer 
with  regard  to  contractor  personnel  so 
assigned.”  and  add  the  following  para¬ 
graphs  : 

(d)  The  terms  “contractor  employee”  and 
“contractor  personnel”  as  used  throughout 
this  contract  shall  be  deemed  to  refer  to  all 
contract  technical  services  personnel,  includ¬ 
ing  all  of  the  specific  types  of  technicians  re¬ 
ferred  to  in  the  Schedule,  and  shall  be  defined 
as  persons,  such  as  advisers,  instructors,  or 
technical  specialists,  obtained  through  the 
contractor  to  perform  services  pertaining  to 
the  operation  and  maintenance  engineering 
of  Air  Force  equipment.  The  terms  include 
both: 

(i)  “Technical  representatives”  who  are 
employees  of  a  manufacturer  furnishing  end 
items  of  equipment  to  the  Air  Force,  and 
furnishing  services  only  in  connection  with 
such  end  items;  and 

(ii)  "Contract  technicians”  who  are  em¬ 
ployees  of  a  commercial  concern  furnishing 
services  to  the  Air  Force  at  least  a  part  of 
which  are  in  connection  with  end  items  not 
manufactured  by  the  contractor. 

(e)  The  term  “man  month”  as  used  herein 
shall  be  deemed  to  be  the  time  devoted  to  the 
performance  of  services  hereunder  by  one 
contractor  employee  during  a  period  of  one 
calendar  month. 

(f)  The  term  “continental  limits  of  the 
United  States”  as  used  herein  means  any 
place  within  the  territorial  limits  of  the  48 
states  and  the  District  of  Columbia. 

(g)  The  term  “domestic  services”  as  used 
herein  means  services  within  the  continental 
limits  of  the  United  States. 

(h)  The  term  “overseas”  as  used  herein 
means  any  place  outside  the  continental 
limits  of  the  United  States. 

§  1007.2203-2  Changes.  Insert  the 
clause  set  forth  in  §  1007.4025. 

§  1007.2203-3  Inspection.  Insert  the 
clause  set  forth  in  §  1007.4037. 

§  1007.2203-4  Payments. 

Payments 

(a)  The  Contractor  shall  be  paid  In 
monthly  installments  upon  submission  of 
properly  certified  invoices  therefor  for  serv¬ 
ices  rendered  and  accepted  less  deductions, 
if  any,  as  herein  provided. 

(b)  Any  payments  in  reimbursement  of 
the  cost  of  any  transportation  furnished  by 
the  Contractor  for  which  it  is  entitled  to  be 


§  1012.602  of  this  chapter,  insert  the 
clause  set  forth  in  §  12.604  of  this  title. 

§  1007.2104-3  Military  security  re¬ 
quirements.  According  to  the  require¬ 
ments  of  §  7.104-12  of  this  title,  insert 
the  clause  set  forth  in  that  section. 

§  1007.2104-4  Government-furnished 
property.  According  to  the  requirements 
of  §  13.502  of  this  title,  insert  the  clause 
set  forth  in  §  13.502  of  this  title. 

§  1007.2104-5  Reporting  of  royalties. 
According  to  the  requirements  of  §  9.110 
of  this  title,  insert  the  clause  set  forth 
therein,  but  see  §  9.110-2  of  this,  title. 

§  1007.2104-6  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of  this 
title. 

§  1007.2104-7  Patent  indemnity.  Ac¬ 
cording  to  the  requirements  of  §  9.103 
of  this  title,  insert  the  appropriate  clause 
or  clauses  set  forth  in  that  section  with 
additional  provisions  as  prescribed. 

§  1007.2104-8  Copyright.  According 
to  the  requirements  of  Subpart  B,  part  9, 
of  this  title  and  subpart  B,  part  1009,  of 
this  chapter,  insert  the  clause  set  forth 
in  §  9.202  or  9.204  of  this  title,  as  the 
case  may  be. 

§  1007.2104-9  Patent  rights.  Accord¬ 
ing  to  the  requirements  of  §  9.107  of  this 
title,  insert  tl>e  appropriate  clause  or 
clauses  set  forth  in  that  section,  with 
additional  provisions  as  prescribed. 

§  1007.2104-10  Reproduction  and  use 
of  technical  data.  If  the  contractor  is 
required  to  furnish  technical  data  under 
the  contract,  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.2104-11  Authorization  and  con¬ 
sent.  If  the  contractor  is  required  to 
furnish  supplies  under  the  contract,  in¬ 
sert  the  clause  set  forth  in  §  9.102-1  of 
this  title. 

§  1007.2104-12  Inspection  and  audit. 
According  to  the  requirements  of  §  1007.- 
4023  insert  the  clause  set  forth  that 
section. 

§  1007.2104-13  Priorities,  allocations 
and  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title,  in¬ 
sert  the  clause  set  forth  in  §  7.104-18  of 
this  title. 

§  1007.2104-14  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.2104-15  Alterations  in  con¬ 
tract.  According  to  instructions  for  use 
in  §  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.2105  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses. 

§  1007.2105-1  Furnishing  of  materials 
and  supplies  by  the  Government  at  its 
option.  According  to  the  provisions  of 
§  1007.4009,  the  clause  in  that  paragraph 
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jjjjlqaes  used  in  their  work,  and  for  keep- 
J*7tbem  informed  of  all  improvements, 
jJJLges  and  methods  of  operations. 

contractor  personnel,  upon  asslgn- 
ent,  either  within  the  continental  limits  of 
®  United  States  or  overseas,  are  subject  to 
all  24  hours  a  day.  Normally  they  will  per- 
Lnn  their  assigned  duties  on  the  same  daily 

hourly  basis  as  the  personnel  of  the 

nation  to  which  they  are  assigned. 
Holiday8  will  be  observed  in  accordance  with 

direction  of  the  Commander  of  the  air 
,ctiTlty  to  which  Contractor  personnel  are 
issigned.  In  the  event  that  a  Contractor 
employee  is  required  to  perform  services 
hereunder  on  an  observed  holiday,  reim¬ 
bursement  shall  be  made  as  provided  in  the 
schedule. 

(e)  The  Contractor  shall  be  required  to 
furnish  a  replacement  for  any  Contractor 
-rsonnel  who  may  be  returned  to  the  Con¬ 
nector’s  plant  or  become  incapacitated  or 
Qg  or  otherwise  be  unable  to  complete  per¬ 
meance  hereunder  prior  to  the  expiration 
of  the  period  of  performance,  unless  other-  . 
else  agreed  upon  by  the  parties  hereto. 

(f)  The  Contractor  shall  furnish  all  neces- 
mry  equipment,  salaries  and  wages  of  its 
personnel,  all  costs  of  subsistence  and  lodg- 
jug,  costs  of  passports,  insurance,  and  any 
md  all  other  costs  in  connection  with  the 
jervices  to  be  rendered  hereunder  except  as 
otherwise  provided  in  the  Clause  hereof  en¬ 
titled  ‘‘Services  Furnished  by  the  Govern¬ 
ment.” 

(g)  The  Contractor,  promptly  after  receipt 
of  official  notice  from  the  Contracting  Officer 
that  the  services  of  Contractor  personnel  are 
isquired  hereunder,  shall  furnish  in  writing 
to  the  Contracting  Officer  the  name  of  each 
person. assigned  by  the  Contractor  under  this 
contract,  his  qualifications,  his  security 
clearance,  and  such  other  pertinent  informa¬ 
tion  as  the  Contracting  Officer  may  request. 
The  Contractor  shall  have  the  right  to  re¬ 
place  or  transfer  its  personnel  and  to  sub¬ 
stitute  other  qualified  personnel  in  lieu 
thereof;  provided,  however,  that  such  trans¬ 
fers  or  reassignments  will  not  be  due  cause 
for  a  break  in  services  rendered  and  that  such 
replacements  or  transfers  have  been  coordi- 

|  Bated  with  the  Contracting  Officer.  Any 
1  transfers  or  reassignments  for  the  conven¬ 
ience  of  the  Contractor,  including  travel  and 
j  training  cost  of  replacement  personnel,  shall 
be  at  the  Contractor’s  expense.  Transfers 
and  reassignments  of  personnel  shall  be  con- 
itrued  as  being  for  the  convenience  of  the 
Contractor  unless  directed  or  approved  by 
the  Contracting  Officer  or  his  authorized  rep¬ 
resentative.  The  selection  of  personnel  by 
the  Contractor  shall  be  subject  to  approval 
cf  the  Contracting  Officer. 

|  (h)  The  Contracting  Officer  may,  if  he  finds 

It  to  be  in  the  best  interest  of  the  Govern¬ 
ment,  direct  the  Contractor  to  remove,  and 
the  Contractor  shall  remove,  any  employee 
from  an  assignment  to  perform  services 
under  this  contract. 

|  (i)  The  Contractor  shall  furnish  to  and 

fie  with  the  Contracting  Officer  such  copies 
nfthe  Employment  Contracts,  if  any,  entered 
Into  with  Contractor  personnel  engaged  in 
performing  the  services  to  be  rendered  under 
this  contract,  as  may  be  required  by  the 
fintracting  Officer. 

(J)  Personnel  employed  by  the  Contractor 
1  kreunder  and  sent  overseas  shall  be  ac- 
sedited  to  the  United  States  Air  Force  with 
j  irecognized  status  under  the  Hague  Regula¬ 
tions  and  the  Geneva  Covenants,  shall  be 
pen  proper  credentials  and  identification 
srds,  shall  wear  a'  uniform  when  prescribed 
ty  the  theater  commander,  shall  be  subject 
to  appropriate  recognition  under  the  rules  of 
«&r,  and  shall  be  subject  to  such  regulations 
■  have  been  or  may  hereafter  be  issued  by 
the  United  States  Air  Force  governing  Con¬ 
tactor  personnel  serving  with  the  United 
States  Air  Force  in  foreign  theaters  of  opera- 
tton. 
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(k)  In  accordance  with  the  Uniform  Code 
of  Military  Justice,  Article  2,  Contractor  per¬ 
sonnel  serving  with,  employed  by,  or  accom¬ 
panying  an  armed  force  outside  the  conti¬ 
nental  limits  of  the  United  States  and 
territories  specified  in  Article  2  (11)  and  2 
(12)  are  subject  to  the  Uniform  Code  of 
Military  Justice. 

§  1007.2203-21  Period  of  performance. 

Period  of  Performance 

(a)  The  services  shall  be  performed  during 
the  period  set  forth  in  PART  III  of  the  Sched¬ 
ule,  but  the  time  of  starting  and  ending 
performance  and  the  number  of  Contractor 
personnel  furnished  at  any  time  shall  be  as 
directed  by  the  Contracting  Officer. 

(b)  It  is  understood  that  time  necessary  for 
Contractor  personnel  to  proceed  from  the 
plant  or  plants  of  the  Contractor  to  the  site 
or  sites  for  the  performance  of  services  here¬ 
under  shall  be  considered  as  time  spent  in 
the  performance  of  services  hereunder.  It  is 
also  understood  that  time  necessary  for  the 
transfer  of  Contractor  personnel  betweeirdif- 
ferent  sites  for  the  performance  of  services 
hereunder  and  time  necessary  for  the  return 
of  such  personnel  to  the  plant  of  the  Con¬ 
tractor  shall  be  considered  as  time  spent  in 
the  performance  of  services  hereunder. 

§  1007.2203-22  Services  furnished  by 
the  Government. 

Services  Furnished  by  the  Government 

In  connection  with  services  to  be  rendered 
hereunder,  the  Government  shall  furnish  and 
supply  to  the  Contractor  the  following  facili¬ 
ties  and  services : 

(a)  Suitable  transportation  for  Contractor 
personnel  and  their  baggage  and  for  any 
equipment  to  be  furnished  by  the  Contractor 
hereunder  from  the  Contractor’s  plant  to  the 
site  or  sites  of  work,  at  any  site  of  work  while 
on  official  business,  between  sites  of  work, 
and  return  to  the  plant  of  the  Contractor. 
In  the  event  of*  failure  by  the  Government 
to  furnish  suitable  transportation,  the  Con¬ 
tractor  shall  furnish  such  transportation,  and 
the  Government  will  reimburse  the  Contrac¬ 
tor  for  the  actual  and  reasonable  cost  of  such 
transportation,  provided  the  same  has  been 
approved  as  provided  in  this  paragraph.  All 
travel  of  Contractor  personnel  will  require 
prior  approval  from  the  Commander,  Air  Ma¬ 
teriel  Command,  or  the  Commander  of  the 
major  Air  Command  having  operating  re¬ 
sponsibility  in  connection  with  this  contract, 
except  that  prior  approval  of  nonexpense 
travel  in  connection  with  the  unit  mission  is 
not  required. 

(b)  Use  of  Government  communication 
facilities  for  the  exchange  of  messages  be¬ 
tween  Contractor  personnel  and  the. Con  trac¬ 
tor,  where  and  when  available  if  the  Con¬ 
tractor  is  unable  to  procure  commercial 
communication  services;  but  the  use  thereof 
shall  be  subject  to  the  regulations  of  the 
Representatives  of  the  Government  in  charge 
thereof. 

(c)  Use  of  Government  services  and  agen¬ 
cies  in  the  transmittal  of  funds  to  Contractor 
personnel  and  as  a  medium  of  commercial 
exchange  for  said  personnel  when  adequate 
commercial  services  and  facilities  are  not 
available. 

(d)  Contractor  personnel  assigned  to  Air 
Force  activities  will  be  accorded  the  same 
privileges  as  commissioned  officers  with  re¬ 
gard  to  bachelor  officer  quarters,  local  trans¬ 
portation  and  messing,  when  available. 
Emergency  medical  facilities  may  be  fur¬ 
nished  as  prescribed  by  applicable  regula¬ 
tions. 

§  1007.2204  Clauses  to  be  used  when 
applicable. 

§  1007.2204-1  Military  security  re¬ 
quirements.  According  to  the  require- 
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ments  of  §  7.104-12  of  this  title,  insert 
the  clause  set  forth  in  that  section. 

§  1007.2204-2  Government-furnished 
property.  According  to  the  requirements 
of  §  13.502  of  this  title,  insert  the  clause 
set  forth  in  §  13.502  of  this  title.  Use  the 
second  alternative  paragraph  (f )  thereof, 
deleting  the  following  words  found  in 
lines  6  and  7:  “The  clause  or  clauses  of”; 
“designated  in  the  Schedule.”  Add  the 
following  paragraph  (j) ; 

(j)  Such  equipment,  services,  and  facili¬ 
ties  as  are  to  be  furnished  and  paid  for  by 
the  Contractor  under  the  provisions  of  the 
clause  hereof  entitled  “Contractor  Person¬ 
nel,”  if  not  commercially  available  to  the 
Contractor  after  the  Contractor  has  made 
every  effort  to  procure  the  same,  may  be 
furnished  by  the  Government.  Such  equip¬ 
ment,  services,  and  facilities,  when  supplied 
by  the  Government  for  the  Contractor  per¬ 
sonnel  shall  be  approximately  of  the  same 
standard  as  supplied  to  commissioned  offi¬ 
cers  of  the  United  States  Air  Force.  In  the 
event  that  such  equipment,  services,  and 
facilities  are  supplied  by  the  Government, 
an  equitable  adjustment  of  the  fixed  price 
to  be  paid  to  the*  Contractor  hereunder  shall 
be  made  by  the  Contracting  Officer  and  the 
contract  amended  accordingly.  Such  equip¬ 
ment  and  faculties  shall  be  considered  Gov¬ 
ernment-furnished  property  and  subject  to 
the  provisions  of  this  clause. 

§  1007.2204-3  Capture  and  detention. 
Insert  the  following  clause  if  the  con¬ 
tract  calls  for  oversea  services  where 
capture  and  detention  of  contractor  per¬ 
sonnel  is  possible  and  if  there  will  be 
additional  cost  to  the  Government  with¬ 
out  this  clause: 

Capture  and  Detention 

In  the  event  any  Contractor  personnel 
assigned  to  duty  under  this  contract  is  found 
to  be  missing  from  his  place  of  employ¬ 
ment,  whether  or  not  such  personnel  then 
actually  was  engaged  in  the  course  of  his 
employment,  under  circumstances  support¬ 
ing  an  inference  that  his  absence  was  due 
to  the  action  of  a  hostile  force  or  the  force 
of  any  power  not  allied  with  the  United 
States  in  a  common  mUitary  effort,  or  is 
known  to  have  been  taken  prisoner,  hostage, 
or  otherwise  detained  by  a  hostile  force  or 
the  force  of  any  power  not  allied  with  the 
United  States  in  a  common  military  effort, 
the  time  spent  by  such  personnel  during 
such  detention  (which  shall  be  construed  to 
include  the  period  until  such  personnel  is 
returned  to  his  place  Of  employment,  or  to 
the  United  States,  or  death  in  fact  is  estab¬ 
lished  by  a  finding  by  the  Federal  Security. 
Administrator  (hereinafter  referred  to  as 
“Administrator”)  or  other  Federal  body  hav¬ 
ing  jurisdiction  or  by  other  evidence  satis¬ 
factory  to  the  Contracting  Officer,  or  death 
can  legally  be  presumed  to  have  occurred) 
shall  not  be  considered  as  time  spent  in  the 
performance  of  services  hereunder  and  the 
Government  shall  not  be  obligated  to  make 
any  payment  on  account  of  such  personnel 
except  as  provided  in  this  paragraph.  The 
Contractor  is  authorized  to  and  shall  enter 
into  agreements  with  personnel  hereunder 
to  pay  benefits  to  the  extent  not  otherwise 
paid  to  such  personnel  in  the  event  of,  and 
during  the  time  spent  by  such  personnel 
during  such  detention,  as  construed  above, 
which  will  equal  the  total  wage  due  for  such 
detention,  as  construed  above,  computed  on 
the  basis  of  wage  rate  being  paid  such  per¬ 
sonnel  at  the  time  of  such  detention.  Claims 
for  benefits  shall  be  made  under  applicable 
law  with  the  Administrator.  In  the  event 
that  the  Contractor  is  obligated  by  agree¬ 
ments,  authorized  above,  to  pay  and  shall 
have  paid  benefits  in  an  amount  not  paid 
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or,  payable  by  the  Administrator  on  account 
of  such  detention  of  such  personnel,  the 
Government  shall  pay  to  the  Contractor,  In 
respect  of  such  personnel  during  the  period 
of  such  detention,  as  construed  above,  such 
amount  which  when  added  torthe  amount 
paid  or  to  be  paid  In  respect  of  such  per¬ 
sonnel  by  the  Administrator,  whether  to  the 
Contractor  or  otherwise,  will  equal  the  total 
wage  due  for  such  period  of  detention,  as 
construed  above,  computed  on  the  basis  of 
wage  rate  being  paid  such  personnel  at  the 
time  of  such  detention.  Subject  to  the 
availability  of  funds  therefor,  the  obligation 
of  the  Government  to  make  payments  pro¬ 
vided  for  by  this  paragraph  shall  continue 
In  effect  during  the  period  of  such  detention, 
as  construed  above,  and  shall  survive  the 
earlier  expiration  or  termination  of  this 
contract. 

§  1007.2204-4  Copyright.  According 
to  the  requirements  of  Subpart  B,  Part  9, 
of  this  title  and  Subpart  B,  Part  1009,  of 
this  chapter,  insert  the  clause  set  forth 
in  §  9.202  of  this  title. 

§  1007.2204-5  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of  this 
title. 

§  1007.2204-6  Notice  and  assistance 
regarding  patent  infringements.  Accord¬ 
ing  to  the  requirements  of  §  9.104  of  this 
title,  insert  the  clause  set  forth  therein. 

§  1007.2204-7  Reproduction  and  use 
of  technical  data.  If  the  contractor  is 
required  to  furnish  technical  data  under 
the  contract,  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.2204-8  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.2204-9  Alterations  in  contract. 
According  to  the  requirements  of 
§  1007.105-1  insert  the  clause  set  forth  in 
§  7.105-1  of  this  title. 

§  1007.2205  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  of  necessary  to  cover  the  subject 
matter  contained  in  such  clauses. 

§  1007.2205-1  Reports. 

Reports 

(a)  Each  Contractor  employee  assigned  for 
the  performance  of  services  hereunder  shall 
originate  and  submit  to  the  Government 
monthly  technical  reports.  The  reports  shall 
be  in  letter  form  and  shall  cover  briefly  his 
services  and  his  recommendations  on  mainte¬ 
nance-engineering  and  operational  difficulties 
encountered  on  Air  Force  equipment,  and 
other  pertinent  information.  Contractor 
personnel  are  also  authorized  to  submit 
“Unsatisfactory  Reports”  upon  observation 
of  any  unsatisfactory  condition. 

(b)  Reports  shall  be  forwarded  by  each 
Contractor  employee  to  the  Air  Force  office 
or  offices  designated  in  the  schedule. 

§  1007.2205-2  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title  or  this  chapter,  according  to  instruc¬ 
tions  for  use,  may  be  used  when  neces¬ 
sary  to  cover  the  subject  matter  con¬ 
tained  in  such  clause. 

§  1007.2206  Required  schedule  provi¬ 
sions.  The  contract  schedule  will  con¬ 


tain,  among  other  statements,  the  fol¬ 
lowing  provisions,  to  be  completed  with 

appropriate  information. 

** 

§  1007.2206-1  Part  I — Services  to  be 
furnished. 

Part  I — Services  To  Be  Furnished 

§  1007.2206-2  Part  II — Consideration 
and  payment. 

Part  II — Consideration  and  Payment 

(a)  The  Government  shall  pay  the  Con¬ 
tractor  upon  satisfactory  performance  of  this 
contract,  and  upon  the  submission  of  prop¬ 
erly  certified  invoices  or  vouchers  therefor, 
as  full  payment  for  the  services  to  be  supplied 
by  the  Contractor  hereunder,  as  follows: 

(b)  As  of  the  date  of  execution  of  this  con¬ 
tract,  there  has  been  allotted  for  it  the  total 
amount  set  forth  below.  This  amount  may 
be  increased  from  time  to  time  by  the  Gov¬ 
ernment  solely  at  its  discretion.  If  at  any 
time  the  Contractor  has  reason  to  believe 
that  by  reason  of  the  performance  by  it  of 
this  contract  the  amount  due  to  it  will  ex¬ 
ceed  the  sum  allotted  to  this  contract,  it 
shall  notify  the  Contracting  Officer  to  that 
effect.  Notwithstanding  any  other  provision 
of  this  contract,  the  Contractor  shall  not  be 
obligated  to  furnish  any  services  pursuant 
to  this  contract  if,  in  the  best  Judgment  of 
the  Contractor,  the  cost  of  such  services  will 
exceed  the  amount  then  allotted  to  this  con¬ 
tract.  The  Government  shall  not  be  ob¬ 
ligated  tp  pay  the  Contractor  under  this  con¬ 
tract  any  amount  in  excess  of  the  sum  al¬ 
lotted. 

§  1007.2206-3  Part  III — Period  of  per¬ 
formance. 

Part  III — Period  of  Performance 

The  Services  of  the  Contractor  personnel 
called  for  under  Part  I  hereof  shall  be  fur¬ 
nished  when  and  as  required  during  the  fol¬ 
lowing  periods :  •. 

§  1007.2207  Schedule  provisions  to  be 
used  when  applicable. 

§  1007.2207-1  Period  of  performance 
beyond  the  end  of  the  fiscal  year.  Where 
the  period  of  performance  of  a  contract 
extends  beyond  the  end  of  a  fiscal  year, 
the  following  clause  will  be  inserted  as  a 
lettered  paragraph  to  part  II  of  the 
schedule : 

Period  of  Performance  Beyond  the  End  of 
Fiscal  Year 

Notwithstanding  the  period  of  perform¬ 
ance  set  forth  herein,  payment  under  this 

contract  for  performance  after  30  June  195 _ 

is  subject  to  the  appropriation  and  avail¬ 
ability  of  funds.  Upon  funds  becoming  avail¬ 
able  the  Government  will  allot  to  this  con¬ 
tract  by  Change  Order  the  funds  available 
or  necessary  to  pay  for  complete  performance. 

§  1007.2207-2  Option  to  extend  serv - 
.ices  at  same  rates.  Where  an  option  is 
desired  to  extend  the  contract  beyond  the- 
end  of  a  fiscal  year  at  the  same  rate  fixed 
in  the  contract,  the  following  clause  will 
be  inserted  as  a  lettered  paragraph  to 
part  III  of  the  schedule: 

Option  To  Extend  Services  at  Same  Rates 

The  Government  is  granted  the  option  of 
extending  any  and  all  items  of  services  under 

this  contract  to  cover  a  total  of _ _  (  ) 

additional  man-months  of  services  by _ 

Contractor  personnel  to  be  rendered  during 

the  period  commencing  1  July  19 _ and 

ending  _ _  19 _ _  This  op¬ 

tion  may  be  exercised  by  the  Government 

either  for  the  entire _ _  (  ) 

months  or,  from  time  to  time,  for  any  part 
thereof.  The  exercise  of  the  option  will  be 


evidenced  by  a  Change  Order  to  this  contract 
The  rates  set  forth  in  Part  II  of  the  Schedui 
hereof  for  the  initial  period  ending  so  jmj! 

195 _ shall  be  applicable  to  any  extension 

made  pursuant  to  this  option  provision/™11 

§  1007.2207-3  Option  to  extend  serv. 
ices  at  provisional  rates.  Where  an  op! 
tion  is  desired  to  extend  the  contract 
beyond  the  end  of  a  fiscal  year  at  pro¬ 
visional  rates  which  are  later  to  be  fixed 
after  negotiation,  the  following  clause 
will  be  inserted  as  a  lettered  paragraph 
to  part  III  of  the  schedule: 

Option  To  Extend  Services  at  Provisionaj, 
Rates 

The  Government  is  granted  the  right  and 
option  of  renewing  or  extending  this  con. 
tract  as  to  any  or  all  items  of  services  under 
this  contract  for  any  additional  periods  of 
time  but  not  to  exceed  a  total  additional 

period  of  _  (  )  man-months.  This 

option  to  extend  the  contract  will  be  exer¬ 
cised  by  a  Change  Order  to  this  contract,  it 
is  understood  and  agreed  that  the  rates  speci¬ 
fied  in  Part  II  of  this  Schedule  shall  be  con¬ 
sidered  as  interim  provisional  rates  for  pay. 
ment  purposes  applicable  to  the  period  of 
extension  pending  the  completion  of  the 
negotiation  of  rates  which  are  to  be  mutually 
agreed  upon  for  such  extended  period.  Upon 
completion  of  negotiations,  the  rates  inu- 
tually  agreed  upon  for  the  additional  period 
will  be  evidenced  by  an  appropriate  Supple¬ 
mental  Agreement  or  another  contract.  Pall- 
ure  to  agree  upon  rates  shall  be  deemed  to 
be  a  dispute  concerning  a  question. of  fact 
and  shall  be  disposed  of  in  accordance  with 
the  clause  hereof  entitled  “Disputes.”  Noth¬ 
ing  herein  contained  shall  be  construed  as 
indicating  that  the  provisional  rates  to  be 
paid  during  the  extension  period  are  or  are 
not  fair  and  reasonable  compensation  to  the 
Contractor  for  services  rendered. 

SUBPART  W— CLAUSES  FOR  TIME  AND 
MATERIALS  CONTRACTS 

§  1007.2203  Required  clauses.  The 
following  clauses  will  be  inserted- in  all 
time  and  materials  contracts. 

§  1007.2303-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title* 
The  term  “direct  labor,”  as  used  in  the 
Payment  clause,  will  be  defined  in  the 
schedule. 

§  1007.2303-2  Changes. 

Changes 

The  Contracting  Officer  may  at  any  time, 
by  a  written  order,  within  the  general  scope 
of  this  contract,  and  without  notice  to  any 
sureties,  make  changes  in  (i)  drawings,  de¬ 
signs,  or  specifications,  (ii)  direct  the  addi¬ 
tion  of  work  or  services,  (iii)  make  changes 
in  method  of  shipping  or  packing,  and  (if) 
make  changes  in  place  of  delivery.  If  such 
changes  require  a  change  in  the  time  of 
performance  of  the  work  called  for  here¬ 
under,  the  contract  shall  be  modified  in 
writing  accordingly.  The  hourly  rate  set 
forth  in  the  schedule  shall  not  be  adjusted 
by  reason  of  any  change  ordered  under  this 
clause. 

§  1007.2303-3  Inspection. 

Inspection 

(a)  All  material  and  workmanship  shall  be 
subject  to  inspection  and  test  by  representa¬ 
tives  of  the  Government.  For  this  purpose, 
the  Contractor  shall  allow,  at  all  reasonable 
times,  inspectors  and  other  Government  per¬ 
sonnel  free  access  to  the  plant  and  operations 
and  shall  furnish  such  facilities  as  may  be  re¬ 
quired  for  the  work.  The  Contractor  shall 
Inform  the  Inspector  when  the  work  is  ready 
for  inspection.  The  Government  represent** 
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h«  shall  have  the  right  to  (1)  require  the 

olacement  of  parts  which  are  not  In  accord- 
[Ice  with  applicable  specifications,  and  (11) 
Liulre  the  correction  of  defects. 

,b)  The  Contractor  shall  provide  and 
maintain  an  Inspection  system  acceptable  to 
Government  covering  the  Inspection  of 
the  supplies  and  services  furnished  under  this 
contract.  Records  of  all  inspection  work  by 
the  Contractor  shall  be  kept  complete  and 
available  to  the  Government  during  the  per¬ 
formance  of  the  contract. 

(c)  The  Contractor  agrees  that  It  will  em¬ 
ploy  only  qualified  and  competent  employees 
in  the  performance  of  this  contract  and  that 
the  services  performed  will  conform  to  the 
highest  professional  standards  for  the  work 
involved. 

(d)  Prior  to  final  acceptance  by  the  Gov¬ 
ernment,  any  correction  of  defects  in  supplies 
or  services,  or  replacement  of  materials  to 
make  the  item  conform  to  contract  require¬ 
ments,  which  correction  or  replacement  is 
made  necessary  by  inferior  workmanship  or 
materials,  shall  be  at  no  cost  to  the  Govern¬ 
ment. 

(e)  Pinal  acceptance  by  the  Government 
Bfrflii  be  conclusive  except  as  regards  latent 
defects,  fraud,  or  such  gross  mistakes'  as 
amount  to  fraud.  The  Contractor  shall,  be¬ 
fore  or  after  final  acceptance,  remedy  defects 
or  failures  due  to  such  causes  at  no  cost  to 
the  Government. 

S  1007.2303-4  Payments. 

Payments 

The  Contractor  shall  be  paid  as  follows 
upon  the  submission  of  properly  certified  4n- 
voices  or  vouchers  approved  by  the  Contract¬ 
ing  Officer :  \ 

(a)  Time  Rate. 

(i)  The  amounts  computed  by  applying  the 
appropriate  time  rate  or  rates  set  forth  in  the 
schedule  to  the  number  of  direct  labor  hours 
performed,  which  rates  shall  include  wages, 
overhead,  general  and  administrative  expense 
and  profit.  Fractional  parts  of  an  hour  shall 
be  payable  on  a  prorated  basis.  The  Con¬ 
tractor  will  substantiate  vouchers  by  evi¬ 
dence  of  actual  payment  and  by  individual 
daily  job  timecards,  preferably  signed  by  the 
workers  performing  the  services.  Payments 
will  normally  be  made  at  Contractor’s  payroll 
intervals,  but  may  be  varied  by  the  Contract¬ 
ing  Officer  if  conditions  so  warrant. 

(ii)  Notwithstanding  the  provisions  of  sub- 
paragraph  (i)  hereof,  the  Contracting  Officer, 
as  provided  in  the  schedule,  shall  withhold 
payment  of  certain  amounts  due  under  this 

|  contract.  Such  amounts  shall  become  pay¬ 
able  upon  completion  of  this  contract. 

(ill)  Unless  provisions  of  the  schedule 
hereof  otherwise  specify,  the  hourly  rate  or 
rates  set  forth  in  the  schedule  shall  not  be 
varied  by  virtue  of  the  Contractor  having 
performed  work  on  an  overtime  basis.  If  the 
schedule  provides  rates  for  overtime,  the  pre¬ 
mium  portion  of  those  rates  will  not  be 
reimbursable  unless  the  overtime  is  approved 
in  writing  by  the  Contracting  Officer. 

(b)  Materials  (Including  Subcontracts) . 

(i)  Allowable  costs  of  direct  materials  shall 
be  determined  by  the  Contracting  Officer  in 
accordance  with  Part  2,  Section  XV,  of  the 
Armed  Services  Procurement  Regulation. 
The  contractor  shall  support  all  material 
costs  claimed  by  submitting  paid  invoices 
or  storeroom  requisitions.  Direct  materials 
as  referenced  by  this  clause  are  defined  as 
those  materials  which  enter  directly  into  the 
end  product,  or  which  are  used  or  consumed 
directly  in  connection  with  the  furnishing 
of  such  product. 

(ii)  The  cost  of  subcontracts  which  are 
authorized  pursuant  to  the  clause  hereof  en¬ 
titled  “Subcontracts”  shall  be  reimbursable 
costs  hereunder. 

(ill)  The  Contractor  shall,  to  the  extent 
of  its  ability,  procure  materials  at  the  most 
advantageous  prices  available,  with  due  re¬ 
gard  to  securing  prompt  delivery,  of  satis- 
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factory  materials,  take  all  cash  and  trade 
discounts,  rebates,  allowances,  credits,  sal¬ 
vage,  commissions,  and  bonifications,  and 
when  unable  to  take  advantage  of  such  bene¬ 
fits  it  shall  promptly  notify  the  Contracting 
Officer  to  that  effect  and  the  reason  therefor. 
Credit  shall  be  given  to  the  Government  for 
cash  and  trade  discounts,  rebates,  allowances, 
credits,  salvage,  the  value  of  resulting  scrap, 
when  the  amount  of  such  scrap  is  apprecia¬ 
ble,  commissions  and  bonifications  which 
have  accrued  to  the  benefit  of  the  Contractor 
or  would  have  so  accrued  except  for  the  fault 
or  neglect  of  the  Contractor.  Such  benefits 
lost  through  no  fault  or  neglect  on  'the  part 
of  the  Contractor  or  lost  through  fault  of 
the  Government,  shall  not  be  deducted  from 
gross  costs.  / 

(c)  As  of  the  date  of  execution  of  this 
contract,  there  has  been  allotted  for  it  the 
total  sum  set~forth  in  the  schedule.  This 
sum  may  be  increased  from  time  to  time  by 
the  Government  solely  at  its  discretion,  and 
the  contract  shall  be  amended  accordingly. 
Notwithstanding  any  other  provisions  of  this 
contract,  the  Contractor  shall  not  be  obli¬ 
gated  to  perform  any  services,  pursuant 
hereto,  the  aggregate  price  of  which  when 
added  to  the  aggregate  price  of  all  services 
theretofore  furnished  pursuant  hereto  would 
exceed  said  sum.  If  at  any  time  the  Con¬ 
tractor  considers  it  likely  that  the  aggregate 
amount  set  forth  in  the  schedule  may  be  ex¬ 
ceeded  within  45  days,  the  Contractor  will  so 
notify  the  Contracting  Officer  and  the  parties 
may  thereupon  enter  into  negotiations  for  an 
amendment  to  or  modification  of  this  con¬ 
tract,  as  may  be  appropriate.  Anything  in 
this  contract  to  the  contrary  notwithstand¬ 
ing,  the  Government  shall  not  be  obligated 
to  pay  to  the  Contractor  any  amount  in  ex¬ 
cess  of  the  sum  allotted  for  this  contract. 

§  1007.2303-5  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8  of 
this  title,  but  see  §  1007.103-8. 

§  1007.2303-6  Excusable  delays.  In¬ 
sert  the  clause  set  forth  in  §  7.203-11. 

§  1007.2303-7  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2303-8  Notice  and  assistance 
regarding  patent  infringement.  Insert 

clause  set  forth  in  §  9.104  of  this  title. 

s 

§  1007.2303-9  Buy  American  Act.  In¬ 
sert  clause  set  forth  in  §  7.103-14  of  this 
title. 

§  1007.2303-10  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2303-11  Eight-hour  law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303  of  this  title. 

§  1007.2303-12  Walsh-Healey  Public 
Contracts  Act.  Insert  the  clause  set 
forth  in  §  12.604  of  this  title. 

§  1007.2303-13  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title. 

§  1007.2303-14  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.2303-15  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2303-16  Termination.  Insert 
the  clause  set  forth  in  §  1008.753  of  this 
chapter. 

§  1007.2303-17  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 
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§  1007.2303-18  Subcontracts. 

'  Subcontracts 

(a)  No  contracts  shall  be  made  by  the  Con¬ 
tractor  for  the  furnishing  of  any  of  the  work 
herein  contracted  for  without  the  written 
approval  of  the  Contracting  Officer.  For  the 
purposes  of  this  clause,  purchase  of  raw  ma¬ 
terial  or  commercial  stock  Items  shall  not 
be  considered  work. 

(b)  The  Contractor  agrees  that  no  subcon¬ 
tract  placed  under  this  contract  shall  pro¬ 
vide  for  payment  on  a  cost-plus-percentage- 
of-cost  basis. 

§  1007.2303-19  Records.  Insert  the 
clause  set  forth  in  §  7.203-7  of  this  title. 

§  1007.2303-20  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2303-21  Government-furnished 
property.  According  to  the  requirements 
of  §  13.502  of  this  title  and  §  1013.502  of 
this  chapter,  insert  the  clause  set  forth 
in  §  13.502  of  this  title. 

§  1007.2303-22  Reporting  of  royalties. 
Insert  the  clause  set  forth  in  §  9.110  of 
this  title,  but  see  §  9.110-2  of  this  title. 

§  1007.2304  Clauses  to  be  used  when 
applicable. 

§  1007.2304-2  Shipments.  According 
to  the  requirements  of  §  1007.4004,  insert 
the  clause  set  forth  in  that  section. 

§  1007.2304-3  Military  security  re¬ 
quirements.  According  to  the  require¬ 
ments  of  §  7.104-12  of  this  title,  insert 
the  clause  set  forth  in  that  section. 

§  1007.2304-4  Copyright.  According 
to  the  requirements  of  Subpart  B,  Part  9, 
of  this  title  and  Subpart  B,  Part  1009,  of 
this  chapter,  insert  the  clause  set  forth  in 
§  9.202  or  §  9.204  of  this  title  as  appro¬ 
priate. 

§  1007.2304-5  Reproduction  and  use  of 
technical  datq..  If  the  contractor  is  re¬ 
quired  to  furnish  technical  data  under 
the  contract,  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.2304-6  Authorization  and  con¬ 
sent.  If  the  contractor  is  required  to 
furnish  supplies  under  the  contract,  in¬ 
sert  the  clause  set  forth  in  §  9.102-1  of 
this  title. 

§  1007.2304-7  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of  this 
title. 

§  1007.2304-8  Patent  indemnity.  Ac¬ 
cording  to  the  requirements  of  §  9.103-3 
of  this  title,  insert  the  clause  set  forth 
in  §  9.103-L(a)  of  this  title. 

§  1007.2304-9  . Priorities ,  allocations 

and  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title,  in¬ 
sert  the  clause  set  forth  in  §  7.104-18  of 
this  title.  -v 

§  1007.2304-10  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2. 

§  1007.2304-11  Alterations  in  contract. 
According  to  the  requirements  of 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 
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RULES  AND  REGULATIONS 


nation  specifying  the  extent  to  which  per¬ 
formance  of  work  under  this  contract  shall 
be  terminated  and  the  effective  date  of  such 
termination.  Whenever  termination  is  ef¬ 
fected  under  (ii)  above,  the  student,  after 
receiving  approval  of  the  Commandant, 
USAP  Institute  of  Technology,  shall  notify 
the  Contractor  and  the  Contracting  Officer  of 
the  effective  date  of  his  withdrawal  and  upon 
receipt  by  the  Contractor  of  any  such  notice, 
it  shall,  unless  the  Contracting  Officer  directs 
otherwise,  discontinue  all  the  work  and 
activity  specified  by  such  notice  at  the  time 
set  forth  therein. 

(b)  In  the  event  of  termination  in  whole 
or  in  part,  the  Contractor  shall  be  paid  (i) 
all  fees  then  due  and  owing  and  theretofore 
unpaid,  and  (ii)  all  accrued  fees,  in  accord¬ 
ance  with  the  established  policies  of  the  Con¬ 
tractor  if  termination  is  effected  during  any 
period  of  Instruction. 

§  1007.2403-10  Revised  lees. 

Revised  Pees 

The  consideration,  as  set  forth  in  each 
exhibit  issued  hereunder,  is  based  on  the 
Contractor’s  standard  fees  on  the  date  of 
such  exhibit.  The  Contractor  shall  have  the 
right  to  change  any  or  all  fees  for  any  suc¬ 
ceeding  semester  after  the  first  semester  or 
period  of  instruciton  upon  written  notice 
to  the  Government  thirty  (30)  days  prior  to 
the  commencement  of  such  semester,  but  in 
no  event  to  a  greater  amount  than  that 
charged  for  other  students  pursuing  the 
same  or  similar  course  of  instruction.  In  the 
event  of  such  notice,  the  Government  shall 
have  the  option  to  accept  or  refuse  the  re¬ 
vised  fee  basis.  If  the  Government  elects 
to  refuse  the  revised  fee  basis,  it  may  pro¬ 
ceed  to  terminate  the  contract  under  the 
terms  of  the  clause  hereof  entitled  “Termi¬ 
nation.” 

1007.2403-11  Change  in  curriculum. 

Change  in  Curriculum 

The  Contracting  Officer  may  vary  the  cur¬ 
riculum  as  selected  by  the  student,  but  shall 
not  require  nor  make  any  change  in  any 
course  as  offered  by  the  Contractor  without 
the  Contractor’s  consent. 

§  1007.2403-12  Reports  and  with¬ 
drawal  of  students. 

Reports  and  Withdrawal  of  Students 

(a)  The  Contractor  shall  submit  to  the 
Contracting  Officer  at  the  end  of  each  term  or 
semester,  and  at  such  other  times  as  the 
Contracting  Officer  may  direct,  a  written  re¬ 
port  containing  the  progress  and  grades  of 
each  student  and  such  other  information  as 
the  Contracting  Officer  may  require:  Pro¬ 
vided,  That  any  report  required  by  the  Con¬ 
tracting  Officer  not  regularly  furnished  other 
students  pursuing  the  same  or  similar  cur¬ 
riculum  will  be  paid  for  by  the  Government 
at  a  rate  agreed  upon  in  advance  either  in 
an  original  exhibit  or  an  amended  exhibit. 

(b)  Any  student  yrho,  in  the  opinion  of 
the  Contracting  Officer,  fails  to  maintain  a 
satisfactory  standing  in  the  course  in  which 
he  has  been  enrolled  or  whom  the  Contract¬ 
ing  Officer,  for  any  reason  whatsoever,  desires 
to  remove  from  such  course,  may,  at  the  op¬ 
tion  of  the  Contracting  Officer,  be  withdrawn 
at  any  time.  In  such  event,  or  in  the  event 
that  the  Contractor  dismisses  any  student 
for  breach  of  its  regulations,  the  matter  shall 
be  treated  as  a  partial  termination  and  the 
tuition  for  such  student  shall  be  computed 
in  accordance  with  the  clause  hereof  entitled 
“Termination.” 

§  1007.2403-13  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2403-14  Examination  of  rec¬ 
ords.  Insert  the  clause  set  forth  in 
§  7.104-15  of  this  title. 


§  1007.2305  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  subject 
matter  contained  in  such  clauses. 

§  1007/5305-1  notice  to  the  Govern¬ 
ment  of  labor  disputes.  The  clause  set 
forth  in  §  7.105-3  of  this  title  may  be  in¬ 
serted. 

§  1007.2305-2  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title  and  this  chapter,  according  to  in¬ 
struction  for  use,  may  be  used  when 
necessary  to  cover  the  subject  matter 
contained  in  such  clause. 

SUBPART  X — CLAUSES,  SCHEDULE  PROVISIONS, 

AND  EXHIBITS  FOR  INSTRUCTION  OF  MILITARY 

PERSONNEL  AT  CIVILIAN  SCHOOLS,  COLLEGES, 

AND  UNIVERSITIES 

§  1007.2403  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
contracts  for  instruction  of  military 
personnel  at  civilian  colleges  and 
universities. 

§  1007.2403-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title 
and  add  the  following  paragraph  desig¬ 
nated  “(d)”:  . 

(d)  In  addition,  the  following  terms  and 
definitions  shall  govern  for  the  purposes  of 
this  contract : 

“Course” — A  series  of  lectures  and/or  in¬ 
structions  and/or  laboratory  periods  relating 
to  one  particular  field  of  science  or  learning. 

“Curriculum" — The  course  as  selected  by 
one  student  for  his  course  of  instruction. 

§  1007.2403-2  Inspection. 

Inspection 

The  Contractor  agrees  to  permit  the  Con¬ 
tracting  Officer,  or  his  duly  authorized  rep¬ 
resentative,  to  make  inspections  of  the  school 
facilities  and  courses  offered. 

§  1007.2403-3  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2403-4  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2403-5  Eight-hour  law  of  1912. 
Insert  the  clause  set  forth  in  §  12.303-1  of 
this  title.  If  the  contract  is  with  a  State 
or  a  political  subdivision  thereof,  preface 
the  clause  as  directed  in  §  12.303-2  of  this 
title. 

§  1007.2403-6  nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title.  f 

§  1007.2403-7  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.2403-8  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2403-9  Termination. 

Termination 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Govern¬ 
ment  in  accordance  with  this  clause  in  whole, 
or  from  time  to  time  in  part,  whenever,  (i) 
the  Contracting  Officer  shall  determine  that 
any  such  termination  is  for  the  best  interest 
of  the  Government,  or  (ii)  the  student  vol¬ 
untarily,  or  at  the  request  of  the  Contractor, 
withdraws  from  any  course  or  courses. 
Whenever  termination  is  effected  pursuant 
to  (i)  above,  Contracting  Officer  shall  deliver 
to  the  Contractor  a  written  notice  of  termi¬ 


§  1007.2404  Clauses  to  be  used  whe* 
applicable. 

§  1007.2404-1  Alterations  in  contract 
According  to  the  requirements  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.2406  Schedule  provisions.  The 
following  provisions  will  be  set  forth  in 
the  schedule,  and  will  be  completed  with 
appropriate  information: 

§  1007.2406—1  Part  I — Services  to  be 
furnished. 

Part  I — Services  To  Be  Furnished 

(a)  The  Contractor  shall  enroll  and  pro. 

vise  instruction  during  the  period _ 

to  - - for - not  to  ex' 

ceed _ students,  who  shall  be  military 

personnel  of  the  United  States  Air  Pore* 
selected  by  the  Government  and  acceptable 
to  and  approved  by  the  Contractor,  in  the 
courses  and  for  the  respective  periods  of  time 
determined  as  hereinafter  provided. 

(b)  Requests  by  the  Government  for  in- 
struction  shall  be  by  delivery  to  the  Con¬ 
tractor  of  an  exhibit  to  this  contract  ag 
hereinafter  provided. 

(c)  The  total  number  of  students  specified 
in  paragraph  (a)  above  will  be  divided  into 
groups  or  classes.  Classes  will  be  consecu¬ 
tive  unless  otherwise  mutually  agreed  upon. 
Each  exhibit  will  be  presented  in  sextupli- 
cate  by  the  Government  to  and  completed  by 
the  Contractor  to  show  the  approved-  curri¬ 
culum  to  be  pursued  by  each  student,  the 
cost  thereof  and  the  total  cost  of  all  studente 
in  the  particular  class  involved.  The  exhibit 
shall  be  then  forwarded  in  quintuplicate  to 
the  Contracting  Officer  for  approval.  Upon 
approval  by  the  Contracting  Officer  each  ex¬ 
hibit  will  be  given  an  appropriate  number, 
and  a  copy  thereof,  executed  by  the  Con¬ 
tracting  Officer,  shall  be  returned  to  the 
Contractor. 

(d)  All  students  accepted  by  the  Contrac¬ 
tor  shall  be  registered  in  the  same  manner  as 
civilian  students  and  shall  be  subject  to  the 
same  academic  regulations,  and  shall  have 
the  same  privileges,  including  use  of  all  fa¬ 
cilities  and  equipment  normally  furnished  by 
the  Contractor  to  all  students. 

(e)  In  the  event  it  is  desired  to  amend  an 
exhibit  issued  hereunder  for  any  reason,  an 
amended  exhibit  will  be  initiated  by  the  Gov¬ 
ernment  and  forwarded  to  the  Contractor  for 
completion  and  signature,  who  shall  then 
process  the  same  in  the  same  manner  as,  an 
original.  Such  amended  exhibit  shall  bear 
the  same  number  as  the  original  exhibit  in 
addition  to  the  appropriate  amendment 
number. 

(f)  Unless  otherwise  provided  herein,  all 
necessary  textbooks,  laboratory  manuals,  and 
other  equipment  required  for  use  by  indi¬ 
vidual  students  will  be  procured  by  6aid 
students  at  their  own  expense. 

§  1007.2406-2  Part  II — Consideration, 
payment  and  voucher. 

Part  II — Consideration,  Payment  and 
Voucher 

(a)  The  Government  will  pay  to  the  Con¬ 
tractor,  as  compensation,  the  cost  of  the 
course  of  instruction  of  each  student  as  set 
forth  in  the  exhibit  covering  his  enrollment, 
which  cost  will  in  no  event  be  a  greater 
amount  than  charged  for  other  students  pur¬ 
suing  the  same  or  similar  curriculum:  Pro¬ 
vided,  That,  if  the  Contractor  regularly 
charges  higher  rates  of  tuition  for  students 
who  are  not  residents  of  the  state  In  which 
the  Contractor  is  located,  the  Contractor 
may  charge  the  Government  not  in  excess  of 
the  lowest  rates  applicable  to  such  non¬ 
resident  students. 


Saturday ,  March  1 ,  1958 

(b)  The  Government  will  pay  the  compen- 
gation  stated  in  paragraph  (a)  above  in 
•dvance  as  follows: 

(1)  For  each  class  in  which  the  students 
are  enrolled,  upon  the  receipt  from  the  Con¬ 
tracting  Officer  of  an  approved  copy  of  the 
exhibit  as  provided  in  paragraph  (c)  of  Part 
r  hereof,  the  Contractor  will  submit  to  the 
Contracting  Officer  a  voucher  in  quintupli- 
cate,  covering  each  exhibit  separately,  for 
preaudit  and  forwarding  through  channels 
to  the  Disbursing  Officer,  USAP,  indicated  on 
the  cover  page  of  this  contract.  Said  voucher 
,hall  include: 

a.  Contract  number  and  period  of  instruc¬ 
tion  to  which  voucher  pertains. 

b.  Names  of  all  students  covered  by 
voucher. 

c.  itemized  statement  of  charge  for  each 
xtudent. 

d.  Designation  of  voucher  as  “first,”  “sec¬ 
ond,”  “final,”  etc.,  as  the  case  may  be. 

e.  A  certificate  reading  as  follows : 

MI  certify  that  the  above  bill  is  correct  and 
just,  and  payment  therefor  has  not  been 
received.” 

(c)  Final  settlement  of  said  exhibit  will 
be  made  by  presentation  and  payment  of  a 
voucher  designated  by  the  Contractor  as 
“Final  Voucher.”  Upon  payment  of  such 
Anal  voucher,  the  obligations  of  the  parties 
with  respect  to  said  exhibit  shall  automat¬ 
ically  cease  and  terminate,  and  final  settle¬ 
ment  shall  be  deemed  accomplished. 

(d)  Advance  payments  to  be  made  under 
the  terms  hereof  are  authorized  by  31  U.  S.  C. 
6291. 

(e)  Checks  for  refunds  to  the  Government 
arising  out  of  termination,  or  for  other 
causes,  shall  be  drawn  in  favor  of  Treasurer 
of  the  United  States,  and  shall  be  sent  by  the 
Contractor  to  the  Administrative  Contract¬ 
ing  Officer  who  will  record  the  same  and  for¬ 
ward  such  checks  to  the  proper  Disbursing 
Officer,  USAP. 

5  1007.2407  Exhibits. 

§  1007.2407-1  Exhibit  for  enrollment. 
The  following  exhibit  will  be  used  for  the 

enrollment  of  personnel: 

« 

Headquarters 

USAF  Institute  of  Technology 

Wbight-Patterson  Air  Force  Base,  Ohio 


(Date) 

Exhibit  No. _ to  Contract  No. _ _ 

To: 

1.  A  group  consisting  of _ Air  Force  stu¬ 

dents  is  scheduled  to  enroll  in  a  class  at  your 
institute  in  accordance  with  the  terms  of 
the  contract  cited  in  the  upper  right-hand 
corner  of  this  exhibit  for  a  cpurse  of  instruc¬ 


tion  in _ beginning _ 

and  ending _ in  accordance  with 

your  letter  dated _ _  accepting 

these  students. 


2.  It  is  requested  that,  after  these  students 
are  enrolled,  you  execute  the  portion  of  this 
exhibit  immediately  following,  in  quintu- 
plicate,  and  send  it  as  soon  as  practicable  to 
the  Contracting  Officer,  USAP  Institute  of 
Technology. 


(Contracting  Officer) 


(Date  of  enrollment) 


To:  Contracting  Officer 

USAF  Institute  of  Technology 
Wright-Patterson  Air  Force  Base,  Ohio 

1.  The  group  of  Air  Force  students  enumer¬ 
ated  in  the  attached  continuation  sheet  has 
been  enrolled  at  this  institution  for  a  course 

of  instruction  in _ beginning 

- - - and  ending _ _ _ _ 


FEDERAL  REGISTER 

2.  The  curriculum  to  be  pursued  by  the 
students  and  the  cost  thereof  are  set  forth 
in  such  continuation  sheet. 

3.  It  is  certified  that  these  charges  are  not 
greater  than  that  charged  for  other  students 
pursuing  the  same  or  similar  curriculum. 

4.  Thj  itemized  charges  due  or  to  become 
due  on  account  of  such  enrollment  for  each 
class  or  other  period  of  instruction  are  as 
follows; 


(Contractor) 

By . 


(Title) 


(Address) 

§  1007.2407-2  Exhibit  for  approving 
courses  and  allotment  of  funds.  'The 
following  exhibit  will  be  used  for  approv¬ 
ing  courses  of  instruction  and  allotment 
of  funds: 

(Date) 

Exhibit  No. _ to  Contract  No. _ _ 

To: 

The  enrollment  of _ in  the 

(Name) 

course  of  instruction  enumerated  above  is 
approved. 

The  supplies  and  services  to  be  obtained  by 
this  exhibit  are  for  the  purposes  set  forth  in, 
and  are  chargeable  to,  allotments  below  enu¬ 
merated,  the  available  balances  of  which  are 
sufficient  tc  cover  the  cost  thereof. 


(Contracting  Officer) 

§  1007.2408  Changes  to  be  made  for 
contracts  issued  under  Air  Force  Regula¬ 
tion  34-8.  The  following  changes  will  be 
made  ir.  clauses  set  forth  in  §§  1007.2403 
through  1007.2406-2  in  contracts  which 
are  issued  pursuant  to  Air  Force  Regula¬ 
tion  34-8. 

(a)  All  references  to  USAF  Institute  of 
Technology  will  be  deleted  and  the  title 
and  address,  where  applicable,  of  the  in¬ 
stallation  issuing  the  contract  will  be 
substituted  therefor. 

(b)  In  §  1007.2403-9,  Termination,  de¬ 
lete  the  words  “after  receiving  approval 
of  the  Commandant,  USAF  Institute  of 
Technology,”  paragraph  (a) ,  lines  11  and 
12.  Insert  the  words  “by  the  Govern¬ 
ment  its  proportionate  share  of  “between 
the  words  “shall  be  paid”  and  “(i)  all 
fees”  in  paragraph  (b),  line  2. 

(c)  In  §  1007.2406-2,  Part  II— Consid¬ 
eration,  Payment  and  Voucher,  delete  the 
first  three  lines  of  paragraph  (a)  and 
substitute  therefor : 

(a)  The  Government  will  pay  to  the  Con¬ 
tractor,  as  compensation, _ percent  of 

the  tuition  cost  of  the  course  of  instruction 
of  each  student  as  set  forth  in  the  exhibit 
covering  his  enrollment,  the  balance  of  all 
other  costs  being  collected  by  the  contractor 
from  each  student,  which  costs  will  in  no 
event  be  great- _ _ 

(d)  In  §  1007.2407-1,  Exhibit  for  En¬ 
rollment,  delete  paragraph  4  of  the  ex¬ 
hibit  addressed  to  the  contracting  officer 
and  to  be  signed  by  the  contractor  and 
substitute: 

4.  The  tuition  charges  due  or  to  become 
due  on  account  of  such  enrollment  for  each 
class  or  other  period  of  instruction,  of  which 
the  Government  is  to  pay  percent,  are  a a 
follows: 
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SUBPART  Y— CLAUSES  AND  ARRANGEMENTS 
FOR  LETTER  CONTRACTS 

§  1007.2503  Arrangements  for  letter 
contracts.  The  following  arrangements 
will  be  used  for  all  letter  contracts. 

§  1007.2503-1  Cover  page.  The  fol¬ 
lowing  will  be  used  as  the  cover  page  for 
all  letter  contracts. 

Contract  No _ _ _ _ 

Letter  Contract 
between 

Department  of  the  Air  Force 
ajjd 


(Contractor) 

Contract  for: _ _ _ 

Administrative  Information : 


(Insert  designation  and  address  of  disbursing 
finance  officer) 

is  designated  as  the  officer  to  make  pay¬ 
ments,  if  any,  in  accordance  with  this  con¬ 
tract. 

The'  sums  to  be  expended  by  the  Govern¬ 
ment  hereunder  are  chargeable  to  the  follow¬ 
ing  allotments,  the  available  balances  of 
which  are  sufficient  to  cover  the  same: 

The  office  having  overall  administrative  re¬ 
sponsibility  for  this  contract  is: 

Contractor’s  invoices  or  vendor’s  shipping 
documents  used  as  invoices  shall  be  made  / 
out  to  the  Finance  Officer  designated  to  make 
payment  hereunder,  if  any,  and  shall  be  sent 
by  the  Contractor  to  the  Administrative  Of¬ 
fice  for  recording  and  forwarding  to  the 
Finance  Officer  for  payment.  Point  of  In¬ 
spection  and  Acceptance  and  F.  O.  B.  Point:  * 
Type  Contract  Contemplated: 

Purchase  Request  No.: 

Buyer: 

Equipment  Class: 

Program : 

This  instrument  has  been  negotiated  pur¬ 
suant  to  section  2  (c)  of  Public  Law  413, 
80th  Congress. 

§  1007.2503-2  Introduction.  The  fol¬ 
lowing  will  be  used  as  an  introduction  to 
all  letter  contracts: 

-  Contract  No.’ _ 

Name: 

Address: 

Dear  Sirs: 

§  1007.2503-3  Signatures  and  accept¬ 
ance.  The  following  will  be  used  at  the 
end  of  all  letter  contracts  for  acceptance 
and  execution  thereof : 

The  United  States  of  America, 

3y  . . 


(Contracting  officer) 

Accepted _ _  19_„ 

_ _ _  Affix  Corporate  Seal 

(Contractor) 

By . - . — 

x  (Name,  official  title) 

Note.  Type  or  print  names  under  all 
signatures. 

§  1007.2504  Required  clauses  for  fixed- 
price  letter  contracts.  The  following 
clauses  will  be  inserted  in  all  letter  con¬ 
tracts  contemplating  a  fixed-price  de¬ 
finitive  contract.  Clauses  will  bo  con¬ 
secutively  numbered.  Any  clause  listed 
under  §  1007.2504-3  which  is  inapplicable 
to  a  specific  contract  may  be  deleted  from 
that  contract.  Additional  clauses,  ap¬ 
plicable  to  a  specific  contract  (such  as 
added  patent  clauses),  may  be  incor¬ 
porated  by  reference  in  Exhibit  “A”  to 
the  contract. 
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RULES  AND  REGULATIONS 


T  1007.2504-1  Introductory  paragraph. 

An  order  is  hereby  placed  with  the  con¬ 
tractor  for  the  furnishing  to  the  Government 
of  the  supplies  or  services  set  forth  in  Ex¬ 
hibit  “A”  attached  hereto  and  hereby  made 
a  part  hereof. 

§  1007.2504-2  ^'Direction  to  proceed. 

Except  as  otherwise  expressly  provided  to 
the  contrary  herein,  the  Contractor  is  di¬ 
rected,  upon  its  acceptance  of  this  order,  to 
proceed  immediately  to  procure  the  neces¬ 
sary  materials,  and  to  commence  the  manu¬ 
facture  of  the  supplies  or  performance  of  the 
services  called  for  herein,  and  to  pursue  such 
work  with  all  diligence  to  the  end  that  the 
supplies  may  be  delivered  or  services  per¬ 
formed  at  the  earliest  practicable  date. 

§  1007.2504-3  Contract  clauses  for  in¬ 
corporation  by  reference,  (a)  The  provi¬ 
sions  of  the  contract  clauses  set  forth  in 
the  following  sections  of  the  Armed  Serv¬ 
ices  Procurement  Regulation  (Subchap¬ 
ter  A,  Chapter  I,  of  this  title) ,  in  effect 
on  the  date  hereof  and  the  additional 
clauses  which  are  made  a  part  of  this 
Letter  Contract  in  Exhibit  “A”  are  here¬ 
by  incorporated  into  this  letter  contract 
by  reference  with  the  same  force  and 
effect  as  though  herein  set  forth  in  full: 

§§  7.103-1  (Definitions);  7.103-2  (Changes); 

7.103- 3  (Extras);  7.103-4  (Variation  in 
Quantity);  7.103-5  (Inspection);  7.103-6 
(Responsibility  for  Supplies);  7.103-8  (As¬ 
signment  of  Claims);  7.103-9  (Additional 
Bond  Security);  11.401  (Federal,  State  and 
Local  Taxes);  7.103-12  (Disputes);  7.103-13 
(Renegotiation);  7.103-14  (Buy  American 
Act);  12.303-1  (Eight-Hour  Law  of  1912); 
12.604  (Walsh-Healey  Public  Contracts  Act) ; 
12.802  (Nondiscrimination  in  Employment); 

7.103- 19  (Officials  Not  To  Benefit);  7.103-20 
(Covenant  Against  Contingent  Fees);  7.104- 
10  (Aircraft  in  the  Open);  7.104-12  (Military 
Security  Requirements);  7.104-14  (Utiliza¬ 
tion  of  Small  Business  Concerns);  7.104-15 
(Examination  of  Records);  7.104-16  (Gratui¬ 
ties);  7.104-18  (Priorities,  Allocations  and 
Allotments);  12.203  (Convict  Labor);  9.104 
(Notice  aftd  Assistance  Regarding  Patent  In¬ 
fringement);  9.110  (Reporting  of  Royalties); 
9.106  (Filing  of  Patent  Applications);  9.102-1 
(Authorization  and  Consent);  9.107-1 
(Patent  Rights);  9.202  (Copyright);  9.112 
(Reproduction  and  Use  of  Technical  Data);* 
and  13.502  (Government-Furnished  Prop¬ 
erty)  of  this  title. 

(b)  Reference  in  any  of  the  clauses 
enumerated  in  paragraph  (a)  of  this  sec¬ 
tion  to  contract  prices  or  adjustments  in 
contract  prices  and  delivery  schedules  to 
the  extent  such  are  not  specifically  in¬ 
cluded  in  this  Letter  Contract,  shall  be 
inapplicable,  except  that  any  adjust¬ 
ments  in  amounts  finally  payable  to  the 
Contractor,  or  in  time  of  performance 
required  by  such  clauses,  shall  be  made 
either  at  the  time  of  settlement  of  Con¬ 
tractor’s  termination  claims  or  shall  be 
taken  into  account  at  the  time  of  execu¬ 
tion  of  the  definitive  contract  contem¬ 
plated  herein. 

§  1007.2504-4  Provision  for  defini - 
tizing  contract. 

By  the  Contractor’s  acceptance  hereof,  it 
undertakes,  without  delay,  to  enter  into 
negotiations  with  the  Department  of  the  Air 
Force  looking  to  the  execution  of  a  definitive 
contract  which  wiU  include  the  clauses 
enumerated  above  and  all  other  applicable 
clauses  then  required  by  Federal  Law,  Execu¬ 
tive  order,  and  applicable  procurement  regu¬ 
lations  to  be  included  in  contracts  for  sup¬ 
plies  or  services  of  the  kind  herein  described. 


The  definitive  contract  will  also  contain  a 
detailed  delivery  schedule  and  prices,  terms 
and  conditions  as  agreed  to  by  the  parties 
which  may  or  may  not  be  at  variance  with 
the  provisions  of  this  order.  It  is  expected 
that  such  definitive  contract  will  be  exe¬ 
cuted  prior  to _ and  will  be  a 

fixed-price-type  contract. 

§  1007.2504-5  Authority  to  obligate 
funds. 

The  maximum  amount  for  which  the  Gov¬ 
ernment  shall  be  liable  if  this  contract  is 

terminated  is  $ _ _  and  any  expenditure 

or  obligation  by  the  Contractor  in  excess  of 
that  amount,  in  furtherance  of  performance 
hereunder,  shall  be  at  the  Contractor’s  own 
risk. 

§  ^,007.2504-6  Termination. 

Termination 

(a)  In  case  a  definitive  contract  is  not 
executed  by  the  date  specified  in  the  clause 
hereof  entitled  “Provision  for  Definitizing 
Contract,”  because  of  the  inability  of  “the 
parties  to  agree  upon  a  definitive  contract, 
this  order  may  be  terminated  in  its  entirety 
by  either  party  by  delivering  to  the  other 
party  a  notice  in  writing  specifying  the  effec¬ 
tive  date  of  termination,  which  date  shall 
not  be  earlier  than  thirty  (30)  days  after 
receipt  of  such  notice. 

(b)  The  performance  of  work  under  this 
order  may  be  terminated  by  the  Government, 
in  accordance  with  this  clause,  in  whole,  or 
from  time  to  time  in  part,  whenever  the  Con¬ 
tracting  Officer  shall  determine  that  such 
termination  is  in  the  best  interests  of  the 
Government.  Any  such  termination  shall  be 
effected  by  delivery  to  the  Contractor  of  a 
Notice  of  Termination  specifying  the  extent 
to  which  performance  of  work  under  this 
order  is  terminated,  and  the  date  upon  which 
such  termination  becomes  effective. 

(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  and  except  as  otherwise  directed  by  the 
Contracting  Officer,  the  Contractor  shall  (1) 
stop  work  under  this  order  on  the  date  and 
to  the  extent  specified  in  the  Notice  of 
Termination;  (2)  place  no  further  orders  or 
subcontracts  for  materials,  services,  or  facili¬ 
ties  except  as  may  be  necessary  for  comple¬ 
tion  of  such  portion  of  the  work  under  this 
order  as  is  not  terminated;  (3)  terminate  all 
orders  and  subcontracts  to  the  extent  that 
they  relate  to  the  performance  of  work 
terminated  by  the  Notice  of  Termination; 

(4)  assign  to  the  Government,  in  the  man¬ 
ner,  at  the  times,  and  to  the  extent  directed 
by  the  Contracting  Officer,  all  of  the  right, 
title,  and  interest  of  the  Contractor  under 
the  orders  or  subcontracts  so  terminated; 

(5)  settle  all  outstanding  liabilities  and  all 
claims  arising  out  of  such  termination  of 
orders  and  subcontracts  with  the  approval 
or  ratification  of  the  Contracting  Officer  to 
the  extent  he  may  require,  which  approval  or 
ratification  shall  be  final  for  all  purposes  of 
this  clause;  (6)  transfer  title  to  and  deliver 
to  the  Government,  in  the  manner,  at  the 
times  and  to  the  extent,  if  any,  directed  by 
the  Contracting  Officer,  (i)  the  fabricated  or 
unfabricated  parts,  work  in  process,  com¬ 
pleted  work,  supplies,  and  other  material 
produced  as  a  part  of,  or  acquired  in  respect 
of  the  performance  of,  the  work  terminated 
by  the  Notice  of  Termination,  (ii)  the  com¬ 
pleted  or  partially  completed  plans,  draw¬ 
ings,  information,  and  other  property  which, 
if  this  order  had  been  completed,  would  be 
required  to  be  furnished  to  the  Government; 
(7)  use  its  best  efforts  to  sell  in  the  manner, 
at  the  times,  to  the  extent,  and  at  the  price 
or  prices  directed  or  authorized  by  the  Con¬ 
tracting  Officer,  any  property  of  the  types 
referred  to  in  provisions  (6)  of  this  para¬ 
graph  :  Provided,  however.  That  the  Contrac¬ 
tor  (i)  shall  not  be  required  to  extend  credit 
to  any  purchaser,  and  (ii)  may  acquire  any 
such  property  under  the  conditions  pre¬ 


scribed  by  and  at  a  price  or  prices  appr0Ttd 
by  the  Contracting  Officer:  And  provwS 
further.  That  the  proceeds  of  any  such  tram!  1 
fer  or  disposition  shall  be  applied  in  reduc' 
tion  of  any  payments  to  be  made  by  the 
Government  to  the  Contractor  under  this 
order  or  shall  otherwise  be  credited  to  the 
price  or  cost  of  work  covered  by  this  order  or 
paid  in  such  other  manner  as  the  Contract¬ 
ing  Officer  may  direct;  (8)  complete  perl 
formance  of  such  part  of  the  work  as  ehap 
not  have  been  terminated  by  the  Notice  of 
Termination;  and  (9)  take  such  action  as 
may  be  necessary  or  as  the  Contracting  Of¬ 
ficer  may  direct,  for  the  protection  and 
preservation  of  the  property  related  to  this 
order  which  is  in  the  possession  of  the  Con¬ 
tractor  and  in  which  the  Government  has  or 
may  acquire  an  interest.  At  any  time  after 
expiration  of  the  plant  clearance  period,  as 
defined  in  Section  VIII,  Armed  Services  Pro. 
curement  Regulation,  or  as  it  may  he 
amended  from  time  to  time,  the  Contractor 
may  submit  to  the  Contracting  Officer  a  list 
certified  as  to  quantity  and  quality,  of  any  or 
all  items  of  termination  inventory  not  pre- 
viously  disposed  of,  exclusive  of  items  the 
disposition  of  which  has  been  directed  or 
authorized  by  the  Contracting  Officer,  and 
may  request  the  Government  to  remove  such 
items  or  enter  into  a  storage  agreement 
covering  them.  Not  later  than  fifteen  (15) 
days  thereafter,  the  Government  will  accept 
title  to  such  items  and  remove  them  or  enter 
into  a  storage  agreement  covering  the  same: 
Provided,  That  the  list  submitted  shall  he 
subject  to  verification  by  the  Contracting 
Officer  upon  removal  of  the  items,  or  if  the 
items  are  stored,  within  forty-five  (45)  days 
from  the  date  of  submission  of  the  list,  and 
any  necessary  adjustments  to  correct  the  list 
as  submitted  shall  be  made  prior  to  final 
settlement. 

(d)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the 
Contracting  Officer  its  termination  claim  in 
the  form  and  with  the  certification  pre¬ 
scribed  by  the  Contracting  Officer.  Such 
claim  shall  be  submitted  promptly,  but  in 
no  event  later  than  2  years  from  the  effective 
date  of  termination,  unless  one  or  more  ex¬ 
tensions  in  writing  are  granted  by  the  Con¬ 
tracting  Officer  upon  request  of  the  Con¬ 
tractor  made  in  writing  within  such  2-year 
period  or  authorized  extension  thereof.  How¬ 
ever,  if  the  Contracting  Officer  determines 
that  the  facts  Justify  such  action,  he  may  re¬ 
ceive  and  act  upon  any  such  termination 
claim  at  any  time  after  such  2-year  period  or 
any  extension  thereof.  Upon  failure  of  the 
Contractor  to  submit  a  termination  claim 
within  the  time  allowed,  the  Contracting 
Officer  may  determine,  on  the  basis  of  in¬ 
formation  available  to  him,  the  amount,  if 
any,  due  the  Contractor  by  reason  of  the 
termination,  and  shall  thereupon  pay  to  the 
Contractor  the  amount  so  determined. 

(e)  Subject  to  the  provision  of  paragraph 
(d)  hereof,  the  Contractor  and  the  Con¬ 
tracting  Officer  may  agree  upon  the  whole 
or  any  part  of  the  amount  or  amounts  to 
be  paid  to  the  Contractor  by  reason  of  the 
total  or  partial  termination  of  work  pursuant 
to  this  clause.  In  the  event  of  any  termina¬ 
tion  pursuant  to  paragraph  (a)  hereof,  such 
amoufit  or  amounts  shall  not  include  any  al¬ 
lowance  for  profit  or  fee.  In  the  event  of 
any  termination  pursuant  to  paragraph  (b) 
hereof,  such  amount  or  amounts  may  include 
a  reasonable  allowance  for  profit  or  fee,  but 
only  on  work  actually  done  in  connection 
with  the  terminated 1  portion  of  this  order. 
Any  such  amount  shall  not  exceed  the 
amount  set  forth  in  the  clause  hereof  en¬ 
titled  “Authority  to  Obligate  Funds.”  Any 
such  agreement  shall  be  embodied  in  an 
amendment  to  this  order  and  the  Contractor 
shall  be  paid  the  agreed  amount. 

(f)  If  the  Contractor  and  the  Contracting 
Officer  are  not  able  to  agree  in  whole  or  in 
part,  as  provided  in  paragraph  (e)  hereof, 
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M  to  tbe  amount  or  amounts  to  be  paid  to 
the  Contractor  in  connection  with  the  term- 
i  ation  of  work  pursuant  to  this  clause,  the 
Government,  without  duplication  of  any 
amounts  agreed  upon  in  accordance  with 
the  above-cited  paragraph  (e),  shall,  pay 
to  tbe  Contractor  an  amount  determined 
m  accordance  with  the  applicable  cost 
principles  of  the  Armed  Services  Procure¬ 
ment  Regulation.  In  the  event  of  the  term¬ 
ination  of  this  order  pursuant  to  paragraph 
<a)  hereof,  no  allowance  for  fee  or  profit 
shall  be  included  in  the  amount  to  be  paid 
the  Contractor. 

(g)  The  Contractor  shall  have  the  right 
of  appeal,  under  the  clause  entitled  “Dis¬ 
putes”  incorporated  in  this  order  by  refer¬ 
ence  from  any  determination  made  by  the 
Contracting  Officer  under  paragraph  (d) 
or  (f)  above  (including  any  dispute  as  to 
whether  termination  has  in  fact  taken  place 
pursuant  to  par.  (a)  hereof),  except  that 
U  the  Contractor  has  failed  to  submit  a  claim 
within  the  time  provided  in  paragraph  (d) 
hereof  and  has  failed  to  request  extension 
of  such  time,  the  Contractor  shall  have.no 
Buch  right  of  appeal.  If  any  case  where  the 
Contracting  Officer  has  made  a  determina¬ 
tion  of  the  amount  due  under  paragraph 
(d)  or  (f)  above,  the  Government  shall  pay 
to  the  Contractor  the  following:  (i)  if  there 
is  no  right  of  appeal  hereunder  or  if  no 
timely  appeal  has  been  taken,  the  amount 
so  determined  by  the  Contracting  Officer, 
or  (ii)  if  an  appeal  has  been  taken,  the 
amount  finally  determined  on  such  appeal. 

(h)  In  arriving  at  the  amount  due  to  the 
Contractor  under  this  clause,  there  shall  be 
deducted  (1)  all  unliquidated  advance  or 
other  unliquidated  payments  theretofore 
made  to  the  Contractor,  (2)  any  claim  which 
the  Government  may  have  against  the  Con¬ 
tractor  in  connection  with  this  contract, 
and  (3)  the  agreed  price  for,  or  the  proceeds 
of  sale  of,  any  materials,  supplies,  or  other 
things  acquired  by  the  Contractor  or  sold 
pursuant  to  the  provisions  of  this  clause 
and  not  otherwise  recovered  by  or  credited 
to  the  Government. 

(i)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments  and 
payments  on  account  against  costs  incurred 
by  the  Contractor  in  connection  with  the 
terminated  portion  of  the  contract  when¬ 
ever  in  the  opinion  of  the  Contracting  Officer 
the  aggregate  of  such  payments  shall  be 
within  the  amount  to  which  the  Contractor 
will  be  entitled  hereunder.  If  the  total  of 
such  payments  is  in  excess  of  the  amount 
finally  agreed  or  determined  to  be  due  under 
this  clause,  such  excess  shall  be  payable  by 
the  Contractor  to  the  Government  upon  de¬ 
mand  together  with  interest  computed  at  the 
rate  of  6  percent  per  annum,  for  the  period 
from  the  date  such  excess  payment  is  re¬ 
ceived  by  the  Contractor  to  the  date  on 
which  such  excess  is  repaid  to  the  Govern¬ 
ment:  Provided,  however,  That  no  interest 
shall  be  charged  with  respect  to  any  such 
excess  payment  attributable  to  a  reduction 
in  the  Contractor’s  claim  by  reason  of  re¬ 
tention  or  other  disposition  of  termination 
inventory  until  10  days  after  the  date  of  such 
retention  or  disposition. 

(J)  Unless  otherwise  provided  in  this  con¬ 
tract  or  by  applicable  statute,  the  Contrac¬ 
tor,  from  the  effective  date  of  termination 
and  for  a  period  of  6  years  after  final  settle¬ 
ment  under  this  order,  shall  preserve  and 
make  available  to  the  Government,  at  all 
reasonable  times  at  the  office  of  the  Con¬ 
tractor  without  direct  charge  to  the  Gov¬ 
ernment,  all  books,  records,  documents,  and 


other  evidence  bearing  on  the  cost  and  ex¬ 
penses  under  this  order  and  relating  to  the 
work  terminated,  or,  to  the  extent  approved 
by  the  Contracting  Officer,  photographs, 
microphotographs,  or  other  authentic  re¬ 
productions  thereof. 


§  1007.2504-7  Quality  control  specifi¬ 
cation.  Insert  the  clause  set  forth  in 
§  1007.4003. 

§  1007.2504-8  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4042. 

§  1007.2504-9  Provisions  for  execu¬ 
tion. 

The  Contractor’s  acceptance  of  this  order 
will  be  indicated  by  affixing  its  signature  to 
three  copies  thereof  and  returning  the  exe¬ 
cuted  copies  of  the  Contracting  Officer  not 

later  than  _ _  Such  acceptance 

will  constitute  this  order  a  contract  on  the 
terms  set  forth  herein. 

§  1007.2505  Required  clauses  for  cost- 
reimbursement  letter  contracts.  The 
following  clauses  will  be  inserted  in  all 
letter  contracts  contemplating  a  cost- 
reimbursement  definitive  contract. 
Clauses  will  be  consecutively  numbered. 
Any  clause  listed  under  §  1007.2505-3 
which  is  inapplicable  to  a  specific  con¬ 
tract  may  be  deleted  from  that  contract. 
Additional  clauses,  applicable  to  a  spe¬ 
cific  contract  (such  as  added  patent 
clauses),  may  be  incorporated  by  ref¬ 
erence  in  Exhibit  “A’*  to  the  contract. 

§  1007.2505-1  Introductory  para¬ 
graph.  Insert  the  clause  set  forth  in 
§  1007.2504-1. 

§  1007.2505-2  Direction  t  o  proceed. 
Insert  the  clause  set  forth  in 
§  1007.2504-2. 

§  1007.2505-3  Contract  clauses  incor¬ 
porated  by  reference,  (a)  The  provisions 
of  the  contract  clauses  set  forth  in  the 
following  sections  of  the  Armed  Services 
Procurement  Regulation  (Subchapter  A, 
Chapter  I,  of  this  title)  in  effect  on  the 
date  hereof,  and  the  additional  clauses 
which  are  made  a  part  of  this  letter  con¬ 
tract  in  Exhibit  “A”  are  hereby  incor¬ 
porated  into  this  letter  contract  by  refer¬ 
ence,  with  the  same  force  and  effect  as 
though  herein  set  forth  in  full: 

§§  7.103-1  (Definitions) ;  7.203-2  (Changes) : 
7.203-5  (Inspection  of  Supplies  and  Correc¬ 
tion  of  Defects);  7.103-8  (Assignment  of 
Claims);  7.103-13  (Renegotiation);  7.203-7 
(Records);  7.203-8  (Subcontracts);  7.104-14 
(Utilization  of  Small  Business  Concerns); 
7.103-12  (Disputes);  7.103-14  (Buy  American 
Act);  12.203  (Convict  Labor);  12.303-1 
(Eight-Hour  Law  of  1912);  12.604  (Walsh- 
Healey  Public  Contracts  Act);  12.802  (Non¬ 
discrimination  in  Employment) ;  7.103-19 

(Officials  Not  To  Benefit);  7.103-20  (Cove¬ 
nant  Against  Contingent  Fees) ;  13.503  (Gov¬ 
ernment  Property);  7.203-22  (Insurance  Lia¬ 
bility  to  Third  Persons) ;  7.104-12  as  modified 
by  7.204-12  (Military  Security  Require¬ 
ments);  7.104-16  (Gratuities);  7.104-18 
(Priorities,  Allocations  and  Allotments); 
9.104  (Notice  and  Assistance  Regarding  Pat¬ 
ent  Infringement);  9.106  (Filing  of  Patent 
Applications);  9.11Q  (Reporting  of  Royal¬ 
ties);  9.102-1  (Authorization  and  Consent); 
9.107-1  (Patent  Rights);  9.202  (Copyright); 
and  9.112  (Reproduction  and  Use  of  Techni¬ 
cal  Data)  of  this  title. 

(b)  Reference  in  any  of  the  clauses 
enumerated  in  paragraph  (a)  of  this 
section  to  contract  costs  or  adjustments 
in  fixed  fee,  if  any,  and  delivery  sched¬ 
ules  to  the  extent  such  are  not  specifi¬ 
cally  included  in  this  Letter  Contract, 
shall  be  inapplicable,  except  that  any 
adjustments  in  amounts  finally  payable 
to  the  Contractor,  or  in  time  of  perform¬ 
ance  required  by  such  clauses,  shall  be 
made  either  at  the  time  of  settlement  of 


Contractor’s  termination  claims  or  shall 
be  taken  into  account  at  the  time  of  ex¬ 
ecution  of  the  definitive  contract  con¬ 
templated  herein. 

§  1007.2505-4  Provision  for  definitiz <« 
ing  contract. 

By  the  Contractor’s  acceptance  hereof.  It 
undertakes,  without  delay,  to  enter  nego¬ 
tiations  with  the  Department  of  the  Air 
Force  looking  to  the  execution  of  a  defini¬ 
tive  contract  which  wiU  include  the  clauses 
enumerated  above  and  all  other  applicable 
clauses  then  required  by  Federal  law.  Ex¬ 
ecutive  order,  and  applicable  procurement 
regulations  to  be  included  in  contracts  for 
supplies  or  services  of  the  kind  herein  de¬ 
scribed.  The  definitive  contract  will  also 
contain  a  detailed  delivery  schedule,,  esti¬ 
mated  cost,  fixed  fee,  if  any,  terms  and  con¬ 
ditions  as  agreed  to  by  the  parties  which 
may  or  may  not  be  at  variance  with  the  pro¬ 
visions  of  this  order.  It  is  expected  that 
such  definitive  contract  will  be  executed 

prior  to - -  and  will  be  a 

cost-reimbursement-type  contract. 

§  1007.2505-5  Authority  to  obligate 
funds.  Insert  the  clause  set  forth  in 
§  1007.2504-7. 

§  1007.2505-6  Termination.  Insert 
the  clause  set  forth  in  §  1007.2504-6. 

§  1007.2505-7  Quality  control.  Insert 
the  clause  set  forth  in  §  1007.4013. 

§  1007.2505-8  Provision  for  execution. 

The  Contractor’s  acceptance  of  this  order 
will  be  Indicated  by  affixing  its  signature  to 
three  copies  thereof  and  returning  the  exe¬ 
cuted  copies  to  the  contracting  officer  not 
later  than _ ; _ _  Such  ac¬ 

ceptance  will  constitute  this  order  a  con¬ 
tract  on  the  terms  set  forth  herein. 

§  1007.2506  Required  clauses  for  fa¬ 
cilities  letter  contracts.  The  following 
clauses  will  be  inserted  in  all  letter  con¬ 
tracts  contemplating  a  definitive  facili¬ 
ties  contraot.  Clauses  will  be  consecu¬ 
tively  numbered.  Any  clause  listed 
under  §  1007.2506-3  which  is  inapplicable 
tb  a  specific  contract  may  be  deleted  from 
that  contract.  Additional  clauses,  appli¬ 
cable.  to  a  specific  contract  (such  as 
added  patent  clauses),  may  be  incorpo¬ 
rated  by  reference  in  Exhibit  “A”,  to  the 
contract. 

§  1007.2506-1  Introductory  par  a- 
graph. 

It  is  expected  that  the  Government  will 
enter  into  a  contract  with  the  Contractor 
whereunder  it  will  be  furnished  certain  Gov¬ 
ernment-owned  machinery  and  equipment 

for  use  in  the  production  of _ 

in  its  plant  at _ in  accordance 

with  scheduled  Air  Force  requirements  and 
will  be  authorized  to  perform  items  of  work 
as  set  forth  in  Exhibit  “A,”  attached. 

§  1007.2506-2  Direction  to  proceed. 

In  anticipation  of  such  contract  the  con¬ 
tractor  is  hereby  authorized  and  directed,  ex¬ 
cept  as  otherwise  expressly  provided  herein 
to  the  contrary,  (i)  to  accept  such  Govern¬ 
ment-owned  machinery  and  equipment,  and 
(ii)  to  perform  the  items  of  work  specified  in 
Exhibit  “A,”  attached,  subject  to  any  prior 
written  approvals  required  thereby.  Nor¬ 
mally,  no  item  shall  be  authorized  for 
manufacture  or  acquisition  hereunder  until 
it  has  been  determined  that  a  suitable  like 
item  cannot  be  furnished  by  the  Government 
(Department  of  the  Air  Force)  out  of  its 
Industrial  Reserve;  however,  such  require¬ 
ment  can  be  waived  solely  at  the  discretion 
of  the  Contracting  Officer. 
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§  1007.2506-3  Contract  clauses  incor¬ 
porated  by  reference.  The  provisions  of 
the  contract  clauses  set  forth  in  the  fol¬ 
lowing  sections  of  the  Armed  Services 
Procurement  Regulation  (Subchapter  A, 
Chapter  I,  of  this  title)  and  the  Air 
Force  Procurement  Instruction  (this 
subchapter)  in  effect  on  the  date  hereof, 
and  the  additional  clauses  which  are 
made  a  part  of  this  letter  contract  in 
Exhibit  “A”  are  hereby  incorporated 
into  this  letter  contract  by  reference 
with  the  same  force  and  effect  as  though 
herein  set  forth  in  full: 

.  (a)  ASPR  sections:  7.103-1  (Defini¬ 
tions)  ;  7.103-8  (Assignment  of  Claims) ; 
7.203-7  (Records) ;  7.103-13  (Renegotia¬ 
tion)  ;  7.104-14  (Utilization  of  Small 
Business  Concerns) ;  7.103-12  (Dis¬ 

putes)  ;  7.103-14  (Buy  American  Act) ; 
7.104-18  (Priorities,  Allocations  and  Al¬ 
lotments)  ;  12.203  (Convict  Labor) ; 

12.303-1  (Eight-Hour  Law  of  1912) ; 
12.604  (Walsh-Healey  Public  Contracts 
Act) ;  12.802  (Nondiscrimination  in  Em¬ 
ployment)  ;  7.103-19  (Officials  Not  To 
Benefit) ;  7.103-20  (Covenant  Against 
Contingent  Fees) ;  7.104-16  (Gratuities) ; 
9.104  (Notice  and  Assistance  Regarding 
Patent  Infringement) ;  9.110  (Reporting 
of  Royalties) ;  9.102-1  (Authorization 
and  Consent) ;  and  7.105-3  (Notice  to 
the  Government  of  Labor  Disputes)  of 
this  title. 

(b)  AFPI  sections:  1007.2703-3  (Fac¬ 
tual  Appendices) ;  1007.2703-4  (Reports 
To  Be  Furnished  by  the  Contractor) ; 

1007.2703- 7  (Taxes  and  Utilities) ;  (In¬ 

spection  and  Access) ;  (Cancellation  of 
Subcontracts) ;  1007.2703-25  (Title) ; 

1007.2703- 26  (Possession);  1007.2703-27 
(Liability  for  Government-Owned  Prop¬ 
erty);  1007.2703-28  (Maintenance); 

1007.2703- 29  (Right  of  Diversion); 

1007.2703- 30  (Responsibility  for  Dam¬ 
ages)  ;  1007.2703-31  (Reservation  of 

Rights) ;  1007.2704-1  (Labor  Standards 
in  Construction  Contracts);  anc^ 

1007.2704- 6  (Government  Bills  of  Lad¬ 
ing). 

§  1007.2506-4  Provision  for  definitiz - 
ing  contract. 

By  acceptance  hereof  the  Contractor  un¬ 
dertakes,  without  delay,  to  enter  into  nego¬ 
tiations  with  the  United  States  Air  Force 
looking  to  the  execution  of  a  definitive  con¬ 
tract  which  will  Include  the  clauses  enumer¬ 
ated  above  and  all  other  applicable  clauses 
then  required  by  Federal  law,  Executive  or¬ 
der,  and  applicable  procurement  regulations. 
The  definitive  contract  will  also  contain 
terms  and  conditions  as  agreed  to  by  the 
parties  which  may  or  may  not  be  at  variance 
with  the  provisions  of  this  letter  contract. 
It  is  expected  that  such  definitive  contract 
will  be  executed  prior  to _ _ _ _ 

§  1007.2506-5  Authority  to  obligate 
funds. 

The  Contractor  is  not  authorized  to  expend 
or  to  obligate  the  Government  in  further¬ 
ance  of  its  performance  hereunder  more 
than  $ - - in  the  aggregate. 

§  1007.2506-6  Use  charge. 

It  is  anticipated  that  the  definitive  con¬ 
tract  contemplated  hereby  wiU  provide  that 
the  Contractor  will  pay  a  use  charge  for  any 
use  of  the  facilities  provided  hereunder  for 
which  legal  consideration  is  not  obtained  by 
the  Government  through  applicable  Govern¬ 
ment  prime  contracts. 


RULES  AND  REGULATIONS 

S 

5  1007.2506-7  Date  for  completion  of 
work. 

It  is  agreed  that  the  Contractor  will  use  its 
best  efforts  to  have  the  work  or  facilities  pro¬ 
vided  hereunder  completed,  installed  or 
otherwise  prepared  for  use  on  or  before 


|  1007.2506-8  Termination. 

Termination 

(a)  In  case  the  definitive  contract  is  not 
executed  by  the  date  specified  in  the  para¬ 
graph  hereof  entitled  “Provisions  for  Defi- 
nitizing  Contract”  because  of  the  inability 
of  the  parties  to  agree  upon  a  definitive  con¬ 
tract,  this  letter  contract,  may  be  terminated 
in  its  entirety  by  either  party  by  delivering 
to  the  other  party  a  notice  in  writing  specify¬ 
ing  the  effective  date  of  termination,  which 
date  shall  not  be  earlier  than  30  days  after 
receipt  of  such  notice.  Termination  ai  the 
option  of  the  Contractor  shall  not  relieve  the 
Contractor  of  any  of  its  obligations  or  lia¬ 
bilities  under  any  other  Government  con¬ 
tract. 

(b)  The  Government  may  at  any  time  ter¬ 
minate  this  letter  contract  in  whole  or  in 
part  for  its  convenience  by  giving  the  Con¬ 
tractor  a  written  notice  of  such  termination. 

(c)  The  Contractor  will  promptly  termi¬ 
nate  work  hereunder  and  any  orders  placed 
hereunder  for  facilities  as  may  be  directed  Or 
required  by  any  termination  hereunder. 

(d)  Upon  termination,  the  Government 
will  reimburse  the  Contractor  in  an  amount* 
or  amounts  to  be  agreed  upon  between  the 
parties  by  negotiation,  for  the  unreimbursed 
costs  incurred  or  obligated  in  the  perform¬ 
ance  of  this  letter  contract  or  that  portion 
hereof  so  terminated.  The  total  reimburse¬ 
ments  to  be  made  under  this  paragraph  (d) 
including  any  payments  previously  made 
hereunder  shall  not  exceed  the  amount  or 
amounts  specified  in  the  clause  entitled  “Au¬ 
thority  To  Obligate  Funds”  hereof.  In  the 
event  of  the  failure  of  the  parties  to  agree  as 
to  such  amount  or  amounts,  the  Contracting 
Officer  shall  determine  the  amount  or 
amounts  of  such  cost  under  the  “Disputes 
Clause”  of  this  contract. 

(e)  It  is  agreed  that  upon  any  termination 
(either  in  whole  or  in  part)  becoming  effec¬ 
tive,  the  Contractor  will  dispose  of  the  facili¬ 
ties  subject  to  such  termination  as  the 
Contracting  Officer  may  direct,  and  the 
Contractor  will  be  reimbursed  for  co£ts 
incurred  with  the  approval  of  the  Contract¬ 
ing  Officer  in  connection  with  such  disposal. 

§  1007.2506-9  Provision  for  execution. 

The  Contractor’s  acceptance  of  this  con¬ 
tract  will  be  indicated  by  affixing  its  signa¬ 
ture  to  four  copies  of  this  letter  and  return¬ 
ing  three  of  the  executed  copies  forthwith  to 
Headquarters,  Air  Material  Command,  At¬ 
tention  :  Industrial  Resources  Division.  Such 
acceptance  will  constitute  this  letter  a  con¬ 
tract  on  the  terms  set  forth  herein. 

SUBPART  Z— CLAUSES  FOR  OPEN  CONTRACTS 
FOR  EQUIPMENT 

§  1007.2603  *  Required  Clauses.  The 
following  clauses  will  be  inserted  in  all 
open  contracts  for  equipment. 

§  1007.2603-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.2603-2  Changes.  Insert  the 
clause  set  forth  in  §  7.103-2  of  this  title. 

§  1007.2603-3  Extras.  Insert  the 
clause  set  forth  in  §  7.103-3  of  this  title. 

§  1007.2603-4  Inspection.  Insert  the 
clause  set  forth  in  §  7.103-5  of  this  title. 

§  1007.2603-5  Responsibility  for  sup¬ 
plies.  Insert  the  clause  set  forth  in 
§  7.103-6  of  this  title. 


/m 

§  1007.2603-6  Assignment  of  claims 
Insert  the  clause  set  forth  in  §  7.103-* 
of  this  title,  but  see  §  1007.103-8. 

§  1007.2603-7  Additional  bond  secure 
ity.  Insert  the  clause  set  forth  in  §  7.103I 
9  of  this  title. 

§  1007.2603-8  Federal,  State,  and  lo¬ 
cal  taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.2603-9  Default.  Insert  the 
clause  set  forth  in  §  7.103—11  of  this 
title. 

§  1007.2603-10  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2603-11  Notice  and  assistance 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this 
title.  * 

§  1007.2603-12  Buy  American  Act. 
Insert  the  clause  set  forth  in  §  7.103-14 
of  this  title. 

§  1007.2603-13  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title.  1 

§  1007.2603-14  Eight-hour  law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303-1  of  this  title. 

§  1007.2603-15  Walsh-Healey  Public 
Contracts  Act.  Insert  the  clause  set 
forth  in  §  12.604  of  this  title. 

§  1007.2603-16  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§  1007.2603-17  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title.  * 

§  1007.2603-18  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2603-19  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  8.701  of  this  title. 

§  1007.2603-20  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.2603-21  Examination  of  rec¬ 
ords.  Insert  the  clause  set  forth  in 
§  7.104-15  of  this  title,  and  add  thereto 
the  paragraph  (c)  set  forth  in  §  1007.- 
104-15  of  this  title. 

§  1007.2603-22  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2603-23  Authorization  and 
consent.  Insert  the  clause  set  forth  in 
§  9.102-1  of  this  title. 

§  1007.2603-24  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4030  (a), 

§  1007.2603-25  Inspection  and  audit. 
Insert  the  clause  set  forth  in  §  1007.4023. 

§  1007.2603-27  Delay  in  delivery  of 
data.  Insert  the  clause  set  forth  in 
§  1007.4036. 

§  1007.2603-28  Superseding  specifica¬ 
tions.  Insert  the  clause  set  forth  in 
§  1007.4024. 

§  1007.2603-29  Quality  control  speci¬ 
fications.  Insert  the  clause  set  forth  in 
§  1007.4013. 


Saturday ,  March  1,  1958 


&5J>, : 
fc-gaSti  : 

0.0  §  E  jj 
ahCftQ 


3  £  3  o 

4)  40  a 

3  bT3  « 
to  O  j3  t, 
to  <M  g  a> 
■'■'  +a  40  ,£3 

w  to  a  to 
.Q  a 
a  to  +5 

+J 

■2  CS  4)  b 
■  «rt  e*  5 

”2^4. 
40  5  xj  & 
to  t3  +o 

a  sj  Sv. 

g  « 

£40  •  g 

o  §  §  a 

p  2  P  S 

ti  o  3  M 

ft  O  TJ  153 
>  “£  A 
«J5 

f5  40  tc  40 
t.  4)  ”2 

o  4>  JC  5 
p  5  ,Q 


^CSjjp 
3  -ft  w 
$528* 
a|  n.  h  c 

ft-2 

<4  £  -a  g 
w  c  «}  2 
a  *  3  5  ta 
g  is  M  a 

3^“.2b. 

«  -  3  J3  a 

Hi  5  ^  ^  ,H 

S  So  S 

slt*2s 

o  H  ft  g  2 

2fi«ss; 

<  »  age  5 


S'' 

o  S3  -2 
203 
o  «  w 
3  0)  H 

'S  x:  .5 

O+o 

a  O  wp 

»+o  •«  CtJ 

«■£  S 

©.  o  .2  *M 

^5  O  m 
3  C 

a  es-o-r 

Co  a>  o  j> 

x>  o 

_  Pm  ^ 

05  — '  O 

CO  CS  tyw. 

S  “  C  .C 
§  £  |  +0 

n  a>  8  >. 

o  ^  tS 

^  .-si 


No.  43— 5fi 


g  3  S  £ 

£  co  "  w 

5  4-5 

?  so^ 

3  oH  § 

+  ^23 

2  3  5  § 

M  *  O  5 

g  £  ^  2 

g  -  g  ft 

S  40  +>  a 
a  o  > 

c  0}  QJ  >H 

“Bio 

g&o  g. 

6  S"  s 

3  8  6  | 
W  t~*  ^ 

•  o  &*  *M 

a  &  o 


1388 


RULES  AND  REGULATIONS 


§  1007.2603-44  Governmen  t- fur¬ 
nished  property.  Insert  the  clause  set 
forth  in  §  13.502  of  this  title. 

§  1007.2604  Clauses  to  be  used  when 
applicable. 

§  1007.2604-1  Utilization  of  small 
business  concerns.  According  to  the  re¬ 
quirements  of  §  7.104-14  of  this  title, 
insert  the  clause  set  forth  in  that  section. 

§  1007.2604-3  Military  security  re¬ 
quirements.  According  to  the  require¬ 
ments  of  §  7.104-12  of  this  title,  insert 
the  clause  set  forth  in  that  section. 

-  §  1007.2604-4  Determination  of  prices. 
If  the  contract  contains  a  price  rede¬ 
termination  clause,  insert  the  following 
as  an  appropriate  lettered  paragraph 
thereof:  “The  prices  set  forth  in  Ex¬ 
hibits  and  SPCR’s  hereunder  shall  be 
subject  to  this  clause.” 

§  1007.2604-5  Discounts.  According 
to  the  requirements  of  §  1007.4034,  in¬ 
sert  the  clause  set  forth  in  that 
paragraph. 

§  1007.2604-6  Reporting  of  royalties. 
According  to  the  requirements  of  §  9.110 
of  this  title,  insert  the  clauses  set  forth 
therein,  but  see  §9.110-2  of  this  title. 

§  1007.2604-7  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of 
this  title. 

§  1007.2604-8  Copyrights.  According 
to  the  requirements  of  Subpart  B,  Part  9, 
of  this  title  and  Subpart  B,  Part  1009,  of 
this  chapter,  insert  the  clause  set 
forth  in  §  9.202  of  this  title. 

§  1007.2634-9  Reproduction  and  use 
of  technical  data.  If  the  contractor  is 
required  to  furnish  technical  data  under 
the  contract  such  as  reports,  drawings, 
blueprints,  or  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

§  1007.2604-10  Priorities,  allocations, 
and  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title,  in¬ 
sert  the  clause  set  forth  in  §  7.104-18  of 
this  title. 

§  1007.2605  Additional  clauses. 

§  1007.2605-1  Furnishing  of  materials 
and  supplies  by  the  Government  at  its 
option.  According  to  the  provisions  of 
§  1007.4009,  the  clause  set  forth  in  that 
section  may  be  inserted. 

§  1007.2605-2  Additional  inspection 
requirements.  According  to  the  provi¬ 
sions  of  §  1007.4015,  the  clause  set  forth 
in  that  section  may  be  inserted. 

§  1007.2605-3  Certificate  of  accept¬ 
ance.  According  to  the  provisions  of 
§  1007.4014,  the  clause  set  forth  in  that 
section  may  be  inserted. 

§  1007.2605-4  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  According  to 
the  provisions  of  §  7.105-3  of  this  title, 
the  clause  set  forth  in  that  section  may 
be  inserted. 

§  1007.2605-5  Patent  indemnity.  Ac¬ 
cording  to  the  provisions  of  §  9.103-3  of 
this  title,  the  clause  set  forth  in  §  9.103- 
1  of  this  title  may  be  inserted. 


§  1007.2605-6  General.  Any  other 
clauses  authorized  by  Chapter  I,  of  this 
title  or  this  chapter  not  inconsistent  with 
the  clauses  required  in  this  subpart,  ac¬ 
cording  to  instructions  for  use,  may  be 
inserted  when  necessary  or  desirable  to 
cover  the  subject  matter  contained  in 
such  clauses. 

§  1007.2606  Schedule.  Open  contracts, 
to  be  completed,  must  also  contain  a  de¬ 
scription  of  the  articles  and  supplies  to 
be  furnished,  the  manner  of  establish¬ 
ing  firm  requirements  procedures  for 
effecting  changes  in  requirements,  and 
methods  of  pricing.  Since  these  ele¬ 
ments  will  vary  from  contract  to  con¬ 
tract,  the  establishment  of  standard 
clauses  is  not  practicable.  It  is  the  re¬ 
sponsibility  of  the  Contracting  Officer  to 
negotiate  with  the  Contractor  special 
contract  provisions  which  will  accurately 
describe  the  procedures  to  be  followed 
and  which  will  adequately  protect  the 
interests  of  the  Government.  Set  forth 
in  §§  1007.2606-1  to  1007.2606-3  are  pro¬ 
visions  which  may  be  used.  Any  varia¬ 
tion  from,  or  addition  to,  these  provi¬ 
sions  will  be  the  responsibility  of  the 
Contracting  Officer,  and,  in  addition,  will 
have  the  concurrence  of  the  office  which 
will  administer  the  contract. 

§  1007.2606-1  Articles  and  supplies  to 
be  furnished.  Set  forth  in  this  section  is 
a  sample  clause  establishing  the  scope  of 
the  contract  and  the  procedures  for  fix¬ 
ing  firm  requirements.  A  similar  provi¬ 
sion  covering,  to  the  extent  applicable, 
the  subject  matter  below  should  be  in¬ 
cluded  in  each  contract. 

Articles  and  Supplies  To  Be  Furnished 

(a)  The  Contractor  shall  furnish  to  the 
Government  such  spare  parts,  modification 
kits,  components,  and  data  for  equipment  of 
types  which  are  being  or  may  hereafter  be 
manufactured  by  the  Contractor  as  the  Gov¬ 
ernment  may  call  for  hereunder.  Quantities 
of  the  supplies  to  be  furnished  shall  be  de¬ 
termined  as  hereinafter  provided. 

(b)  From  time  to  time  the  Government 
will  furnish  to  the  Contractor,  through  the 
Administrative  Contracting  Officer  assigned 
to  this  contract  (hereinafter  referred  to  as 
the  “ACO"),  Production  Lists  numbered 
serially,  suffixed  by  depot  designation,  set¬ 
ting  forth  the  items  which  the  Government 
desires  to  procure,  together  with  the  desired 
delivery  schedule  and  preservation,  pack¬ 
aging,  packing,  and  marking  requirements 
therefor.  Each  such  Production  List  shall 
set  forth  therein  the  estimated  dollar 
amount  thereof  and  the  allotments  to  be 
charged.  Supplies  of  a  critical  nature  in 
Production  Lists  shall  be  earmarked  with 
an  asterisk  preceding  the  part  number  and 
the  Contractor  agrees  to  achieve  earliest 
possible  delivery  of  such  items.  The  Con¬ 
tractor  will  promptly  delete  from  said  list 
any  items  rendered  obsolete  by  design 
changes  and  insert  in  lieu  thereof  super¬ 
seding  and  interchangeable  items,  if  any,  in 
the  same  or  lesser  quantities,  as  appropriate. 
After  these  deletions  and  insertion,  the  list 
will  be  an  Approved  Production  List.  The 
Contractor  will  immediately  transmit  six 
copies  of  the  Approved  Production  List,  to¬ 
gether  with  any  pertinent  information  con¬ 
cerning  the  superseded  items  and  any  super¬ 
seding  noninterchangeable  items,  through 
the  ACO,  to  the  initiating  Contracting  Offi¬ 
cer,  so  that  superseding  part  numbers  can 
be  procured  on  subsequent  Production  Lists. 
The  Contractor  will  be  obligated,  subject  to 
the  fund  limitation  set  forth  in  such  list, 
to  furnish  the  items  in  the  quantities  listed 


therein,  and  subject  to  its  rights  elsewhere 
specified  in  this  contract,  the  Government 
will  be  obligated  to  take  delivery  of  the  item* 
so  furnished  on  an  Approved  Production 
List.  Where  Approved  Production  Lists  do 
not  contain  a  quantitative  delivery  sched. 
ule,  the  Contractor  shall  forward  direct  to 
the  initiating  Contracting  Officer,  an  interim 
schedule  indicating  the  estimated  date  of 
delivery  of  critical  supplies.  The  Contractor 
is  hereby  authorized  to  make  delivery  in  ad¬ 
vance  of  the  schedule  appearing  on  any  Apl 
proved  Production  List  under  this  contract* 

(c)  The  Contractor  shall,  if  it  cannot  meet 
the  desired  delivery  schedule,  set  forth  its 
best  delivery  schedule  for  the  items  Involved 
on  two  copies  of  the  Approved  Production 
List  and  submit  them  directly  to  the  ACO 
The  delivery  schedule  set  forth  in  an  Ap¬ 
proved  Production  List  shall  be  subject  to 
revision  by  negotiation  between  the  ACO  and 
the  Contractor. 

(d)  If  it  appears  to  the  Contractor  at  any 
time  that  the  total  price  of  the  total  quan¬ 
tity  of  items  covered  by  an  Approved  Pro- 
ducion  List  is  likely  to  exceed  the  funds  then 
allotted  therefor,  the  Contractor  shall  no¬ 
tify  the  initiating  Contracting  Officer 
through  the  ACO  of  the  amount  of  such 
excess.  Within  thirty  (30)  days  after  receipt 
of  such  notice,  the  Government  will  either 
notify  the  Contractor  it  has  taken  action  to 
increase  the  funds  allotted,  or  will  notify  the 
Contractor  of  the  items  or  quantities  to  be 
deleted  from  such  Approved  Production  List 
in  order  to  bring  it  within  the  dollar  amount 
thereof.  If  the  Government  fails  to  act 
within  said  thirty-day  period,  the  ContraC-  * 
tor  shall  submit  to  the  initiating  Contract¬ 
ing  Officer  through  the  ACO  a  recommenda¬ 
tion  of  the  parts  to  be  deleted  to  bring  the 
Approved  Production  List  within  said  dollar 
amount  and  the  initiating  Contracting  Offi¬ 
cer  shall  approve  or  disapprove  such  recom¬ 
mendation  within  ten  (10)  days  after  re¬ 
ceipt  thereof.  If  the  initiating  Contracting 
Officer  fails  to  act  within  said  ten  (10)  day 
period  the  recommendation  of  the  Contrac¬ 
tor  shall  be  deemed  to  have  been  approved 
and  the  Production  Lists  shall  be  modified 
accordingly.  If  the  Government  deletes 
items  or  quantities  from  an  Approved  Pro¬ 
duction  List,  such  action  shall  be  considered 
a  partial  termination  under  the  clause  hereof 
entitled  Termination  for  Convenience  of  the 
Government. 

§  1007.2606-2  Design  changes.  Set 
forth  in  this  section  is  a  sample  clause 
describing  the  effect  on  this  type  of  con¬ 
tract  of  changes  made  under  related  con¬ 
tracts.  A  similar  provision  covering,  to 
the  extent  applicable,  the  subject  matter 
in  this  section  should  be  included  in  each 
contract. 

Design  Changes 

(a)  As  used  in  this  clause: 

(i)  “Government-approved  production  de¬ 
sign  change’’  or  “changes  in  design”  shall 
be  deemed  to  include  without  limitation  all 
engineering  changes,  improvements  or  sub¬ 
stitutions  as  may  be  approved  or  coordinated 
by  the  Department  of  the  Army,  the  Navy  or 
the  Air  Force,  as  appropriate,  or  the  au¬ 
thorized  representative  thereof; 

(ii)  “Interchangeable”  shall  be  deemed  to 
relate  to  (A)  installational,  functional  or 
physical  interchangeability  of  complete  ar¬ 
ticles  or  subassemblies,  or  (B)  physical  or 
functional  interchangeability  of  the  detail 
parts  within  complete  articles  or  subassem¬ 
blies; 

(iii)  “Publication”  shall  mean  the  issuance 
by  the  Engineering  Department  of  the  Con¬ 
tractor  to  all  parties  concerned  (including 
the  Government)  of  specified  directions  to  be 
used  in  making  a  change  in  design  (called 
“Engineering  Change  Order  No.”); 

(iv)  “Analysis  of  Spare  Parts  Change" 
(hereinafter  referred  to  as  “ASPC”)  shall  be 
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dollar  amount  and  the  allotments  to  be 
charged.  « 

(b)  If  the  proposed  Priced  Exhibit  or 
Proposed  Priced  SPCR  is  approved  by  the 
ACO,  it  shall  be  a  numbered  exhibit  to  the 
contract.  If  the  ACO  and  the  Contractor 
fails  to  agree  on  Prices  in  the  Proposed 
Priced  Exhibit  or  Proposed  SPCR,  the  failure 
to  agree  shall  be  deemed  a  disagreement  as 
to  a  question  of  fact  which  shall  be  disposed 
of  in  accordance  with  the  clause  hereof  en¬ 
titled  “Disputes.”  The  ACO  shall  reduce  to 
writing  by  a  Proposed  Priced  Exhibit  or  Pro¬ 
posed  Priced  SPCR  his  decision,  containing 
prices  he  believes  fair  and  reasonable.  The 
prices  decided  by  the  ACO  shall  be  paid  upon 
all  deliveries,  pending  final  decision  of  the 
dispute. 

(c)  Upon  approval  of  any  Priced  Exhibit 
or  Priced  SPCR,  the  ACO  shall  deliver  a  copy 
thereof  to  the  Contractor  and  forward  one 
copy  thereof  bearing  his  written  approval  to 
the  Finance  Officer  designated  to  make  pay¬ 
ments  under  this  contract.  Upon  the  Gov¬ 
ernment’s  acceptance  of  delivery  of  any  of 
the  items  listed  on  any  Approved  Priced 
Exhibit  or  Approved  Priced  SPCR,  the  Con¬ 
tractor  shall  be  entitled  to  be  paid  therefor 
at  the  prices  shown  on  the  Approved  Priced 
Exhibit  or  Approved  Priced  SPCR. 

(d)  The  Contractor  shall  be  paid,  upon 
the  submission  of  properly  certified  invoices 
or  vouchers,  monthly  for  partial  deliveries 
accepted  by  the  Government,  or,  when  re¬ 
quested  by  the  Contractor,  payment  for  ac¬ 
cepted  partial  deliveries  shall  be  made  when¬ 
ever,  such  payment  would  equal  or  exceed 
either  $1,000  or  50%  of  the  total  amount  of 
this  contract. 

SUBPART  AA— CLAUSES  FOR  FACILITIES 
CONTRACTS 

i  §  1007.2703  Required  clauses.  The 
following  clauses  shall  be  inserted  in  all 
facilities  contracts: 

5  1007.2703-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.2703-2  Facilities  to  "be  provided. 
Insert  the  following  clause : 

Facilities  To  Be  Provided 

(a  lx  By  the  Contractor: 

(i)  The  Contractor  shall  with  due  expedi¬ 
tion  perform  the  items  of  work  set  forth  in 
the  Schedule,  subject  to  the  approval  require¬ 
ments  set  forth  therein. 

(ii)  The  approvals  required  for  the  fore¬ 
going  shall  be  requested  by  the  Contractor 
prior  to  performance;  but  the  Contracting 
Officer  may  a;t  his  discretion  grant  such  ap¬ 
provals  subsequent  to  performance  with  like 
effect  as  if  granted  prior  to  performance. 
Normally,  no  item  shall  be  approved  for  man¬ 
ufacture  or  acquisition  hereunder  until  it 
has  been  determined  that  a  suitable  like  item 
cannot  be  furnished  by  the  Government  (De¬ 
partment  of  the  Air  Force)  out  of  its  In¬ 
dustrial  Reserve;  however,  such  requirement 
can  be  waived  solely  at  the  discretion  of  the 
Contracting  Officer. 

(iii)  The  Government  reserves  the  right  to 
furnish  to  the  Contractor  f.  o.  b.  cars  or 
carrier’s  equipment  at  Contractor’s  plant  or 
at  the  point  nearest  thereto  that  rail  carrier 
service  is  available  any  or  all  of  the  facilities 
to  be  provided  by  the  Contractor  hereunder 
in  lieu  of  the  providing  thereof  by  the  Con¬ 
tractor. 

.  (b)  By  the  Government: 

(i)  The  Government  shall  furnish  to  the 
Contractor  the  existing  Government-owned 
facilities  set  forth  in  the  Schedule.  Such 
property  shall  becofne  subject  to  all  the  terms 
and  conditions  hereof  upon  receipt  thereof 
by  the  Contractor  unless  otherwise  provided 
in  the  Schedule. 

(ii)  Such  facilities  shall  be  provided  with¬ 
out  warranty  express  or  Implied  on  the  part 
of  the  Government  as  to  serviceability  or  fit¬ 


deemed  to  relate  to  all  parts,  subassemblies 
or  complete  articles  on  order  hereunder  af¬ 
fected  by  a  Government-approved  production 
design  change,  and  not  merely  to  “parts.” 

(b)  All  Government-approved  production 
design  changes  in  parts,  subassemblies  or 
completed  articles  furnished  or  to  be  fur¬ 
nished  by  the  Contractor  directly  or  in¬ 
directly  to  the  Department  of  the  Air  Force 
shall  be  deemed  to  affect  the  corresponding 
items  ordered  under  this  contract  wherever 
the  Contractor  determines : 

(i)  performance  or  durability  is  affected 
to  such  an  extent  that  superseded  parts,  sub¬ 
assemblies  or  complete  articles  must  be  dis¬ 
carded  in  service  for  reasons  of  safety  or 
unsatisfactory  functioning; 

(ii)  dimensions  of  parts,  subassemblies  or 
complete  articles  are  affected  to  such  an  ex¬ 
tent  that  the  superseded  or  superseding 
parts,  subassemblies  or  complete  articles  are 
not  directly  and  completely  interchangeable 
with  respect  to  installation  or  performance; 
or 

(iii)  superseded  parts  are  limited  to  use  in 
specified  articles  or  models  of  articles  and  the 
superseding  parts  are  not  so  limited. 

(c)  When  any  Government-approved  pro¬ 
duction  design  change  affects  items  ordered 
hereunder,  the  Contractor  shall  submit  one 
copy  of  each  new  or  changed  drawing  not 
previously  furnished  and  ten  copies  of  an 
ASPC  to  the  ACO  within  thirty  working  days 
from  the  date  of  publication  by  the  Contrac¬ 
tor  of  such  change.  The  ACO  shall  transmit 
these  drawings  and  ASPC’s  to  the  initiating 
Contracting  Officer.  ASPC’s  shall  be  num¬ 
bered  serially  and  suffixed  by  depot  designa¬ 
tion,  and  shall  conform  to  the  ASPC  format 
attached  hereto. 

(d)  An  ASPC  bearing  the  written  approval 
of  the  initiating  Contracting  Officer  and  hav¬ 
ing  set  forth  therein  the  estimated  dollar 
amount  and  the  allotments  to  be  charged 
shall  be  forwarded  to  the  Contractor  through 
the  ACO.  Thereupon  the  obligations  of  the 
parties  hereto  shall  be  the  same  as  set  forth 
in  the  clause  hereof  entitled  “Articles  and 
Supplies  to  be  Furnished”  with  respect  to 
Approved  Production  Lists. 

!  1007.2603-3  Procedure  for  pricing. 
Set  forth  in  this  section  is  'a  sample 
clause  describing  pricing  procedures  and 
method  of  payment.  A  similar  provi¬ 
sion  covering,  to  the  extent  applicable, 
the  subject  matter  in  this  section  should 
be  included  in  each  contract. 

Procedure  for  Pricing 

(a)  As  soon  as  possible  after  receipt  by  the 
Contractor  from  the  ACO  of  a  Production 
List  or  an  Approved  ASPC,  but  in  no  event 
more  than  sixty  (60)  days  after  such  receipt, 
the  Contractor  shall  prepare  and  submit  to 
the  ACO,  as  the  case  may  be,  (i)  a  Proposed 
Priced  Exhibit,  numbered  the  same  as  the 
Approved  Production  Lists  with  the  unit  and 
total  prices  and  the  delivery  schedule  cover¬ 
ing  the  items  shown  thereon,  or  (ii)  a  Pro¬ 
posed  Priced  Spare  Parts  Change  Request 
(hereinafter  referred  to  as  “SPCR”)  num¬ 
bered  the  same  as  the  Approved  ASPC  to 
which  it  pertains  and  consisting  of  the  com¬ 
plete  ASPC  with  the  unit  and  total  prices 
and  the  delivery  schedule  covering  the  items 
shown  thereon.  A  reproducible  original  and 
at  least  fifteen  (15)  copies  of  the  Proposed 
Priced  Exhibit  or  the  Proposed  Priced  SPCR, 
as  the  case  may  be,  will  be  prepared  and 


ness  for  use,  subject  to  the  right  of  the  Con¬ 
tractor  seasonably  to  inspect  and  reject  the 
same  for  good  and  sufficient  reason.  All  per¬ 
sonal  property  included  in  the  f acuities  pro¬ 
vided  pursuant  to  this  paragraph  (b)  not 
presently  located  at  the  location  specified  in 
the  Schedule,  will  be  delivered  to  the  Con¬ 
tractor  at  such  location  or  at  the  point  near¬ 
est  thereto  that  raU  carrier  service  is  avail¬ 
able,  as  soon  as  practicable  after  the  date  of 
approval  of  this  contract,  transportation 
charges  prepaid. 

§  1007.2703-3  Factual  appendices.  In-* 

sert  the  following  clause: 

/ 

Factual  Appendices 

Within  three  months  after  the  date  of  ap¬ 
proval  of  this  contract,  and  at  three-month 
intervals  thereafter  during  the  life  of  this 
contract,  the  Contractor  shall  submit  a  list 
of  the  facilities  provided  hereunder  and  not 
previously  listed,  together  with  a  list  of  any 
necessary  changes  or  deletions  of  items  on 
previous  lists:  Provided,  however.  That  no 
such  lists  shall  be  required  for  any  period 
in  which  there  have  been  no  additions  to  or 
changes  or  deletions  of  previous  listings. 
Such  lists  wiU  be  identified  as  “Factual  Ap¬ 
pendix  A”  to  this  contract  or  supplements  to 
such  appendix.  They  wiU  contain  (1)  a  sum¬ 
mary,  by  categories,  of  expenditures  to  date 
under  this  contract,  (2)  a  list  of  all  recover-, 
able  items  of  property  provided  hereunder  for 
which  reimbursement  is  made  hereunder  and 
(3)  a  list  of  Government-furnished  property 
provided  hereunder  and  shaU  be  in  a  form 
to  be  agreed  upon  between  the  Contractor 
and  the  Contracting  Officer.  Such  lists  shall 
be  certified  as  correct  by  a  responsible  repre¬ 
sentative  of  the  Contractor.  Upon  approval 
and  distribution  thereof,  such  lists  shaU  be 
considered  incorporated  herein  by  reference, 
it  being  understood,  however,  that  such  lists 
will  be  binding  upon  the  parties  hereto  only 
to  the  extent  that  they  do  not  conflict  with 
the  supporting  documentation. 

§  1007.2703-4  Reports  to  be  furnished 
by  the  contractor.  Insert  the  following 
clause: 

Reports  To  Be  Furnished  by  the  Contractor 

The  Contractor,  insofar  as  it  is  able,  shall 
furnish  the  Government,  upon  written  re¬ 
quest  therefor,  such  reports,  estimates  and 
other  information  regarding  the  subject 
matter  of  this  contract  as  the  Contracting 
Officer  finds  necessary  and  reasonable,  in¬ 
cluding  such  records  and  data  with  respect 
to  such  facilities  as  may  be  required  by  the 
Contracting  Officer  for  industrial  planning 
or  other  purposes.  Requests  for  such  re¬ 
ports,  estimates  and  other  Information  shall 
set  forth  the  nature  of  the  information 
sought  and  the  form  in  which  such  informa¬ 
tion  is  to  be  furnished. 

§  1007.2703-5  Use  and  charges  there¬ 
for.  The  more  appropriate  of  the  fol¬ 
lowing  clauses  shall  be  inserted. 

(a)  When  the  facilities  are  for  use  in 
connection  with  supply,  service,  or  re¬ 
search  and  development  contracts,  or 
subcontracts  which  specifically  provide 
that  no  charge  is  made  for  use  of  the 
facilities  provided,  insert  the  following 
clause. 

Use  and  Charges  Therefor 

(a)  Subject  to  the  termination  provisions 
hereof,  the  Contractor  may  use  all  or  part 
of  the  facilities  provided  hereunder  without 
charge  in  the  performance  of  (i)  any  Air 
Force  prime  contract  which  expressly  au¬ 
thorizes  such  no-charge  use  or  states  that 
the  price  or  fee  thereunder  is  contingent 
upon  such  no-charge  use,  (ii)  subject  to 
the  approval  of  the  Contracting  Officer,  any 
subcontract  under  any  Air  Force  prime  con¬ 
tract  when  both  the  prime  contract  and 


shall  be  delivered  promptly  by  the  Con¬ 
tractor  to  the  ACO.  The  reproducible  and 
three  copies  shall  carry  at  the  end  thereof 
a  certificate  manually  signed  by  an  officer 
or  other  person  authorized  to  bind  the  Con¬ 
tractor,  stating  that  the  prices  therein  rep¬ 
resent  a  firm  quotation.  Each  such  Exhibit 
or  SPCR  shall  require  the  written  approval 
of  the  ACO,  stating  that  the  prices  therein 
are  fair  and  reasonable.  Each  such  Exhibit 
or  SPCR  shall  set  forth  therein  the  total 
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RULES  AND  REGULATIONS 


A 

the  subcontract  either  expressly  authorize 
such  no -charge  use  in  the  performance  of 
the  subcontract  or  state  that  the  prices  or 
fees  thereunder  are  contingent  upon  such 
no-charge  use,  and  (ill)  to  the  extent  such 
use  will  not  interfere  with  the  foregoing  and 
subject  to  the  approval  of  the  Contracting 
Officer,  (A)  any  other  Government  prime 
contract  which  expressly  authorizes  such  no¬ 
charge  use  or  states  that  the  price  or  fee 
thereunder  is  contingent  upon  such  no- 
charge  use,  and  (B)  any  subcontract  under 
any  other  Government  prime  contract  where 
both  the  prime  contract  and  the  subcon¬ 
tract  either  expressly  authorize  such  no¬ 
charge  use  in  the  performance  of  the  sub¬ 
contract  or  state  that  the  prices  or  fees 
thereunder  are  contingent  upon  such  no¬ 
charge  use;  provided,  that  this  paragraph 

(a)  shall  not  apply  to  any  subcontract  below 
the  first  tier  unless  that  subcontract,  the 
prime  contract,  and  all  intermediate  sub¬ 
contracts  either  expressly  authorize  such  no¬ 
charge  use  in  the  performance  of  that  lower 
tier  subcontract  or  state  that  the  prices  or 
fees  thereunder  are  contingent  upon  such 
no-charge  use.  Evidence  relative  to  the 
terms  of  the  supply  contracts  and  subcon¬ 
tracts  thereunder  pursuant  to  which  any 
use  of  facilities  is  made  or  proposed  under 
this  paragraph  (a)  shall  be  submitted  to 
the  Contracting  Officer  by  the  Contractor 
herein  upon  request. 

(b)  The  Contractor  may  also,  with  the 
prior  approval  of  the  Contracting  Officer,  use 
the  facilities  provided  hereunder  in  the  per¬ 
formance  of  work  other  than  that  herein¬ 
above  authorized  to  the  extent  that  such 
additional  work  will  not  interfere  with  the 
performance  of  the  work  hereinabove  author¬ 
ized,  provided  that  the  Contracting  Officer 
determines  that  such  other  use  is  in  the 
interest  of  the  Government,  and  that  the 
Contractor  is  not  thereby  placed  in  a  favored 
competitive  position.  At  six  months  inter¬ 
vals  during  the  life  of  the  contract  and  at 
the  termination  hereof  the  Contractor  shall 
submit  a  detailed  report  to  the  Contracting 
Officer  of  all  such  other  use  performed  during 
the  preceding  period,  or  if  there  has  been  no 
such  other  use  during  the  preceding  period, 
shall  submit  a  certificate  to  that  effect. 
Such  reports  shall  be  supported  by  such 
records^  as  are  necessary  to  insure  equitable 
action  hereunder.  Upon  submission  of  such 
report  the  Contractor  and  the  Contracting 
Officer  will  promptly  negotiate  to  determine 
the  extent  of  use  during  the  period  covered 
by  such  report  and  the  consideration  there¬ 
for.  Such  amount  shall  be  computed  upon 
the  basis  of  the  extent  of  the  use  at  rates 
based  upon  actual  or  estimated  original  ac¬ 
quisition  cost  of  the  facilities  used.  Such 
rates  shall  be  5  percent  per  annum  for  land 
and  land  improvements,  8  percent  per  annum 
for  buildings  and  building  installations,  12 
percent  per  annum  for  machinery  and  equip¬ 
ment  and  25  percent  per  annum  for  portable 
tools  and  automotive  equipment.  In  the 
event  of  a  failure  to  agree  in  such  negotia¬ 
tions  the  resulting  dispute  shall  be  settled 
in  accordance  with  the  procedures  provided 
in  the  Clause  hereof  entitled  “Disputes.’* 
The  Contractor  shall  upon  demand  of  the 
Contracting  Officer,  except  in  the  event  an 
appeal  is  pending  or  to  be  filed,  forward  his 
check  to  the  Contracting  Officer  payable  to 
the  Treasurer  of  the  United  States  for  the 
amount  due. 

(c)  The  Contractor  represents  that  it  has 
eliminated  or  will  eliminate  from  the  prices 
and,  for  the  purpose  of  computing  fees,  from 
the  estimated  cost,  charges  for  all  contracts 
to  be  performed  by  the  Contractor  using  fa¬ 
cilities  provided  hereunder  on  a  no-charge 
basis,  any  charges  or  allowances  (including 
amortization  and  depreciation)  included 
therein  for  the  facilities  provided  hereunder 
exclusive  of  charges  for  costs  Incurred  in 
the  performance  of  obligations  Imposed 
hereunder,  and  in  making  application  for 
permission  to  use  facilities  provided  here¬ 


under,  the  Contractor  shall  so  state.  It  is 
agreed  that  nothing  in  this  contract  shall  be 
interpreted  as  prejudicing  any  rights  that 
the  Contractor  may  have  to  be  reimbursed 
under  other  contracts  between  the  parties 
hereto  for  the  cost  of  performing  obliga¬ 
tions  imposed  hereunder  and  not  made  re¬ 
imbursable  hereunder. 

(b)  When  charges  for  the  use  of  the 
facilities  provided  are  fixed,  insert  the 
following  clause: 

Use  and  Charges  Therefor 

(a)  The  Contractor  may,  subject  to  the 
termination  provisions  hereof,  use  the  fa¬ 
cilities  provided  hereunder  for  all  legal  pur¬ 
poses,  provided  however,  subject  to  the  pro¬ 
visions  of  any  other  applicable  priority 
system  established  by  the  Government,  that 
the  Contractor  shall  not  use  such  facilities, 
or  any  part  thereof,  for  work  which  would 
interfere  materially  with  the  performance  of 
Government  contracts  or  subcontracts  and 
provided  further  that  first  priority  will  be 
given,  with  due  regard  to  existing  commit¬ 
ments,  to  Air  Force  contracts  and  sub¬ 
contracts. 

(b)  In  consideration  for  such  use,  Con¬ 
tractor  shall  pay  a  use  charge  computed 
at  the  following  rates: 

Percent 
per  annum 


Land  and  land  improvements — _  5 

Buildings  and  building  installations..  8 

Machinery  and  equipment _ _ 12 

Portable  tools  and  automotive  equip¬ 
ment  _ -  25 


Such  use  charge  shall  be  computed  upon 
the  cost  to  the  Government  of  the  items  of 
facilities  for  which  reimbursement  is  made 
hereunder  exclusive  of  the  cost  of  installa¬ 
tion  and  of  transportation  where  transporta¬ 
tion  costs  are  invoiced  separately,  and  upon 
the  actual  or,  when  actuai  is  not  available, 
the  estimated  original  acquisition  cost  of 
the  items  of  facilities  furnished  by  the  Gov¬ 
ernment  hereunder  (exclusive  of  the  cost  of 
transportation,  installation,  and  repair),  as 
such  costs  are  agreed  upon  with  the  Con¬ 
tracting  Officer.  Such  charge  shall  be  com¬ 
puted  on  the  basis  of  calendar  months  of 
use,  provided  that,  (i)  in  the  event  that  any 
item  of  facilities  is  not  used  for  a  period  of 
fifteen  consecutive  calendar  days  in  any  cal¬ 
endar  month,  the  charge  payable  for  such 
item  of  facilities  shall  be  one  twenty-first 
(  Vji  )  of  the  monthly  charge  for  each  day 
or  part  thereof  in  said  calendar  month  that 
such  item  is  used  and  provided  that  (ii)  a 
prorated  charge  shall  be  made  for  fractional 
calendar  months  at  the  commencement  of 
use  of  each  item  and  at  the  effective  date 
of  the  total  or  partial  termination  of  this 
contract.  Payment  of  such  monthly  rental 
charge  shall  be  dueron  the  fifteenth  of  each 
calendar  month  for  the  preceding  calendar 
month’s  use  and  shall  be  effected  by  mailing 
or  delivering  to  the  Contracting  Officer  a 
check  payable  to  the  Treasurer  of  the  United 
States  accompanied  by  a  statement  in  tripli¬ 
cate  explaining  the  computation  of  the 
amount  thereof. 

(c)  It  is  agreed  that  nothing  in  this  con¬ 
tract  shall  be  interpreted  as  prejudicing  any 
rights  that  the  Contractor  may  have  to  be 
reimbursed  under  other  contracts  between 
the  parties  hereto  for  the  cost  of  perform¬ 
ing  obligations  Imposed  hereunder  and  not 
made  reimbursable  hereunder. 

§  1007.2703-6  Reimbursement.  Insert 
the  following  clause: 

Reimbursement 

(a)  The  Government  will  pay  to  the  Con¬ 
tractor,  upon  inspection  and  acceptance  by 
the  Contracting  Officer  of  the  items  or  the 
work  specified  in  the  Schedule,  subject  to 
the  provisions  of  paragraph  (c)  of  this 
clause,  the  direct  costs,  hereinafter  referred 


to  as  "Allowable  Cost,’*  and  the  overhead 
designated  in  the  Schedule,  determined  in 
accordance  with  Parts  2  and  6,  Section  XV 
of  the  Armed  Services  Procurement  Peinna- 
tion  for  items  other  than  construction,  and 
in  accordance  with  Parts  4  and  6  of  laid 
Section  XV  for  items  of  construction,  u 
any. 

'•^b)  It  has  been  determined  by  the  Con- 
tracting  Officer  in  advance  and  agreed  to  by 
the  Contracting  parties  for  the  purpose  of 
simplifying  auditing  procedures  applicable 
thereto,  that  the  overhead  rate  or  rates  set 
forth  in  the  Schedule  represent  an  amount 
equal  to  a  reasonable  and  proper  propor¬ 
tionate  share  of  all  of  the  Contractor’s 
overhead  expense  applicable  and  allocable 
to  the  performance  of  this  contract  and  as 
excluding  any  expenditures  for  items  of 
cost  for  which  direct  reimbursement  is  pro¬ 
vided  elsewhere  in  this  contract.  Unless  the 
prior  approval  of  the  Contracting  Officer  is 
obtained,  the  Contractor  shall  not  change 
its  method  of  accounting  under  this  con¬ 
tract  in  such  manner  as  to  account  for  any 
item  of  cost  on  a  direct  cost  basis  if  such 
item  of  cost  was  considered  as  an  indirect 
charge  for  the  purpose  of  establishing  the 
overhead  rate  or  rates  set  forth  in  the 
Schedule.  All  amounts  reimbursed  here¬ 
under  shall  be  withdrawn  from  the  appro¬ 
priate  overhead  pool  or  pools  prior  to  the 
allocation  of  overhead  to  other  contracts 
with  the  Government  or  suppliers  of  the 
Government  and  nothing  in  this  contract  J 
shall  be  interpreted  as  prejudicing  any 
rights  that  the  Contractor  may  have  to  be 
reimbursed  under  other  contracts  between 
the  parties  hereto  for  overhead  expense 
allocable  to  this  contract  in  excess  of  the 
amount  made  reimbursable  hereunder  for 
such  costs. 

(c)  Once  each  month  (or  at  more  frequent 
intervals,  if  approved  by  the  Contracting 
Officer)  the  Contractor  may  submit  to  an 
authorized  representative  of  the  Contract¬ 
ing  Officer,  in  such  form  and  reasonable 
detail  as  such  representative  may  require, 
an  invoice  or  public  voucher  supported  by 
a  statement  of  cost  incurred  by  the  Con- 
tractor  in  the  performance  of  this  contract 
and  claimed  to  constitute  Allowable  Cost.  ' 
Each  statement  of  cost  shall  be  certified  by 
an  officer  or  other  responsible  official  of  the 
Contractor  authorized  by  it  to  certify  such 
statements.  As  promptly  as  may  be  prac¬ 
tical  after  receipt  of  each  invoice  or  voucher 
and  statement  of  cost,  the  Government  Bhall, 
except  as  hereinafter  provided,  make  pay¬ 
ment  thereon  as  approved  by  the  Contract¬ 
ing  Officer.  Such  payment  may  include 
progress  payments  made  to  subcontractors 

or  suppliers  for  machine  tools  and  con¬ 
struction  projects  ordered  hereunder  in 
those  cases  where  the  subcontractor  or  sup¬ 
plier  requires  progress  payment  therefor  and 
the  subcontract  or  purchase  agreement 
therefor  contains  a  progress  payments  clause 
approved  in  writing  by  the  Contracting  j 
Officer.  At  any  time  or  times  prior  to  final 
payment  under  this  contract  the  Contract¬ 
ing  Officer  may  cause  to  be  made  such  audit 
of  invoices  or  vouchers  and  statements  of 
cost  as  shall  be  deemed  necessary.  Each 
payment  theretofore  made  shall  be  subject 
to  reduction  to  the  extent  of  amounts  in¬ 
cluded  in  the  related  invoice  or  voucher  and 
statement  of  cost  which  are  found  by  the 
Contracting  Officer  on  the  basis  of  such  audit 
not  to  constitute  Allowable  Cost,  and  shall 
also  be  subject  to  reduction  for  overpay¬ 
ments  or  to  Increase  for  underpayments  on 
preceding  invoices  or  vouchers.  The  Con¬ 
tractor  shall  repay  to  the  Government,  at 
any  time  requested,  any  overpayment  there¬ 
tofore  made. 

(d)  There  has  been  allotted  for  the  per¬ 
formance  of  this  contract  the  total  sum  set 
forth  in  the  Schedule.  This  sum  may  be 
increased  from  time  to  time  by  the  Govern¬ 
ment  solely  at  its  discretion.  Upon  the 
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making  of  any  such  increase  the  Contracting 
Officer  shall  amend  this  contract  accordingly. 

If  at  any  time  the  Contractor  has  reason  to 
believe  that  the  amount  to  be  expended  or 
committed  by  it  in  the  next  succeeding  30 
days,  when  added  to  all  previous  expendi¬ 
tures  and  commitments,  will  exceed  75%  of 
the  sum  allotted  for  this  contract,  it  shall 
notify  the  Contracting  Officer  to  that  effect, 
giving  an  estimate  as  to  the  percentage  of 
completion  of  the  items  of  work  set  forth 
in  the  Schedule,  so  that  a  determination  may 
be  made  as  to  whether  or  not  additional 
funds  will  be  allotted  for  this  contract.  Any¬ 
thing  in  this  contract  to  the  contrary  not¬ 
withstanding,  the  Government  shall  not  be 
obligated  to  pay  to  the  Contractor  either  for 
reimbursement  of  expenditures  or  otherwise 
any  amount  in  excess  of  the  sum  allotted 
for  this  contract  and  the  obligation  of  the 
Contractor  to  proceed  with  the  performance 
of  this  contract  shall  be  limited  accordingly; 
provided,  however,  that  if  the  Contractor 
makes  any  expenditures  for  which  funds  are 
not  allotted,  the  Contracting  Officer  may 
ratify  such  expenditures  when  funds  are 
allotted. 

(e)  In  securing  all  facilities,  parts,  ma¬ 
terials  and  services  required  for  the  per¬ 
formance  of  this  contract  from  other  sources, 
the  Contractor  shall  obtain  competition  to 
the  maximum  practical  extent  and  shall  take 
advantage  of  the  most  advantageous  prices 
with  due  regard  to  securing  adequately 
prompt  delivery  of  satisfactory  facilities, 
parts,  materials  and  services. 

(f)  The  Contractor  represents  that  the 
costs  to  be  incurred  and  for  which  it  will  be 
reimbursed  under  this  contract  are  not  and 
will  not  be  included  as  an  element  of  cost  in 
any  other  contracts  with  the  Government 
or  suppliers  of  the  Government  and  that  the 
overhead  rate  or  rates  set  forth  in  the  Sched¬ 
ule  do  not  include  any  allowance  for  profit. 

(g)  (Insert  paragraph  (b)  of  §  1007.4031.) 

§  1007.2703-7  Taxes  and  utilities. 
Insert  the  following  clause: 

Taxes  and  Utilities 

'  (a)  The  Contractor  agrees  to  pay,  when 

and  as  the  same  become  due  and  payable, 
all  taxes,  assessments  and  similar  charges 
which  at  any  time  prior  to  the  final  settle¬ 
ment  of  this  contract  are  properly  and  legally 
taxed,  assessed  or  imposed  upon  the  Con¬ 
tractor’s  interest  made  or  created  pursuant 
to  the  provisions  of’  this  contract,  with  re¬ 
spect  to  part  or  all  of  the  facilities  provided 
hereunder  or  the  use  thereof. 

(b)  The  Contractor  agrees  to  pay  all 
claims  or  charges  for  or  on  account  of  water, 
light,  heat,  power,  and  any  other  services 
or  utilities  furnished  to  or  with  respect  to 
the  site,  buildings,  or  the  machinery  and 
equipment  or  any  part  thereof. 

§  1007.2703-8  Inspection  and  access. 
Insert  the  following  clause: 

Inspection  and  Access 

(a)  All  work  required  under  this  contract 
shall  be  executed  in  the  most  economical 
and  workmanlike  manner  in  strict  con¬ 
formity  with  the  best  standard  practices  and 
all  material,  workmanship  and  facilities  shall 
be  subject  to  inspection  and  test  by  repre¬ 
sentatives  of  the  Government. 

(b)  The  Government  shall  at  all  reason¬ 

able  times  have  access  to  the  premises 
wherein  any  of  the  facilities  provided  here¬ 
under  are  located  for  the  purpose  of  in¬ 
specting  and  inventorying  the  same,  of 
removing  them  as  authorized  hereunder,  or 
for  determining  compliance  with  the  terms 
of  this  contract.  ' 

1  1007.2703-9  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8 
of  this  title,  but  see  §  1007.103-8. 
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§  1007.2703-10  Records.  Insert  the 
clause  set  forth  in  §  7.203-7  of  this  title 
and  add  the  following  paragraph  (c). 

(c)  The  Contractor  also  agrees  to  maintain 
adequate  property  control  records  and  a  sys¬ 
tem  of  identification  of  the  facilities  provided 
hereunder  in  accordance  with  the  provisions 
of  the  “Manual  for  Control  of  Government 
Property  in  Possession  of  Contractors”  in  ef¬ 
fect  on  the  date  of  this  contract.  As  part  of 
such  control  system  Contractor  shall  take  a 
physical  inventory  of  the  facilities  provided 
hereunder  at  least  once  a  year.  A  certificate 
of  such  inventory  listing  and  properly 
identifying  all  losses  and  damages  which 
have  occurred  since  the  taking  of  the  last 
previous  inventory  shall  be  delivered  to  the 
Contracting  Officer  upon  the  completion  of 
each  such  inventory. 

§  1007.2703-11  Subcontracts.  Insert 
the  following  clause: 

Subcontracts 

(a)  The  Contractor  shall  give  advance 
notification  to  the  Contracting  Officer  of  any 
proposed  subcontract  or  purchase  order  here¬ 
under  which  is  either  (i)  on  other  than  a 
straight  fixed-price  single  payment  basis,  or 
(ii)  on  a  fixed-price  basis  exceeding  in  dollar 
amount  either  $25,000  or  5  per  centum  of 
the  total  estimated  cost  of  this  contract,  • 
whichever  is  less;  and  each  such  subcontract 
or  purchase  order  shall  require  the  written 
approval  of  the  Contracting  Officer. 

(b) .  The  cost-plus-a-percentage-of-cost 
system  of  contracting  shall  not  be  used  by 
the  Contractor  in  procuring  articles,  materi¬ 
als,  supplies  or  services  required  for  the  per¬ 
formance  of  this  contract. 

§  1007.2703-12  Utilization  of  small 
business  concerns.  Insert  the  clause  set 
forth  In  §  7.104-14  of  this  title. 

§  1007.2703-13  Termination.  Insert 
the  following  clause: 

Termination 

(a)  This  contract  may  be  terminated  by 
the  Government  as  to  all  or  any  of  the  fa¬ 
cilities  provided  hereunder  (i)  whenever  the 
Contracting  Officer  shall  determine  that  the 
facilities  to  be  so  terminated  are  not  neces¬ 
sary  for  the  performance  of  Government 
contracts,  (il)  whenever  the  Commander,  Air 
Materiel  Command,  or  his  duly  authorized 
agent,  has  requested  priority  with  respect 
to  the  manufacture  or  furnishing  of  any 
products  with  facilities  to  be  provided  here¬ 
under  and  the  Contractor  has  failed  or  re¬ 
fused  to  give  such  priority,  (iii)  whenever 
a  receiver  or  trustee  has  been  appointed  for 
the  Contractor  or  its  property,  or  the  Con¬ 
tractor  has  made  assignment  for  the  benefit 
of  creditors,  or  the  Contractor  has  become 
insolvent,  or  a  petition  has  been  filed  by  or 
against  the  Contractor  pursuant  to  any  of 
the  provisions  of  the  United  States  Bank¬ 
ruptcy  Act,  as  amended,  for  the  purpose  of 
adjudicating  the  Contractor  a  bankrupt  or 
for  a  reorganization  of  the  Contractor  or  for 
the  purpose  of  effecting  a  composition  or  a 
rearrangement  with  the  Contractor’s  credi¬ 
tors  and  such  petition  filed  against  the  Con¬ 
tractor  was  not  dismissed  within  sixty  (60) 
days,  (iv)  whenever  there  has  been  a  viola¬ 
tion  of  the  terms,  conditions  or  covenants  of 
this  contract  or  extension  thereof  by  the 
Contractor  and  the  Contractor  failed  to  cure 
such  violations  within  thirty  (30)  days  from 
the  date  of  notice  thereof  by  the  Govern¬ 
ment  to  the  Contractor  or  (v)  upon  not  less 
than  sixty  days’  notice  to  the  Contractor  for 
any  other  reason.  Such  termination  shall 
be  effected  by  delivery  to  the  Contractor  of 
a  written  notice  of  termination  specifying 
the  extent  to  which  the  contract  is  to  be 
terminated  and  the  reason  therefor  if  under 
(i),  (ii),  (iii),  or  (iv)  hereof,  and  shall  be 
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effective  upon  the  date  or  dates  specified 
therein. 

(b)  This  contract  may  be  terminated  by 

the  Contractor  at  any  time,  upon  not  less 
than  60  days’  notice  to  the  Government,  as 
to  all  of  the  facilities  provided  hereunder. 
Such  termination  shall  be  effected  by  delivery 
by  the  Contractor  to  the  Contracting  Officer 
of  a  written  notice  of  termination  specifying 
the  date  on  which  termination  shall  become 
effective.  Contractor  may  also  by  agreement 
with  the  Contracting  Officer  effect  a  partial 
termination  of  this  contract  with  respect 
to  any  portion  of  such  facilities.  Termina¬ 
tion  at  the  option  of  the  Contractor  shall 
not  relieve  the  Contractor  of  any  of  its  ob¬ 
ligations  or  liabilities  under  any  other  Gov¬ 
ernment  contract.  > 

(c)  Immediately  upon  total  or  partial  ter¬ 
mination  of  this  contract  the  Contractor  shall 
inspect  and  prepare  the  facilities  with  respect 
to  which  the  contract  is  terminated  for  ship¬ 
ment  in  accordance  with  the  applicable  pro¬ 
visions  of  Military  Specification  MILr-P-4574A 
(USAF)  as  currently  revised  as  directed  by 
the  Contracting  Officer.  Within  thirty  (30) 
days  after  such  termination  -the  Contractor 
shall  account  for  such  facilities.  Within 
ninety  (90)  days  after  such  accounting  the 
Government  shall  furnish  the  Contractor  in¬ 
structions  as  to  the  place  to  which  such 
facilities  shall  be  shipped  and  the  means  of 
transportation  thereto.  Within  ten  (10) 
days  thereafter,  or  such  longer  time  as  the 
Contracting  Officer  may  allow,  the  Contractor 
shall  ship  the  items  in  accordance  with  the 
applicable  provisions  of  the  above  stated 
specification.  Contractor  Bhall  be  equitably 
reimbursed  for  expenses  so  incurred  by  an 
appropriate  contractual  instrument.  If  the 
Contracting  Officer  fails  to  notify  the  Con¬ 
tractor  as  to  disposition  of  the  facilities 
within  the  ninety  (90)  day  period,  herein 
provided,  the  Contractor  may,  upon  reason¬ 
able  notice  to  the  Government,  remove  and 
store  elsewhere  at  Government  risk  and  ex¬ 
pense  any  of  the  terminated  facilities  which 
may  be  located  within  the  plant  of  the  Con¬ 
tractor.  The  Government  shall  have  a  cor¬ 
responding  right,  upon  reasonable  notice  to 
remove  and  place  in  storage  for  the  account 
of  the  Contractor  any  property,  title  to  which 
is  not  in  the  Government  which  has  not  been 
removed  from  any  Government-owned  plant 
or  building  provided  hereunder  at  the  time 
of  the  surrendering  of  possession  thereof. 

(d)  In  the  event  afiy  facilities  are  to  be 
purchased  or  constructed  hereunder  by  the 
Contractor  in  behalf  of  the  Government, 
upon  termination  hereunder  by  the  Govern¬ 
ment  of  any  such  purchased  or  constructed 
facilities  prior  to  the  completion  thereof,  the 
Contracting  Officer  shall  subject  to  the  pro¬ 
vision  of  paragraph  (c)  above  by  written 
order,  exercise  one  of  the  following  options 
with  respect  to  any  such  terminated  item  or 
items  of  facilities. 

(i)  If  the  Contractor  has  made  no  binding 
commitment  and  incurred  no  expense  there¬ 
for  of  a  kind  reimbursable  hereunder  as  an 
actual  cost,  the  Contracting  Officer  may  elimi¬ 
nate  the  item  from  this  contract  and  the 
Government  shall  be  relieved  of  any  liability 
therefor. 

(ii)  If  the  Contractor  has  made  a  binding 
commitment  and  incurred  expense  therefor 
of  a  kind  reimbursable  hereunder  as  an 
actual  cost,  the  Contracting  Officer  may  di¬ 
rect  the  Contractor  to  stop  all  further  work 
and  the  making  of  all  further  commitments 
thereon  and  eliminate  the  item  from  this 
contract.  In  that  event  the  Contractor  and 
the  Contracting  Officer  will  attempt  to  agree 
on  an  amount  that  will  reasonabl^  oompen- 
sate  the  Contractor  for  the  actual  cost  in¬ 
curred  by  him  with  regard  to  such  eliminated 
item.  If  no  such  agreement  is  reached 
within  thirty  (30)  days  after  the  date  of 
elimination  (or  within  such  longer  period 
as  may  at  any  time  be  mutually  agreed 
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upon) ,  the  Contractor  will  be  paid  an 
amount,  if  any,  as  determined  by  the  Con¬ 
tracting  Officer,  which  together  with  all  sums 
previously  paid  by  the  Government  on  ac¬ 
count  of  the  item,  shall  be  sufficient  to  reim¬ 
burse  the  Contractor  for  expenses  paid  and 
the  settlement  of  any  obligation  incurred 
by  the  Contractor  thereon.  In  lieu  of  reim¬ 
bursing  the  Contractor  for  the  settlement  of 
such  obligations  the  Government,  in  the  dis¬ 
cretion  of  the  Contracting  Officer,  may  assume 
such- obligations  or  any  of  them.  In  no  event 
shall  the  aggregate  of  reimbursement  on 
account  of  the  item  (and  of  all  payments 
previously  made)  together  with  the  amount 
of  any  obligations  assumed,  exceed  the  actual 
costs,  as  herein  defined,  expended  or  incurred 
thereon  up  to  the  time  of  such  elimination. 
The  Contracting  Officer  may  permit  the  Con¬ 
tractor  to  sell  or  retain  at  prices  or  on  terms 
agreed  to  by  the  Government  any  materials, 
supplies,  or  work  in  process  and  the  proceeds 
of  such  sale,  or  such  agreed  prices,  shall  be 
paid  or  credited  to  the  Government  in  such 
manner  as  the  Contracting  Officer  may  direct. 
Upon  payment  to  the  Contractor  pursuant  to 
this  subparagraph  (il)  title  to  all  materials, 
supplies,  work  in  process  and  other  things 
for  which  payment  is  made  (except  such 
property  as  may  be  sold  or  retained  as  above 
provided)  will  vest  in  the  Government  (if 
title  thereto  has  not  already  vested  in  the 
Government) .  The  Government  will  also  be¬ 
come  entitled  to  any  rights  under  any  com¬ 
mitment  which  it  may  assume,  or  for  the 
settlement  of  which  it  shall  have  reimbursed 
the  Contractor.  The  Contractor  shall  have 
the  right  of  appeal,  under  the  clause  of  this 
contract  entitled  "Disputes,”  from  any  deter¬ 
mination  made  by  the  Contracting  Officer 
under  this  paragraph. 

§  1007.2703-14  Cancellation  of  subcon¬ 
tracts.  Insert  the  following  clause : 

Cancellation  of  Subcontracts 

(a)  Without  terminating  this  contract 
under  the  provisions  of  the  clause  entitled 
"Termination,”  the  Contracting  Officer  may 
at  any  time,  in  writing,  authorize  or  direct 
the  Contractor  to  cancel  in  whole  or  in  part 
any  subcontract  theretofore  placed  pursuant 
to  this  contract.  Settlement  and  reimburse¬ 
ment  of  any  claims  resulting  from  such  sub¬ 
contract  cancellations  shall  be  effected  in  ac¬ 
cordance  with  the  applicable  cost  principles 
of  Section  VIII  of  the  Armed  Services  Pro¬ 
curement  Regulation. 

(b)  The  Contractor  shall  notify  the  Con¬ 
tracting  Officer  whenever  it  determines  that 
facilities  on  order  under  this  contract  are  ex¬ 
cess  to  the  requirements  of  the  Contractor’s 
Government  contracts  and  subcontracts. 

(c)  Any  dispute  arising  hereunder  shall  be 
decided  in  accordance  with  the  procedure 
prescribed  in  the  clause  of  this  contract  en¬ 
titled  “Disputes." 

§  1007.2703-15  Continuing  plant  clear¬ 
ance.  Insert  the  following  clause: 

Continuing  Plant  Clearance 

(a)  The  Contractor  shall  notify  the  Con¬ 
tracting  Officer  whenever  it  is  determined 
that  any  property  provided  hereunder  is  ex¬ 
cess  to  the  requirements  of  the  using  Govern¬ 
ment  contracts  or  is  worn  out,  obsolete,  dam¬ 
aged  or  otherwise  unserviceable  (whether  or 
not  under  circumstances  rendering  the  Con¬ 
tractor  liable  therefor).  Subsequent  to  re¬ 
ceipt  of  such  notice  the  parties  hereto  may 
by  mutual  agreement  effect  the  disposition 
of  such  property  with  reimbursement  here¬ 
under  by  the  Government  only  for  trans¬ 
portation  costs,  if  any,  from  the  plant  where¬ 
in  said  items  are  located  or  the  point  nearest 
thereto  that  rail  carrier  service  is  available. 
In  the  event  the  parties  are  unable  to  agree 
upon  such  disposition  the  Contracting  Offi¬ 
cer  may,  at  his  option,  effect  the  disposition 
thereof  at  Government  expense  as  provided 
in  the  Schedule. 
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(U)  Other  peril,  of  a  type  not  listed  above, 
if  such  other  peril  is  customarily  covered 
F  insurance  (or  by  a  reserve  for  self-insur¬ 
ance)  in  accordance  with  the  normal  prac- 
tice  of  the  Contractor,  or  the  prevailing 
uractice  in  the  industry  in  which  the  Con¬ 
tactor  is  engaged  with  respect  to  similar 
property  in  the  same  general  locale. 

V  (b)  The  Contractor  represents  that  it  is 
not  including  and  agrees  that  it  will  not 
hereafter  include  in  any  price  to  the  Gov¬ 
ernment  any  charge  or  reserve  for  insurance 
(Including  self  insurance  funds  or  reserves) 
covering  loss  or  destruction  of  or  damage 
to  the  facilities  provided  hereunder  caused 
by  any  excepted  peril. 

(c) 'Upon  the  happening  of  loss  or  de¬ 
struction  of  or  damage  to  any  Government 
property  the  Contractor  shall  notify  the 
Contracting  Officer  thereof,  and  shall  com¬ 
municate  with  the  Loss  and  Salvage  Organi¬ 
sation,  if  any,  now  or  hereafter  designated 
by  the  Contracting  Officer,  and  with  the 
assistance  of  the  Loss  and  Salvage  Organiza¬ 
tion  so  designated  (unless  the  Contracting 
Officer  has  directed  that  no  such  organiza¬ 
tion  be  employed),  shall  take  all  reasonable 
steps  to  protect  the  Government  property 
from  further  damage,  separate  the  damaged 
and  undamaged  Government  property,  put 
ail  the  Government  property  in  the  best 
possible  order,  and  furnish  to  the  Contract¬ 
ing  Officer  a  statement  of:  (A)  the  lost, 
destroyed  and  damaged  Government  prop¬ 
erty,  (B)  the  time  and  origin  of  the  loss, 
destruction  or  damage,  (C)  all  known  in¬ 
terests  in  commingled  property  of  which  the 
Government  property  is  a  part,  and  (D)  the 
Insurance,  if  any  covering  any  part  of  or 
interest  in  such  commingled  property.  The 
Contractor  shall  be  reimbursed  for  the  ex¬ 
penditures  made  by  it  in  performing  its 
obligations  under  this  paragraph  (c)  (in¬ 
cluding  charges  made  to  the  Contractor  by 
the  Loss  and  Salvage  Organization,  except 
any  of  such  charges  the  payment  of  which 
the  Government  has,  at  its  option,  assumed 
directly),  to  the  extent  approved  by  the 
Contracting  Officer  and  set  forth  in  a  Sup¬ 
plemental  Agreement. 

(d)  In  the  event  the  Contractor  is  reim¬ 
bursed  or  compensated  for  any  loss  or  de¬ 
struction  of  or  damage  to  the  facilities 
provided  herein  caused  by  an  excepted  peril, 
it  shall  equitably  reimburse  the  Qpvern- 
ment.  The  Contractor  shall  do  nothing  to 
prejudice  the  Government’s  rights  to  re¬ 
cover  against  third  parties  for  any  such 
loss,  destructiqh  or  damage  and,  upon  the 
request  of  the  Contracting  Officer,  shall  at 
the  Government’s  expense,  furnish  to  the 
Government  all  reasonable  assistance  and 
cooperation  (including  the  prosecution  of 
suit  and  the  execution  of  instruments  of 
assignment  in  favor  of  the  Government)  in 
obtaining  recovery. 

§  1007.2703-28  Maintenance.  Insert 
the  following  clause: 

Maintenance 

Except  to  the  extent  of  any  loss  or  de¬ 
struction  of  or  damage  to  the  facilities  pro¬ 
vided  hereunder  for  which  the  Contractor 
Is  relieved  of  liability  under  the  provisions 
of  the  clause  hereof  entitled  “Liability  for 
Government-Owned  Property,’’  and  except 
for  reasonable  wear  and  tear  or  depreciation, 
the  facilities  shall  be  returned  by  the  Con¬ 
tractor  to  the  Government,  or  delivered  by 
the  Contractor  to  any  designee  of  the  Gov¬ 
ernment  (at  the  time  elsewhere  in  this 
contract  provided)  in  as  good  condition  as 
when  received  or  restored  by  the  Contractor 
*  In  connection  with  this  contract.  The  Con¬ 
tractor  shall  also  maintain  a  program  ap¬ 
proved  by  the  Contracting  Officer  for  the 
proper  maintenance,  repair,  protection,  and 
preservation  thereof  in  accordance  with 
•ound  industrial  practice,  Including  normal 
parts  replacements  and,  with  respect  to 


machinery  and  equipment,  necessary  re¬ 
building  and  rehabilitation.  The  mainte¬ 
nance  of  any  motor  vehicles  provided  under 
this  contract  shall  be  in  accordance  with 
standards  prescribed  by  the  Air  Force  as 
directed  by  the  Contracting  Officer.  As  soon 
as  practicable  after  the  execution  of  this 
contract  the  Contractor  shall  submit  to  the 
Contracting  Officer  for  approval  a  detailed 
statement  of  the  maintenance  program  pro¬ 
posed  to  be  maintained  under  the  require¬ 
ments  of  this  clause.  Upon  approval  thereof 
by  the  Contracting  Officer  such  program 
shall  not  be  relaxed  or  deviated  from  with¬ 
out  the  prior  approval  of  the  Contracting 
Officer. 

§  1007.2703-29  Right  of  diversion. 
Insert  the  following  clause : 

Right  of  Diversion 

The  Government  reserves  the  right  when 
it  is  determined  by  the  Air  Force  to  be  in 
the  best  interest  of  the  Government  to  direct 
the  delivery  of  any  or  all  of  the  facilities 
acquired  by  or  furnished  to  the  Contractor 
hereunder  to  locations  other  than  those  spe¬ 
cified  in  this  contract.  It  is  also  agreed  that 
the  Contractor  shall  at  the  request  of  the 
Contracting  Officer,  when  it  is  determined  by 
the  Air  Force  to  be  in  the  best  interest  of 
the  Government,  assign  to  the  Government 
or  to  any  designated  third  party  or  parties, 
purchase  orders  or  subcontracts  of  the  Con¬ 
tractor  for  any  or  all  of  the  facilities  to  be 
acquired  under  this  contract. 

§  1007.2703-30  Responsibility  for  dam¬ 
ages.  Insert  the  following  clause: 

Responsibility  for  Damages 

(a)  The  Contractor  shall  hold  the  Govern¬ 
ment  harmless  against  claims  for  injury  to 
persons  or  damage  to  property  of  the  Con¬ 
tractor  or  others  arising  from  the  Contrac¬ 
tor’s  possession  or  use  of  the  facilities  pro¬ 
vided  hereunder,  except  when  there  is  in 
effect  one  or  more  contracts  With  Contractor 
for  supplies  or  services  which  require  the 
use  of  such  facilities.  The  provisions  of  such' 
contracts  shall  govern  the  assumption  of  lia¬ 
bility  for  such  claims  arising  out  of  or  related 
to  the  performance  of  each  such  contract  and 
involving  the  possession  and  use  of  the  far- 
cilities  provided  hereunder. 

(b)  If  this  contract  calls  for  labor  to  be 
performed,  the  costs  of  which  are  reimburs¬ 
able  hereunder,  Contractor  shall  carry  work¬ 
men’s  compensation  and  public  liability  in¬ 
surance  and,  to  the  extent  applicable, 
automobile  liability  insurance  together  with 
such  other  insurance  (exclusive  of  insurance 
which  is  otherwise  prohibited  hereunder)  as 
the  Contracting  Officer  may  direct. 

(c)  The  Government  shall  not  be  liable 
to  the  Contractor  for  damages  or  loss  of 
profits  by  reason  of  nondelivery  or  of  any 
delay  in  the  delivery  of  any  or  all  of  the 
facilities  to  be  provided  by  the  Government 
hereunder;  Provided,  however.  That  not¬ 
withstanding  the  foregoing  a  specific  pro¬ 
vision  for  an  appropriate  equitable  adjust¬ 
ment  to  Include  without  limitation  time  of 
delivery  and  price  may  be  included  in  any 
supply  or  service  contract  which  may  be 
affected  by  any  such  nondelivery  or  delay. 

§  1007.2703-31  Reservation  of  rights. 
Insert  the  following  clause: 

Reservation  of  Rights 

The  failure  of  the  Government  to  insist 
In  any  one  or  more  instances  upon  the  per¬ 
formance  of  any  of  the  terms,  covenants  or 
conditions  of  this  agreement  shall  not  be 
construed  as  a  waiver  or  a  relinquishment 
of  the  future  performance  of  any  term, 
covenant  or  condition,  but  Contractor’s  ob¬ 
ligation  with  respect  to  such  performance 
shall  continue  in  full  force  and  effect. 


§  1007.2703-32  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.2704  Clauses  to  be  used  when 
applicable. 

§  1007.2704-1  Labor  standards  in  con¬ 
struction  contracts.  If  performance  of 
the  contract  will  involve  any  construc¬ 
tion,  the  cost  of  which  may  be  reim¬ 
bursable  by  the  Government,  the  follow¬ 
ing  clause  will  be  inserted: 

Labor  Standards  in  Construction  Contracts 

(a)  In  the  event  that  construction,  alter¬ 
ation  or  repair  (Including  painting  and  dec¬ 
orating)  of  public  buildings  or  public  works 
is  to  be  performed  hereunder  Contractor 
shall  include  in  each  request  for  the  approval 
of  said  items  required  by  the  Schedule  a  re¬ 
quest  for  a  determination  by  the  Contracting 
Officer  as  to  the  applicability  of  the  Davls- 
Bacon  and/or  Copeland  Acts  and  will  not 
perform  any  of  said  items  hereunder  without 
receipt  of  such  determination. 

(b)  Upon  determination  that  the  Davis- 
Bacon  Act  is  applicable  to  any  item  of  work 
to  be  performed  hereunder  Contractor  shall 
submit  a  request  for  a  predetermination  of 
the  prevailing  wage  rates  to  be  made  appli¬ 
cable  to  such  work  containing  a  brief  de¬ 
scription  of  the  work  involved  including  the 
location  thereof  and  a  list  of  the  types  of 
laborers  and  mechanics  required  for  such 
work.  Upon  receipt  of  such  request  the  Con¬ 
tracting  Officer  shall  as  soon  as  possible  ob¬ 
tain  a  predetermination  of  the  applicable 
prevailing  wage  rates  and  publish  such  rates 
and  incidental  instructions  in  numbered  ex¬ 
hibits  to  this  contract.  Upon  publication 
thereof  such  exhibits  shall  be  considered  the 

t  wage  determination  decision  of  the  Secretary 
of  Labor  referred  to  in  paragraph  (c)  (i)  (A) 
of  this  clause.  Each  such  exhibit  shall  in¬ 
dicate  to  what  work  the  rates  set  forth 
therein  shall  apply  including  the  period  of 
time  within  which  subcontracts  subject  to 
such  rates  may  be  Issued. 

(c)  Contractor  shall  in  the  performance  of 
items  of  work  so  determined  to  be  subject 
to  the  Davis-Bacon  Act  comply  with  the 
following  statutory  provisions  and  Depart¬ 
ment  of  Labor  regulations: 

(D  Davis-Bacon  Act  (40  U.  S.  C.  276a- 
276a-7).  (A)  All  mechanics  and  laborers 

employed  or  working  directly  upon  the  site 
of  the  work  will  be  paid  unconditionally  and 
not  less  often  than  once  a  week,  and  without 
subsequent  deduction  or  rebate  on  any  ac¬ 
count  (except  such  payroll  deductions  as  are 
permitted  by  the  Copeland  Act  (“Anti -Kick- 
back”)  Regulations  (29  CFR,  Part  3)  the  full 
amounts  due  at  time  of  payment,  computed 
at  wage  rates  not  less  than  those  contained 
in  the  wage  determination  decision  of  the 
Secretary  of  Labor  which  is  attached  hereto 
and  made  a  part  hereof,  regardless  of  any 
contractual  relationship  which  may  be 
alleged  to  exist  between  the  Contractor  or 
subcontractor  and  such  laborers  and  me¬ 
chanics;  and  a  copy  of  the  wage  determina¬ 
tion  decision  shall  be  kept  posted  by  the 
Contractor  at  the  site  of  the  work  in  a 
prominent  place  where  it  can  be  easily  seen 
by  the  workers. 

(B)  In  the  event  it  is  found  by  the  Con¬ 
tracting  Officer  that  any  laborer  or  mechanic 
employed  by  the  Contractor  or  any  subcon¬ 
tractor  directly  on  the  site  of  the  work  cov¬ 
ered  by  this  contract  has  been  or  is  being 
paid  at  a  rate  of  wages  less  than  the  rate  of 
wages  required  by  subparagraph  (i)  (A)  of 
this  paragraph,  the  Contracting  Officer  may 
(1)  by  written  notice  to  the  Government 
Prime  Contractor  terminate  his  right  to  pro¬ 
ceed  with  the  work,  or  such  part  of  the  work 
as  to  which  there  has  been  a  failure  to  pay 
said  required  wages,  and  (2)  prosecute  the 
work  to  completion  by  contract  or  otherwise. 
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y  reference.  The  Contractor  will  comply  of  any  of  the  facilities  covered  by  the 
1th  these  regulations  and  any  amendments  contract  is  likely,  the  following  clans! 
r  modifications  thereof  and  the  Govern-  inserted  ^ 

lent  Prime  Contractor  will  be  responsible  ’  ^ 

ir  the  submission  of  affidavits  required  of  Government  Bills  of  Lading 

^contractors  thereunder.  The  foregoing  AU  shlpments  of  the  facilities  provided 
hall  app  y  except  as  the  Secretary  of  Labor  hereunder>  title  to  whlcb  is  veste<f 
lay  specifically  provide  for  reasonable  limi-  Government>  shall>  subject  the 
ations,  variations,  tolerances,  and  excep-  of  the  Contractlng  officer,  be  made  on  ff 

lo“-  _ .  ...  .  .  ...  ernment  bills  of  lading  and  the  Contract™ 

(vi)  Withholding  of  funds  to  insure  wage  shall  make  application  therefor  on  S, 
payment.  There  may  be  withheld  from  the  Form  44A  to  the  transportation  officer  in 
Contractor  so  much  of  the  accrued  payments  charge>  commercial  Traffic  Office,  serving  t£ 
ir  advances  as  may  be  cons  dered  necessary  geographical  area  of  the  Air  Force  Proem! 
o  pay  laborers  and  mechanics  employed  by  ment  District  in  which  the  shipment  iTto 
he  Contractor  or  any  subcontractor  the  full  originate.  Such  applications  shall  be  made 
tmount  of  wages  required  by  this  contract.  as  ^uch  in  advance  0f  the  date  of  shipment 
.n  the  event  of  failure  to  pay  any  laborer  or  as  possible  and  shall  be  accompanied  by  a 
nechanic  all  or  part  of  the  wages  required  ph(ftostatic  or  certified  copy  of  the  subcon! 
iy  this  contract,  the  Contracting  Officer  may  £ract 

or  purchase  order  or  other  documen- 
;ake  such  action  as  may  be  necessary  to  t  evidence  showing  the  Contracting  Offl. 
muse  the  suspension  until  such  violations  cer>s  approval  of  the  use  of  Government 
lave  ceased,  of  any  further  payment,  ad-  biUs  of  lading>  the  desired  destinatlon  for 
mnee,  or  guarantee  of  funds  to  or  for  the  the  shipment>  the  prime  (facilities)  con- 
Government  Prime  Contractor.  tract  numberf  and  the  f.  0.  b.  terms  of  the 

(vii)  Subcontracts  —  Termination.  The  sbipment  8 

Contractor  agrees  to  insert  the  provisions  of  p 

this  paragraph  (c)  of  this  clause  in  all  sub-  §  1007.2704-6  Loading,  blocking,  and 
contracts  and  the  Contractor  further  agrees  bracing  requirements.  If  shipment  by 
that  a  breach  of  any  of  the  requirements  of  rail  by  the  contractor  of  any  of  the 

5“*' “3  beTK0“”ls  facilities  covered  by  the  contract  is 

Dx  tills  contract,  x  nc  term  Contractor  as  .  .•  .  . .  #  n .  •  •%  ...  . 

used  in  such  clauses  in  any  subcontract  shall  the  Allowing  clause  will  be 

be  deemed  to  refer  to  the  subcontractor  ex-  inserted. 

cept  in  the  phrase  “Government  Prime  Con-  Loading,  Blocking,  and  Bracing 

tractor .  ”  Requirements 

(d)  Upon  determination  that  the  Cope¬ 
land  Act  is  applicable  to  items  of  work  cost-  R  this  contract  provides  for  shipment  by 
ing  $2,000  or  less,  the  Contractor  shall  com-  rah  of  supplies  being  delivered  to  the  Air 
ply  with  the  provisions  of  subparagraphs  (c)  Force  or  to  an  Air  Force  contractor  for  use  to 
(ii),  (v)  and  (vii)  hereof,  except  that  the  the  performance  of  an  Air  Force  contract, 
first  sentence  of  subparagraph  (vii)  shall  the  Contractor  shall,  unless  otherwise  au* 
be  deemed  for  this  purpose  to  refer  only  to  thorized  by  this  contract,  load,  block  and 
the  subparagraphs  entitled  “Eight-Hour  brace  said  supplies  in  accordance  with  the 
Law — Overtime  Compensation,”  “Copeland  methods  and  standards  set  forth  in  Loading 
(Anti-Kickback)  Act— Nonrebate  of  Wages,”  Rules  Pamphlets  of  the  Association  of  Amer- 
and  “Subcontract  Termination.”  lean  Railroads  in  effect  at  the  time  of  ship¬ 

ment.  Such  methods  and  standatf®  shall 
§  1007.2704—2  Patent  indemnity.  Ac-  apply  to  shipments  in  closed  cars,  even 
cording  to  the  requirements  of  §  9.103  of  though  said  loading  rules  do  not  so  state, 
this  title  and  §  1009.103  of  this  chapter,  The  Contractor  will  secure  Loading  Rules 
insert  the  clause  set  forth  in  §  9.103  of  Pamphlets  from  the  Secretary,  Loading  Rules 

this  title,  designated  as  paragraph  (a),  Co“miSe!;  Association  of  American  Rail- 
.  ...*  *  or  ,  roads>  50  East  Van  Buren  Street,  Chicago  5, 

ana  aaa.  m.  Contractor  agrees  to  include  similar  re- 

(b)  The  Indemnity  provided  herein  shall  quirementSs  in  subcontracts  and  purchase 

not  apply  to  any  item  or  parts  thereof  fur-  orders  hereunder  to  which  the  same  apply, 
nlshed  under  this  contract  which  are  not  .  _  _  .  .  .  .  .  .  . 

normally  manufactured  or  supplied  by  the  .  §  1007.^,704-7  Patent  rights.  Accord- 
Contractor  or  with  respect  to  which  the  Con-  ing  to  the  requirements  of  §  9.107  of  this 
tractor  would  customarily  not  indemnify  the  title  and  §  1009.107  of  this  subchapter, 
purchaser.  insert  the  applicable  clause  in  §  9.107  of 

(c)  Contractor  shall  exert  reasonable  ef-  title, 

forts  to  negotiate  for  the  inclusion  in  any 

subcontract  hereunder,  for  items  or  parts  §  1007.2704-8  Priorities,  allocations 

thereof  which  are  normally  manufactured  or  and  allotments.  According  to  the  re¬ 
supplied  by  any  subcontractor  hereunder  or  quirements  of  §  1.308-2  of  this  title,  insert 
with  respect  to  which  such  subcontractor  the  clause  set  forth  in  §  7.104-I8  of  this 
would  customarily  indemnify  the  purchaser,  . 
of  this  patent  indemnity  clause  or  one  not  tiue. 

less  favorable  to  the  Government  than  this  §  1007  2704-9  Approval.  Insert  the 

dause  In  the  event  of  refusal  by  a  sub-  clause  set  forth  in  §  7 .105-2  0f  this  title 

contractor  to  accept  such  a  patent  indem-  whpnpvpr  thp  rnntrnr*  remiires  manual 
nity  clause.  Contractor  shall  procure  the  whenever  the  contract  requires  manual 

approval  in  writing,  of  the  Contracting  Of-  approval,  other  than  by  the  contracting 
ficer  or  his  designee  before  proceeding  with  officer,  before  becoming  effective, 
the  subcontract,  and  shall  cooperate  with  s  mnironn/t  ia 

the  Government  in  the  negotiation  with  4  §  1007.2704-10  Alterations  l n  CM- 

such  subcontractor  of  a  mutually  acceptable  tract.  According  to  requirements  for 
patent  indemnity  clause.  use  Of  §  1007.105—1,  insert  the  clause  set 

§  1007.2704-3  Reporting  of  royalties.  forth  in  §  7105-1  o£  this  title- 
Insert  the  clause  set  forth  in  §  9.110  of  §  1007.2705  Additional  clauses.  The 
this  title,  but  see  §  9.110-2  of  this  title,  following  clauses  may  be  used  when  de- 
§  1007.2704-4  Gratuities.  According  sirable  or  necessary  to  cover  the  subject 
to  the  requirements  of  §  7.104-16  of  this  matter  contained  in  such  clauses: 
title,  insert  the  clause  set  forth  in  that  §  1007.2705-1  Notice  to  the  Govern ■ 
Section.  m.pnt.  nf  Inhnr  ftisniit.ps  Thp  clause  sel 


whereupon  such  Contractor  and  his  sureties 
shall  be  liable  to  the  Government  for  any 
excess  costs  occasioned  the  Government 
thereby. 

(C)  Subparagraphs  (I)  (A)  and  (i)  (B) 
of  this  paragraph  shall  apply  to  this  contract 
to  the  extent  that  it  is  (1)  a  prime  contract 
with  the  Government  subject  to  the  Davis- 
Bacon  Act,  or  (2)  a  subcontract  under  such 
prime  contract. 

(ii)  Eight-hour  laws — Overtime  compen¬ 
sation.  No  laborer  or  mechanic  doing  any 
part  of  the  work  contemplated  by  this  con¬ 
tract  in  the  employ  of  the  Contractor  or  any 
subcontractor  contracting  for  any  part  of 
said  work  contemplated,  shall  be  required 
or  permitted  to  work  more  than  8  hours  in 
any  1  calendar  day  upon  such  work,  except 
upon  the  condition  that  compensation  is 
paid  to  such  laborer  or  mechanic  in  accord¬ 
ance  with  the  provisions  of  this  subpara¬ 
graph.  The  wages  of  every  laborer  and 
mechanic  employed  by  the  Contractor  or  any 
subcontractor  engaged  in  the  performance 
of  this  contract  shall  be  computed  on  A  basic 
day  rate  of  8  hours  per  day  and  work  in  excess 
of  8  hours  per  day  is  permitted  only  upon  the 
condition  that  every  such  laborer  and 
mechanic  shall  be  compensated  for  all  hours 
worked  in  excess  of  8  hours  per  day  at  not 
less  than  one  and  one-half  times  the  basic 
rate  of  pay.  For  each  violation  of  the  re¬ 
quirements  of  this  subparagraph  a  penalty  of 
$5  shall  be  imposed  for  each  laborer  or 
mechanic  for  every  calendar  day  in  which 
such  employee  is  required  or  permitted  to 
labor  more  than  8  hours  upon  said  work 
without  receiving  compensation  computed 
In  accordance  with  this  subparagraph  and 
all  penalties  thus  imposed  shall  be  withheld 
for  the  use  and  benefit  of  the  Government: 
Provided,  That  this  stipulation  shall  be  sub¬ 
ject  in  all  respects  to  the  exceptions  and 
provisions  of  the  Eight-Hour  Laws  as  set 
forth  in  40  U.  S.  C.  321,  324,  325,  325a,  and 
326,  which  relate  to  hours  of  labor  and  com¬ 
pensation  for  overtime. 

(iii)  Apprentices.  Apprentices  will  be  per¬ 
mitted  to  work  only  under  a  bona  fide  ap¬ 
prenticeship  program  registered  with  the 
State  Apprenticeship  Council  which  is  recog¬ 
nized  by  the  Federal  Committee  on  Appren¬ 
ticeship,  U.  S.  Department  of  Labor. 

(iv)  Payroll  records  and  payrolls.  (A) 
Payroll  records  will  be  maintained  during 
the  course  of  the  work  and  preserved  for  a 
period  of  three  years  thereafter  for  all 
laborers  and  mechanics  working  at  the  site 
of  the  work.  Such  records  will  contain  the 
name  and  address  of  each  such  employee, 
his  correct  classification,  rate  of  pay,  daily 
and  weekly  number  of  hours  worked,  deduc¬ 
tions  made,  and  actual  wages  paid.  The 
Contractor  will  make  his  employment  rec¬ 
ords  available  for  inspection  by  authorized 
representatives  of  the  Contracting  Officer 
and  the  U.  S.  Department  of  Labor,  and  will 
permit  such  representatives  to  interview  em¬ 
ployees  during  working  hours  on  the  Jcb. 

(B)  A  certified  copy  of  all  payrolls  will 
be  submitted  weekly  to  the  Contracting  Of¬ 
ficer.  The  Government  Prime  Contractor 
will  be  responsible  for  the  submission  of 
certified  copies  of  the  payrolls  of  all  sub¬ 
contractors.  The  certification  will  affirm 
that  the  payrolls  are  correct  and  complete, 
that  the  wage  rates  contained  therein  are 
not  less  than  the  applicable  rates  contained 
in  the  wage  determination  decision  of  the 
Secretary  of  Labor  attached  to  this  contract, 
and  that  the  classifications  set  forth  for 
each  laborer  or  mechanic  conform  with  the 
work  he  performed. 

(v)  Copeland  ( Anti-Kickback )  Act — Non¬ 
rebate  of  wages.  The  regulations  of  the 
Secretary  of  Labor  applicable  to  contractors 
and  subcontractors  (29  CFR,  Part  3) ,  made 
pursuant  to  the  Copeland  Act,  as  amended 
(40  U.  S.  C.  276c),  and  to  aid  in  the  en¬ 
forcement  of  the  Anti-Kickback  Act  (18 
U.  S.  Cr  874)  are  made  a  part  of  this  contract 
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,  1007.2705-2  Authorization  and  con- 
tent  The  clause  set  forth  in  §  9.106  of 
title  may  be  inserted. 

1 1007.2705-3  General.  Any  other 
clause  authorized  by  Chapter  I  of  this 
title  and  this  chapter,  in  accordance  with 
instructions  for  use,  may  be  used  when 
necessary  or  desirable  to  cover  the  sub¬ 
ject  matter  contained  in  such  clause. 

SUBPART  BB — CLAUSES  FOR  SHORT-FORM 
FACILITIES  CONTRACTS 

§  1007.2802  Definition.  As  /  used 
throughout  this  subpart,  the  term 
“Short-form  facilities  contract”  shall 
mean  any  contract,  separate  from  any 
supply,  service,  or  research  and  develop¬ 
ment  contract,  and  involving  no  cost  re¬ 
imbursable  by  the  Government,  whereby 
industrial  facilities,  -  as  defined  in 
5 13.101-6  of  this  title,  are  furnished  by 
the  Air  Force  to  contractors,  subcon¬ 
tractors,  or  suppliers  contingent  upon 
there  being  a  special  agreement  in  the 
procurement  contract  for  the  furnishing 
of  such  facilities. 

5  1007.2803  Required  clauses.  The 
following  clauses  shall  be  inserted  in  all 
short  form  facilities  contracts: 

§  1007.2803-1  Definitions.  Insert  par¬ 
agraphs  (a)  and  (b)  of  the  clause  set 
forth  in  §  7.103-1  of  this  title. 

§  1007.2803-2  Facilities  to  be  fur¬ 
nished.  Insert  the  following  clause : 

Facilities  to  be  Furnished 

(a)  Government-owned  facilities  to  be 
furnished  are  set  forth  in  the  schedule. 
Such  property  shall  become  subject  to  all 
the  terms  and  conditions  hereof  upon  re¬ 
ceipt  thereof  by  the  Contractor  unless  other¬ 
wise  provided  in  the  schedule. 

(b)  Such  facilities  shall  be  provided  with¬ 
out  warranty  express  or  implied  on  the  part 
of  the  Government  as  to  serviceability  or 
fitness  for  use,  subject  to  the  right  of  the 
Contractor  seasonably  to  inspect  and  reject 
the  same  for  good  and  sufficient  reason.  All 
personal  property  included  in  the  facilities 
provided  pursuant  to  this  contract  not  pres¬ 
ently  located  at  the  location  specified  in  the 
schedule  will  be  delivered  to  the  Contractor 
at  such  location  or  at  the  point  nearest 
thereto  that  raU  carrier  service  is  available 
as  soon  as  practicable  after  the  date  this 

1  contract  becomes  effective, '  transportation 
charges  prepaid. 

§  1007.2803-3  Factual  appendices.  In¬ 
sert  the  following  clause: 

Factual  Appendices 

Within  3  months  after  the  date  this  con- 
[  tract  becomes  effective,  and  at  3 -month  in¬ 
tervals  thereafter  during  the  life  of  this  con¬ 
tract,  Contractor  shall  submit  a  list  of  the 
facilities  provided  hereunder  and  not  pre¬ 
viously  listed,  together  with  a  list  of  any 
necessary  ✓changes  or  deletions  of  items  on 
previous  lists:  Provided,  however.  That  no 
such  lists  shall  be  required  for  any  period 
in  which  there  have  been  no  additions  to  or 
changes  or  deletions  of  previous  listings, 
f  Such  lists  will  be  identified  as  “Factual  Ap¬ 
pendix  A”  to  this  contract  or  supplements 
to  such  appendix.  They  will  contain  a  list 
of  Government-furnished  property  provided 
hereunder  and  shall  be  in  the  form  to  be 
agreed  upon  between  the  Contractor  and  the 
Contracting  Officer.  Such  lists  shall  be  certi¬ 
fied  as  correct  by  a  responsible  representative 
of  the  Contractor.  Upon  approval  and  dis- 
I  trtbution  thereof  such  lists  shall  be  consid¬ 
ered  incorporated  herein  by  reference,  it  be- 
hig  understood,  however,  that  such  lists  will 
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be  binding  upon  the  parties  hereto  only  to 
the  extent  that  they  do  not  conflict  with 
the  supporting  documentation. 

§  1007.2803-4  Reports  to  be  furnished 
by  the  contractor.  Insert  the  clause  set 
forth  in  §  1007.2703-4. 

§  1007.2803-5  Use  and  charges  there¬ 
for.  Insert  the  clause  set  forth  in 
§  1007.2703-5  (a) . 

§  1007.2803i6  Taxes  and  utilities.  In¬ 
sert  the  clause  set  forth  in  §1007.2703-7. 

§  1007.2803-7  Inspection  and  access. 
Insert  the  fallowing  clause: 

Inspection  and  Access 

The  Government  shall  at  all  reasonable 
times  have  access  to  the  premises  wherein 
any  of  the  facilities  provided  hereunder  are 
located  for  the  purpose  of  Inspecting  and 
inventorying  the  same,  of  removing  them  as 
authorized  hereunder,  or  for  determining 
compliance  with  the  terms  of  this  contract. 

§  1007.2803-8  Records.  Insert  the 
following  clause: 

Records 

The  Contractor  agrees  to  maintain  ade¬ 
quate  property  control  records  and  a  sys¬ 
tem  of  identification  of  the  facilities 
provided  hereunder  in  accordance  with  the 
provisions  of  the  “Manual  for  Control  of 
Government  Property  in  Possession  of  Con¬ 
tractors”  in  effect  on  the  date  of  this  con¬ 
tract.  As  part  of  such  control  system. 
Contractor  shall  take  a  physical  inventory 
of  the  facilities  provided  hereunder  at  least 
once  a  year.  A  certificate  of  such  inventory 
listing  and  properly  Identifying  all  losses 
and  damages  which  have  occurred  since  the 
taking  of  the  last  previous  inventory  shall 
be  delivered  to  the  Contracting  Officer  upon 
the  completion  of  each  such  inveintory. 

§  1007.2803-9  Termination.  Insert 
paragraphs  (a)  and  (b)  of  the  clause  set 
forth  in  §  1007.2703-13,  and  add  the  fol¬ 
lowing  paragraphs  (c)  and  (d) : 

(c)  Within  30  days  after  the  effective  date 
of  a  total  or  'partial  termination  of  this  con¬ 
tract,  the  Contractor  shall  account  for  all 
facilities  with*respect  to  which  the  contract 
is  terminated.  Within  90  days  after  the  Con¬ 
tractor  accounts  for  such  facilities,  the  Con¬ 
tracting  Officer  shall  notify  the  Contractor  as 
to'  the  disposition  of  such  facilities.  The 
Contractor  thereupon  shall,  as  directed  by 
the  Contracting  Officer,  prepare,  protect,  re¬ 
move,  or  ship  such  facilities  and  in  connec¬ 
tion  therewith  shall  clean,  drain  all  coolants 
from,  cover  with  light  preservatives,  perform 
necessary  crating  and  skidding,  and  load  on 
cars  Q.r  trucks  in  accordance  with  the  require¬ 
ments  of  the  carrier  such  item  or  items  of 
property  so  that  such  property  will  reach  the 
destination  specified  in  good  condition,  and 
such  work  shall  be  performed  at  no  cost  to 
the  Government,  except  to  the  extent  that 
such  costs  may  be  reimbursed  under  other 
contracts  between  the  parties  hereto.  Trans¬ 
portation  from  the  location  where  the  prop¬ 
erty  is  located  or  point  nearest  thereto  that 
rail  carrier  service  is  available  shall  be  by 
Government  bill  of  lading. 

If  the  Contracting  Officer  fails  to  notify 
the  Contractor  as  to  disposition  of  the  facili¬ 
ties  within  the  ninety  (90)  day  period,  herein 
provided,  the  Contractor  may,  upon  reason¬ 
able  notice  to  the  Government,  remove  and 
store  elsewhere  at  Government  risk  and  ex¬ 
pense  any  of  the  terminated  facilities  which 
may  be  located  within  the  premises  of  the 
Contractor.  The  Government  shall  have  a 
corresponding  right,  upon  reasonable  notice, 
to  remove  and  place  in  storage  for  the  ac¬ 
count  of  the  Contractor  any  property,  title 
to  which  is  not  in  the  Government  which  has 
not  been  removed  from  any  Government- 


owned  plant  or  building  provided  hereunder 
at  the  time  of  the  surrendering  of  posses¬ 
sion  thereof. 

(d)  Any  termination  under  the  provisions 
of  this  clause  shall  be  without  cost  to  the 
Government.  / 

§  1007.2803-10  Continuing  plant 
clearance.  Insert  the  following  clause: 

Continuing  Plant  Clearance 

(a)  The  Contractor  shall  notify  the  Con¬ 
tracting  Officer  whenever  it  is  determined 
that  any  property  provided  hereunder  is  ex¬ 
cess  to  the  requirements  of  the  using  Govern¬ 
ment  contracts  or  is  worn  out,  obsolete, 
damaged,  or\>therwise  unserviceable  (wheth¬ 
er  or  not  under  circumstances  rendering  the 
Contractor  liable  therefor) .  The  Contracting 
Officer  may  permit  any  portion,  or  all,  of 
such  property  under  the  contract  to  remain 
in  the  possession  of  the  Contractor  pending 
total  or  partial  termination  thereof  or  may 
from  time  to  time  require  the  Contractor 
to  dispose  of  such  facilities  as  provided  in 
paragraph  (c)  of  the  clause  entitled  “Termi¬ 
nation”  of  this  contract. 

(b)  The  Government  may  but  Is  not  ob¬ 
ligated  to  replace  any  items  disposed  of  pur¬ 
suant  to  the  provisions  of  paragraph  (a) 
hereof. 

(c)  With  the  approval  of  the  Contracting 
Officer,  the  Contractor  may  purchase  any  un¬ 
serviceable  property  including  scrap  to  be 
disposed  of  pursuant  to  the  terms  of  this 
clause  upon  such  terms  and  conditions  as 
the  Contracting  Officer  may  approve.  Pay¬ 
ments  due  for  any  such  purchases  shall  be 
paid  in  such  manner  as  the  Contracting  Offi¬ 
cer  may  direct.,. 

§  1007.2803-11  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.2803^12  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2803-13  Eight-hour  law  of  1912. 
Insert  the  clause  set  forth  in  §  12.303-1 
of  this  title. 

j  / 

§  1007.2803-14  Nondiscrimination.  In¬ 
sert  the  clause  set  forth  in  §  12.804  of 
this  title. 

§1007.2803-15  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19  of 
this  title. 

§  1007.2803-16  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  «et  forth 
in  §  7.103-20  of  this  title. 

§  1007.2803-17  Title.  Insert  the  fol¬ 
lowing  clause: 

Title 

Title  to  all  property  furnished  by  the  Gov¬ 
ernment  hereunder  shall  remain  in  the  Gov¬ 
ernment  and  such  property  shall  remain 
personalty  although  affixed  to  realty  not  be¬ 
longing  to  the  Government. 

§  1007.2803-18  Possession.  Insert 
the  clause  set  forth  in  §  1007.2703-26. 

§  1007.2803-19  Liability  for  Govern¬ 
ment-owned  property.  Insert  the  clause 
set  forth  in  1  1007.2703-27. 

§  1007.2803-20  Maintenance.  Insert 
the  clause  set  forth  in  §  1007.2703-28. 

§  1007.2803-21  Right  of  diversion. 
Insert  the  following  clause : 

Right  op  Diversion 

The  Government  reserves  the  right  when 
it  is  determined  by  the  Air  Force  to  be  in  the 
best  Interests  of  the  Government,  to  divert 
any  or  all  of  the  facilities  furnished  to  the 
Contractor  hereunder  to  locations  other  than 
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those  specified  In  this  contract.  When  any 
such  diversion  is  effected,  the  Contracting 
Officer  may  require  the  Contractor  forthwith 
to  dispose  of  the  diverted  facilities  in  its 
possession  as  provided  in  paragraph  (c)  of 
the  clause  hereof  entitled  “Termination.” 

§  1007.2803-22  Responsibility  for 
damages.  Insert  the  clause  set  forth  in 
§  1007.2703-30  omitting  paragraph  (b), 
and  redesignating  paragraph  (c),  “(b)”. 

§  1007.2803-23  Reservation  of  rights. 
Insert  the  clause  set  forth  in  §  1007.2703- 
31. 

§  1007.2804.  Clauses  to  be  used  when 
applicable. 

§  1007.2804-1  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.2804-2  Government  bills  of 
lading.  Insert  the  clause  set  forth  in 
§  1007.2704-6. 

§  1007.2804-3  Loading,  blocking,  and 
bracing  requirements.  Insert  the  clause 
set  forth  in  §  1007.2704-7. 

§  1007.2804-4  Approval.  Insert  the 
clause  set  forth  in  §  7.105-2  of  this  title, 
whenever  the  contract  requires  manual 
approval  other  than  by  the  contracting 
officer  before  becoming  effective. 

§  1007.2804-5  Alterations  in  contract. 
According  to  the  requirements  for  use  of 
§  1007.105-1,  insert  the  clause' set  forth 
in  §  7.105-1  of  this  title. 

SUBPART  CC — LEASES  OF  MACHINE  TOOLS  AND 
OTHER  PRODUCTION  EQUIPMENT 

§  1007.2904  Cover  page,  introductory 
recitals,  and  signature  page. 

§  1007.2904-1  Cover  page.  The  fol¬ 
lowing  will  be  the  arrangement  and  pro¬ 
visions  of  the  cover  page  for  leases  of 
machine  tools  and  other  production 
equipment. 

Contract  No.  _ _ . 

Facilities  Lease  Agreement 
Between 

The  United  States  of  America 
(Department  of  the  Air  Force) 
(Lessor) 
and 


(Lessee) 


(Address) 

Issuing  Office: 

Address : 

Contract  for:  Lease  of  Machinery  and  Equip¬ 
ment. 

Administrative  Data: 

Office  of  USAF  Administration:  The _ _ 

will  have  overall  administrative  responsi¬ 
bility  for  this  lease. 

This  lease  has  been  authorized  under  Pub¬ 
lic  Law  364,  80th  Congress. 

§  1007.2904-2  Introductory  recitals. 
The  following  will  be  the  introductory 
recitals  for  leases  of  machine  tools  and 
other  production  equipment. 

Government-Owned  Equipment  Rental 
Agreement 

This  Agreement,  entered  into  this _ day 

of - 19 _ _  by  the  United  States  of 

America,  hereinafter  called  the  Government, 
represented  by  the  Contracting  Officer  execu¬ 
ting  this  lease,  and _ _  a  corpora¬ 

tion  organized  and  existing  under  the  law9 


RULES  AND  REGULATIONS 

of  the  state  of  and  having  its  prin¬ 
cipal  office  at _ _ _ _ _  hereinafter  called 

the  Lessee, 

Witnesseth  That:  Whereas  the  Government 
is  the  owner  of  certain  machine  tools  and 
other  items  of  production  equipment  under 
the  control  of  the  Department  of  the  Air 
Force  which  are  listed  on  Appendix  “A”  an¬ 
nexed  hereto,  herein  sometimes  designated 
as  the  “leased  property”; 

Whereas  it  has  been  determined  that  such 
machine  tools  and  other  items  of  production 
equipment  are  not  surplus  to  the  needs  of 
the  Department  of  the  Air  Force  within  the 
meaning  of  the  Act  of  October  3,  1944  (58 
Stat.  765),  but  are  not  for  the  time  being 
required  for  public  use; 

Whereas  in  the  judgment  of  the  Secretary 
of  the  Air  Force  the  execution  of  this  lease 
will  promote  the  national  defense  and  will  be 
advantageous  to  the  Government; 

Whereas  this  lease  is  made  under  the  au¬ 
thority  of  the  Act  of  August  5,  1947,  (61 
Stat.  774;  5  U.  S.  C.  6265-3); 

Now,  therefore,  the  parties  do  mutually 
agree  as  follows: 

§  1007.2S04-3  Signature  page.  The 
following  will  be  the  arrangement  and 
provisions  of  the  signature  page  for 
leases  of  machine  tools  and  other  pro¬ 
duction  equipment. 

In  witness  whereof,  the  parties  hereto 
have  executed  this  lease  as  of  the  day  and 
year  first  above  written. 

Two  witnesses: 


The  United  States  of  America, 

By  . . . 

(Contracting  Officer) 

(Lessee) 

By  . 


(Business  address)  , 

Note.  Type  or  print  names  under  all 
signatures. 

Certificate 


I, _ _  certify  .that  I 

am  the _ of  the 


corporation  named  as  Lessee  herein;  that 

_ _  who  signed  this 

contract  on  behalf  of  the  Lessee,  was  then 
_ g, _ of  said  corpora¬ 
tion;  that  said  lease  was  duly  signed  for  and 
in  behalf  of  said  corporation  by  authority 
of  its  governing  body,  and  is  within  the  scope 
of  its  corporate  powers. 

_ (Corporate  Seal) 

(Signature) 

§  1007.2905  Required  clauses.  The 
following  clauses,  consecutively  num¬ 
bered  with  Roman  numerals  preceded 
by  the  word  “Clause”,  will  be  inserted  in 
all  leases  of  machine  tools  and  other  pro¬ 
duction  equipment. 

§  1007.2905-1  Leased  property. 

Leased  Property 

The  Government  hereby  leases  and  agrees 
to  deliver  to  the  lessee,  and  the  lessee  agrees 
to  accept  upon  all  the  terms  and  conditions 
and  for  the  purpose  hereinafter  set  forth,  the 
machine  tools  and  other  items  of  production 
equipment  listed  in  Appendix  "A”,  attached 
hereto  and  made  a  part  hereof.  The  parties 
may,  from  time  to  time,  by  mutual  agree¬ 
ment,  include  under  this  lease  additional 
items  of  machine  tools  and  other  production 
equipment  by  amendment  of  Appendix  “A”. 

§  1007.2905-2  Term. 

Term 

The  term  of  this  lease  shall  commence  on 
the _ _ _ _ day  of _ .......... 


19__,  and  shall  end  on  the _ _ , 

of - -  19--,  unless  sooner  term/ 

nated  as  herein  provided. 


§  1007.2905-3  Delivery. 

Delivery 


As  soon  as  practicable  after  the  date  at 
this  lease,  the  leased  property,  to  the  extent 
not  heretofore  delivered  to,  or  placed  in  cu». 
tody  of  the  lessee,  shall,  at  the  option  of  the 
Government,  be  delivered  to  the  lessee  Fob 
cars,  lessee’s  plant  at 


or  on  cars  at  a  railroad  siding  nearest  said 
plant,  or  FOB  truck  at  lessee’s  plant. 


§  1C07.2905-4  Disclaimer  of  warranty. 

Disclaimer  of  Warranty 


The  leased  property  is  furnished  without 
warranty,  express  or  implied,  on  the  part  of 
the  Government  as  to  serviceability  or  fit. 
ness  for  use,  provided  however,  that  the 
lessee  shall  at  any  time  not  later  than  thirty 
days  after  delivery  have  the  right  to  inspect 
and  reject  the  same  or  any  part  thereof  for 
good  and  sufficient  reason  relative  to  the 
condition  of  the  leased  property. 


§  1007.2905-5  Use  of  leased  property, 

Use  of  Leased  Property 


The  lessee  may  use  the  leased  property 
for  all  legal  .purposes,  provided  however, 
subject  to  the  provisions  of  any  other  appli¬ 
cable  priority  system  established  by  the 
Government,  that  the  lessee  shall  not  use 
the  leased  property,  or  any  part  thereof,  for 
work  which  would  interfere  materially  with 
the  performance  of  Government  contracts 
or  subcontracts  and  provided  further  that 
first  priority  will  be  given,  with  due  regard 
to  existing  commitments,  to  Air  Force  con¬ 
tracts  and  subcontracts. 


§  1007.2905-6  Rental. 

Rental 


(a)  The  lessee  shall  pay  rent  for  the  leased 
property  at  the  monthly  rental  rate  of  acqui¬ 
sition  cost  specified  in  Appendix  “A”.  Such 
rent  shall  begin  with  respect  to  said  item  at 
the  beginning  of  the  term  of  this  lease  as  set 
forth  in  Clause  II  hereof  or  upon  date  of 
delivery  of  such  item  to  the  lessee  whichever 
is  later  and  shall  continue  to  the  date  on 
which  this  lease  expires  or  is  terminated  with 
respect  to  said  item  or  items  of  leased  prop¬ 
erty;  provided,  however,  that  such  rental 
shall  commence  upon  the  date  when  the  item 
is  placed  in  a  usable  condition  in  those  cases 
wherein  an  item  is  unusable  as  a  result  of 
need  for  repairs  and/or  parts  replacements 
at  the  time,  when  rental  would  otherwise  be¬ 
gin.  Rent  accruing  during  the  month  of 
delivery  of  any  item  or  items  of  leased  prop¬ 
erty  and  the  month  in  which  such  item  or 
items  of  leased  property  are  returned  to  the 
Government  shall  be  prorated  on  the  basis 
of  a  thirty-day  month.  Rental  payments 
shall  be  made  for  rental  due  and  owing  for 
each  calendar  quarterly  period  during  tbs 
term  of  this  lease  not  later  than  the  10th 
day  of  the  month  following  such  calendar 
quarter.  Said  rental  payment  shall  be  made 
by  check  payable  to  the  Treasurer  of  the 
United  States  and  shall  be  mailed  or  delivered 
to  the  Contracting  Officer  or  such  other  per¬ 
son  as  may  be  designated  by  the  Contracting 
Officer  for  transmittal  to  the  appropriate  ac¬ 
counting  officer,  accompanied  by  a  statement 
in  triplicate  explaining  the  amount  of  each 
payment. 

(b)  The  lessee  shall  as  soon  as  practicable 
notify  the  Contracting  Officer  of  the  date  or 
dates  upon  which  the  items  to  be  leased  were 
or  are  received  by  it  and  will  advise  the  Con¬ 
tracting  Officer  of  any  items  that  were  or 
are  not  in  a  usable  condition  as  a  result  of 
the  need  for  repairs  and/or  parts  replace¬ 
ment  at  the  time  of  receipt  and,  subject  to 
the  provisions  of  Clause  IV  hereof,  that  such 
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habilitation  will  be  made.  In  this  event 
m  lessee  agrees  to  undertake  the  rehabilita- 
“L  thereof  forthwith,  and  to  notify  the 
contracting  Officer  of  the  date  when  the  re¬ 
habilitation  fit  each  such  item  is  completed, 
such  dates  shall  be  subject  to  verification  and 
approval  by  the  Contracting  Officer. 

§  1007.2905-7  Liability  and  risk  of 

[  Liability  and  Risk  of  Loss 

(a)  The  leased  property  shall  be  returned 
!  t,v  the  lessee  to  the  Government  in  good 

operating  condition,  fair  wear  and  tear  ex¬ 
cepted,  provided  however,  that  the  lessee 
shall  not  be  responsible  for  any  loss,  de¬ 
struction,  or  damage  to  the  leased  property 
•  fgguiting  from  hostile  or  warlike  action,  in- 
:  jading  action  in  hindering,  combating  or  de¬ 
fending  against  an  actual,  impending,  or  ex- 
pected  attack  by  any  government  or  sovereign 
power  (de  jure  or  de  facto),  or  by  any  au¬ 
thority  using  military,  naval,  or  air  forces, 
or  by  any  agent  of  any  such  government, 
power,  authority,  or  forces. 

(b)  The  lessee  agrees  to  maintain  such  in* 
surance,  in  such  amounts  and  in  such  form, 
as  the  Contracting  Officer  may  direct  with 
respect  to  any  risks  or  perils  for  which  the 
lessee  is  responsible  hereunder,  and  which 
is  customarily  covered  by  insurance  (or  by  a 
reserve  for  self-insurance)  in  accordance  with 
the  normal  practice  of  the  lessee  or  the  pre¬ 
vailing  practice  of  the  industry  in  which  the 
lessee  is  engaged  with  respect  to  similar  prop¬ 
erty  in  the  same  general  locale. 

§  1007.2905-8  Maintenance. 

Maintenance 

The  lessee  shall  preserve  and  maintain 
the  leased  property  in  good  operating  con¬ 
dition,  including  the  making  of  repairs  and 
replacement  of  parts,  in  accordance  with 
sound  industrial  practice,  except  when  loss, 
damage,  or  destruction  is  caused  by  or  re¬ 
sults  from  risks  or  perils  for  which  the 
lessee  is  not  liable  under  Clause  VII  of  this 
lease.  If  the  leased  property  is  delivered 
in  other  than  good  operating  condition,  and 
not  rejected  as  provided  in  Clause  IV,  the 
lessee  shall  place  the  leased  property  in 
good  operating  condition.  The  costs  of  such 
rehabilitation  will  be  borne  by  the  lessee 
except  to  the  extent  that  such  costs  are 
'otherwise  reimbursable  under  a  contract 
with  the  Government  or  a  subcontract 
thereunder. 

S  1007.2905-9  Termination. 

Termination 

(a)  The  lease  may  be  terminated  by  the 
Government  at  any  time,  without  advance 
notice  to  lessee,  as  to  any  or  all  of  the  leased 
property.  The  Government  shall  endeavor 
to  furnish  to  the  lessee  thirty  (30)  days 
written  notice  of  such  termination.  The 
lessee  may  terminate  this  lease  in  whole  or 
part,  at  any  time  upon  thirty  (30)  days 
notice,  or  without  such  notice,  in  whole, 
hit  not  in  part,  in  the  event  of  partial 
termination  by  the  Government  as  herein 
provided. 

(b)  The  Government  may  terminate  this 
lease  for  default  of  the  lessee  upon  the 
failure  of  the  lessee  to  perform  any  of  the 
terms  and  conditions  hereof,  provided  the 

j ■  Contracting  Officer  has  given  the  lessee 
\  notice  in  writing  specifying  such  failure 
and  the  lessee  has  not  cured  such  failure 
within  10  days  (or  such  longer  period  as 
the  Contracting  Officer  may  authorize  in 
writing)  after  receipt  of  such  notice.  Ter¬ 
mination  for  default  shall  take  effect  im¬ 
mediately  upon  notice  thereof  to  the  lessee. 

1 1007.2905-10  Disposition. 

Disposition 

‘  (a)  Immediately  upon  total  or  partial  ter- 

'  mination  or  expiration  of  this  lease  or  upon 


notice  to  the  Government  of  the  rejection  of 
any  item  or  items  of  the  leased  property  in 
accordance  with  Clause  IV,  lessee  shall,  at  its 
own  expense,  inspect  and  prepare  such  Item 
or  items  feu:  shipment  in  accordance  with 
specifications  and  instructions  set  forth  in 
the  attached  schedule,  as  directed  by  the 
Contracting  Officer.  Within  ninety  (90)  days 
after  total  or  partial  termination,  expiration, 
or  notice  to  the  Government  of  rejection, 
the  Government  shall  furnish  the  lessee  in¬ 
structions  as  to  the  place  to  which  the  item 
or  items  affected  thereby  shall  be  shipped, 
and  the  means  of  transportation  thereto. 
Within  ten  (10)  days  thereafter  or  such 
longer  time  as  the  Contracting  Officer  may 
allow,  the  lessee  shall,  also  at  its  own  ex¬ 
pense,  ship  the  items  in  accordance  with 
applicable  provisions  of  the  specifications 
and  instructions  set  forth  in  the  attached 
schedule.  Transportation  costs  shall  be 
borne  by  the  Government,  except  as  other¬ 
wise  provided  herein.  In  lieu  of,  or  In  addi¬ 
tion  to,  the  foregoing,  the  lessee  shall  per¬ 
form  such  other  work  with  respect  to  the 
aforesaid  item  or  items  of  leased  property  as 
the  Contracting  Officer  may  direct:  Pro¬ 
vided,  however.  That  the  lessee  shall  be  re¬ 
imbursed  by  the  Government  for  the  cost 
of  performance  of  such  other  work.  If  the 
lessee  has  received  no  instructions  from  the 
Government  with  respect  to  the  disposition 
of  the  leased  property  within  ninety  (90) 
days  after  termination,  expiration  or  rejec¬ 
tion,  as  provided  herein,  the  lessee  shall 
maintain  said  property  in  good  condition  in 
storage  at  the  lessee’s  plant  or  premises  or 
at  the  nearest  storage  facility  at  the  expense, 
or  for  the  account,  of  the  Government. 

(b)  In  the  event  of  termination  for  de¬ 
fault,  the  lessee  shall  bear  all  the  costs  of 
transportation  of  the  leased  property  from 
the  plant  or  premises  of  the  lessee  to  the 
Government  at  such  place  within  the  conti¬ 
nental  United  States  as  shall  be  designated 
by  the  Contracting  Officer.  , 

§  1007.2905-11  Location  of  leased 
property. 

'  Location  of  Leased  Property 

The  leased  property  shall  be  located  at 

_ _  Except  as  otherwise 

provided  in  Clause  X  of  this  lease  and  except 
for  the  purpose  of  protecting  or  repairing  the 
leased  property,  the  lessee  shall  not  remove 
the  leased  property  from  the  above-men¬ 
tioned  location. 

§  1007.2905-12  Title. 

Title 

Title  to  the  leased  property  is  and  shall 
remain  in  the  Government  and  title  thereto 
shall  not  be  affected  by  the  incorporation  or 
attachment  thereof  to  any  property  not 
owned  by  the  Government,  nor  shall  such 
leased  property  or  any  part  thereof  be  or 
become  a  fixture  or  lose  its  identity  as  per¬ 
sonalty  by  reason  of  affixation  to  any  realty. 
The  lessee  shall  not  pledge,  assign,  transfer, 
lease,  sublet  or  subcontract  nor  part  with  the 
possession  of  the  property  leased  hereunder, 
in  any  manner  whatsoever,  either  directly  or 
indirectly:  nor  shall  the  lessee  wilfully  do  or 
suffer  anything  whereby  the  leased  property 
shall  or  may  be  seized,  taken  in  execution, 
impounded,  attached,  damaged,  or  destroyed. 

§  1()07. 2905-13  Reports  to  be  fur¬ 
nished  by  the  lessee. 

Reports  To  Be  Furnished  by  the  Lessee 

The  lessee,  insofar  as  it  is  able,  shall  fur¬ 
nish  the  Government,  upon  written  request 
therefor,  such  reports,  estimates  and  other 
information  regarding  the  property  leased 
hereunder  as  the  Contracting  Officer  finds 
necessary  and  reasonable,  including  such  rec¬ 
ords  and  data  with  respect  to  such  leased 
property  as  may  be  required  by  the  Contract¬ 
ing  Officer  for  industrial  planning  or  other 


purposes.  Requests  for  such  reports,  esti¬ 
mates  and  other  information  shall  set  forth 
the  nature  of  the  Information  sought  and 
the  form  in  which  such  Information  is  to  be 
furnished. 

§  1007.2905-14  Taxes. 

Taxes 

The  lessee  agrees  to  pay  to  proper  authority, 
when  and  as  same  become  due  and  payable, 
all  taxes,  assessments  and  similar  charges 
which  are  properly  and  legally  taxed,  assessed- 
and  imposed  on  the  lessee’s  interest  made  or 
created  pursuant  to  the  provisions  of  this 
lease,  with  respect  to  part  or  all  of  the  leased 
property  provided  hereunder,  or  the  use 
thereof. 

§  1007.2905-15  Marking  and  identifi¬ 
cation. 

Marking  and  Identification 

The  lessee  shall  maintain  adequate  prop¬ 
erty  control  records  and  a  marking  and  iden¬ 
tification  system  in  accordance  with  the  pro¬ 
visions  set  forth  in  the  "Manual  for  Control 
of  Government  Property  in  Possession  of 
Contractors’*  and  shall  comply  with  the  pro¬ 
visions  of  said  Manual.  The  Government 
shall  have  the  right  to  enter  the  lessee’s 
premises  at  reasonable  times  to  inspect  the 
records  and  identifications  required  under 
this  clause. 

§  1007.2905-16  Access  to  leased  prop¬ 
erty. 

Access  to  Leased  Property 

The  Government  shall  at  all  times  h^ve 
access  to  the  place  or  places  wherein  the 
leased  property  is  located  for  the  purpose  of 
inspection  and  inventory  of  the  leased  prop¬ 
erty,  or  for  the  purpose  of  removing  such 
property  in  the  event  of  the  lessee’s  failure 
to  return  such  property  to  the  Government 
as  may  be  required  under  the  terms  of  this 
lease. 

§  1007.2905-17  Responsibility  for 
damages. 

Responsibility  for  Damages 

The  Government  shall  not  be  responsible 
for  damages  to  property  of  the  lessee  or  of 
other  persons  or  for  personal  injury  to  or 
death  of  the  lessee’s  officers,  agents,  servants, 
or  employees,  or  any  other  person,  arising 
from  or  incident  to  the  possession  and  use 
of  any  of  the  property  leased  herein,  from 
any  cause  whatever,  and  the  lessee  shall 
save  the  Government  harmless  from  such 
claims;  provided,  that  nothing  in  this  clause 
shall  be  deemed  to  affect  any  liability  of 
the  Government  to  its  own  employees. 

§  1007.2905-18  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title. 

§  1007.2905-19  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.2905-20  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.2905-21  Eight-hour  law  of  1912 . 
Insert  the  clause  set  forth  in  §  12.303-1 
of  this  title.  / 

§  1007.2905-22  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.2905-23  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

S  1007.2905-24  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.2905-25  Approval.  Insert  the 
*  clause  set  forth  in  §  7.105-2  of  thi?  title. 


RULES  AND  REGULATIONS 


(b)  Performance  bond.  If  the  contra 
price  exceeds  $2,000,  the  Contractor  furth 
agrees  to  furnish  a  performance  bond  ml 
good  and  sufficient  surety  or  sureties 
ceptable  to  the  Government  in  connect! 
with  the  performance  of  work  under  tv1 
contract  on  Standard  Form  25  or  Standard 
Form  27.  The  penal  sum  of  such  perform* 
ance  bond  shall  be  equal  to  the  penal  sum^ 
the  payment  bond  unless  otherwise  specific 
herein. 

(c)  Any  bonds  required  hereunder  wffibi 
dated  as  of  the  same  date  as  the  contract  and 
will  be  furnished  by  the  Contractor  to  a* 

contract 


SUBPART  EE— CLAUSES  FOR  CONSTRUCTION 
CONTRACTS 

§  1007.3103  Required  clauses.  Con¬ 
struction  contracts  will  consist  of  stand¬ 
ard  clauses,  and,  in  addition,  the  follow¬ 
ing  additional  general  provisions. 

§  1007.3103-1  Alterations  in  contract. 
Insert  the  clause  set  forth  in  §  7.105-1  of 
this  title,  and  specify  therein  that. 
“Clause  6  (Disputes) ,  13  (Patent  Indem¬ 
nity)  ,  and  19  (Nondiscrimination  in  Em¬ 
ployment)  of  the  contract  are  deleted 
and  replaced  by: - 

(a)  Insert  numbered  6,  the  complete 
text  of  the  Disputes  clause  set  forth  in 
§  7.103-12  of  this  title,  changing  the  word 
“Secretary,”  which  appears  twice  there¬ 
in  to  read,  “head  of  the  department.” 

(b)  Insert,  numbered  13,  the  complete 
text  of  the  Patent  Indemnity  clause  set 
forth  in  §  9.103-2  of  this  title,  or  one  of 
the  other  clauses  set  forth  in  §  9.103  of 
this  title  if  more  appropriate. 

(c)  Insert,  numbered  19,  the  complete 

text  of  the  Nondiscrimination  in  Em¬ 
ployment  clause  set  forth  in  §  12.802  of 
this  title.  , 

The  text  of  any  other  alterations  made 
in  any  printed  or  typewritten  contract 
will  be  set  forth  in  this  clause.  This 
clause  will  be  used  only  for  the  purpose 
of  describing  additions,  deletions,  or 
changes,  and  will  not  be  used  to  set  forth 
additional  clauses. 

§  1007.3103-2  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8 
of  this  title. 

§  1007.3103-3  Federal,  State,  and  local 
taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.3103-4  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  8.703  of  this  title. 

§  1007.3103-5  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  Insert  the  clause 
set  forth  in  §  7.105-3  of  this  title. 

§  1007.3103-6  Government-furnished 
property.  Insert  the  clause  set  forth  in 
§  13.502  of  this  title  with  modifications 
appropriate  to  the  following: 

(a)  Construction  contracts  entered 
into  and  administered  by  the  base  pur¬ 
chasing  and  contracting  officer  will  be 
modified  as  follows: 

(1)  Delete  the  second  and  third  sen¬ 
tence  of  paragraph  (c)  appearing  in 
§  13.502  of  this  title  and  insert  in  lieu 
thereof,  “Accountable  records  applicable 
to  this  contract  will  be  established  and 
maintained  by  the  Installations  Engineer 
in  accordance  with  AFR  85-5  dated  Jan¬ 
uary  6, 1955.” 

(2)  Delete  the  following  language  ap¬ 
pearing  in  §  13.502  of  this  title.: 

The  following  provision  (f)  is  for  use  in 
advertised  fixed-price  contracts : 

(f)  Unless  otherwise  provided  in  this  con¬ 
tract,  the  Contractor,  upon  delivery  to  it  of 
any  Government-furnished  Property,  as¬ 
sumes  the  risk  of,  and  shall  be  responsible 
for,  any  loss  thereof  or  damage  thereto  except 
for  reasonable  wear  and  tear,  and  to  the 
extent  that  such  property  is  consumed  in 
the  performance  of  this  contract. 

The  following  provision  (f)  is  for  use  in 
negotiated  fixed-price  contracts. 


( 1 )  Delete  the  second  sentence  only  of  Government  at  the  same  time  the 
paragraph  (c)  appearing  in  §  13.502  of  is  executed. 

(2)  Delete  as  indicated  in  paragraph  fort h°in ^7*1  insert  the 

(a)  (3)  of  this  section.  clause  set  forth  in  §  7.104-16  of  this  title, 

(3)  Delete  as  indicated  in  paragraph  ^  c  f  ^e<Lietary”  which 

(a)  (4)  of  this  section.  appeals  twice  in  paragraph  (a)  and  once 

in  paragraph  (b)  therein  to  read,  “head 

§  1007.3103-7  Reporting  of  royalties,  of  the  department.”  ,  ■ 

Insert  the  clause  set  forth  in  §  9.110  of  .  ..  n„7. 

this  title,  but  see  §  9.110-2  of  this  title.  5  1007.3103-11  Delivery. 

Delivfry 

§  1007.3103-8  Accident  prevention. 

.  „  Unless  otherwise  provided  in  this  contract 

Accident  Prevention  all  materials  to  be  furnished  by  the  Contract 

In  order  to  protect  the  life  and  health  of  tor  shall  be  delivered  to  the  Government 

employees  in'  the  performance  of  this  con-  t.  b.  site  of  the  work. 

tract,  the  Contractor  will  comply  with  all  xinnooin*)  10  _ .  . 

pertinent  provisions  of  the  “Safety  Require-  §  1007.3103-12  Notice  and  assistance 
ments”  approved  by  the  Chief  of  Engineers,  regarding  patent  infringement.  Insert  , 
16  December  1941,  as  revised  1951  and  Air  the  clause  Set  forth  in  §  9.104  of  this  title,  i 
Force  Manuai  32-3  “Accident  Prevention  §  1007.3103-13  Authorization  and 

Handbook  for  Air  Force  Personnel,”  June  f  In~prt  thp  rlame  set  fnrth 

1949,  Change  32-3A,  December  1950.  Change  ,  T1®®.  ciause  set  forth  in 

32-3B,  1  October  1952,  (copies  of  which  are  §  9.102-1  Of  this  title, 
on  file  in  the  office  of  the  Contracting  Offi-  §  1007.3103-14  Renegotiation  Insert 

cer)  and  amendments  to  the  above-  thp  clause  set  forth  in  S  7  107  17  nf  this 

mentioned  publications,  and  will  take  or  Clause  Set  I01tn  in  S  71W_13  Of  this 

cause  to  be  taken  such  additional  measures  title. 

as  the  Contracting  Officer  may  determine  to  §  1007.3104  Clauses  to  be  used  when 
be  reasonably  necessary  for  this  purpose,  applicable 
The  Contractor  will  maintain  an  accurate  1  ** 

record  of  and  will  report  to  the  Contracting  §  1007.3104-1  Examination  of  rec- 

Officer  in  the  manner  and  on  the  forms  pre-  0rds.  If  the  contract  results  from  ne- 

scribed  by  the  Contracting  Officer,  all  cases  gotiation,  insert  the  clause  set  forth  in 
of  death,  occupational  disease,  and  trau-  *  n  fV.j_ 

matic  injury  arising  out  of  or  in  the  course  §  7-104-15  of  this  tltle- 
of  employment  on  the  work  under  this  con-  §  1007.3104-2  Approval  of  subcon¬ 

tract.  The  Contracting  officer  will  notify  tracts.  If  the  contract  price  is  in  excess 
the  Contractor  of  any  noncompliance  with  $2,000,  insert  the  following  clause, 
the  foregoing  provisions  and  the  action  to 

be  taken.  The  Contractor  shall,  after  re-  Approval  of  Contracts 

ceipt  of  such  notice,  immediately  correct  N  contract  shall  be  made  by  the  Con- 
the  conditions  to  which  attention  has  been  tractor  with  other  t  for  furnishing 
directed.  Such  notice,  when  served  on  the  of  the  completed  or  substantially  com- 

Contractor  or  his  representatives  at  the  site  pleted  artic]es  Gr  work  herein  contracted 
of  the  work,  shall  be  deemed  sufficient  for  for  without  the  written  approval  of  the  Con- 
the  purpose  aforesaid.  If  the  Contractor  tracting  Qfficer  as  to  SOUrces. 
fails  or  refuses  to  comply  promptly,  the 

Contracting  Officer  may  issue  an  order  stop-  §  1007.3104-4  Military  security  re • 

ping  all  or  any  part  of  the  work.  When  quirements.  According  to  the  require- 
satisfactory  corrective  action  is  taken,  a  ments  of  §  7  1C4-12  of  this  title,  insert 
start  order  will  be  issued^  No  part  of  the  ^  clause  set  f orth  in  that  section, 
time  lost  due  to  any  such  stop  order  shall 

be  made  the  subject  of  claim  for  extension  §  1007.3104-5  Utilization  Of  SWUlfl 
of  time  or  for  excess  costs  or  damages  by  business  concerns.  If  the  contract  price 
the  Contractor.  jS  ^  excess  0f  $5,000,  insert  the  clause 

I  1007.3103-9  Bonds.  set  forth  in  §  7-104-14  of  this  title. 

Bonds  §  1007.3104-6  Approval  of  contract. 

Whenever  the  contract  requires  manual 
*onf-  this  co"trfct  approval,  other  than  by  the  contracting 

officer,  prior  to  becoming  effective,  in- 

a  payment  bond  with  good  and  sufficient  ,  ’  ^  ,  ,  ,  ..  .  s  -  0 

surety  or  sureties  acceptable  to  the  Govern-  sei’^  the  Clause  set  forth  in  §  7.105-2  Bi 
ment  for  the  protection  of  persons  furnishing  this  title. 

material  or  labor  in  connection  with  the  per-  §  1007.3104-7  Patent  indemnity.  Ac* 
formance  of  the  work  under  this  contract  on  .  ..  K  Q  ino  nf 

Standard  Form  25A  or  Standard  Form  27A.  COrdmg  t°  the  requirements  of  §  9.103  Cl 
The  penal  sum  of  such  payment  bond  shall  this  title,  insert  the  appropriate  clause 
be  as  follows:  (i)  if  the  contract  price  is  not  or  clauses  set  forth  in  that  section  Wlui 
more  than  $1,000,000.  50  percent  of  the  con-  additional  provisions  as  prescribed, 
tract  price;  (ii)  if  the  contract  price  is  more  ,  , „ ,  „  _  -  _  „„  j  .... 

than  $1,000,000,  but  not  more  than  $5,000,000,  5  l°07-31.04-8  Reproduction  and  V. 

40  percent  of  the  contract  price;  (iii)  if  the  w  technical  data .  If  the  contractor^ 
contract  price  is  more  than  $5,000,000,  required  to  furnish  technical  data  under 
$2,500,000.  the  contract,  such  as  reports,  drawings, 
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hiueorints,  data,  insert  the  clause  set 
forth  in  §  9.112  of  this  title. 

,  §1007.3104-9  Copyright.  According 
to  the  requirements  of  subpart  B,  part  9 
of  this  title  and  subpart  B,  part  1019  of 
Uiis  chapter,  insert  the  clause  set  forth 
in  §  9.202  of  this  title. 

§4007.3104-10  Filing  of  patent  appli¬ 
cations.  According  to  the  requirements 
of  §  9.106  of  this  title,  insert  the  clause 
set  forth  therein,  but  see  §  9.106-1  of 
this  title. 

§1007.3104-11  Priorities,  allocations 
and,  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  titley  in¬ 
sert  the  clause  set  forth  in  §  7.104-18  of 
this  title. 

§1007.3105  Additional  clauses.  The 
following  clauses  may  be  inserted  when 
necessary  or  desirable  to  cover  the  sub¬ 
ject  matter  contained  in  such  clauses. 

§  1007.3105-1  Patent  rights.  The 
clause  set  forth  in  §  9.107-1  of  this  title 
may  be  inserted. 

§  107.3105-2  Superseding  specifica¬ 
tions.  The  clause  set  forth  in  §  1007.4024 
may  be  inserted.  ' 

§  1007.3106  Required  special  provi¬ 
sions.  The  following  special  provisions 
will  be  inserted  in  all  construction  con¬ 
tracts  and  will  be  numbered  as  set  forth 
below. 

§  1007.3106-1  Description  of  work. 

SP  f^Ol  Description  op  Work 

(a)  Work  to  be  done.  The  work  to  be 
done  is  described  in  U.  S.  Standard  Form  23 
attached  hereto.  The  Government  will  fur¬ 
nish  to  the  Contractor  the  materials  and 
equipment  required  by  the  statement  of  work 
to  be  so  furnished,  if  any. 

(b)  Quantity.  (This  paragraph  is  appli¬ 
cable  to  all  lump-sum  contracts  but  is  in¬ 
applicable  to  all  unit  price  contracts.)  The 
lump-sum  price  for  the  entire  work  will  be 
the  basis  of  payment.  The  Contractor  will 
be  required  to  complete  the  work  as  specified, 
subject  to  the  provisions  of  Clause  3, 
Changes,  hereof. 

(c)  Quality.  (This  paragraph  is  appli¬ 
cable  to  all  unit  price  contracts  but  is  inap¬ 
plicable  to  all  lump-sum  contracts.)  The 
Contractor  may  reasonaby  expect  a  variation 
in  the  estimated  quantity  set  forth  in  the 
Schedule  such  that  the  total  payment  for 
the  completed  work  may  range  from  75  per¬ 
cent  to  125  percent  of  the  total  amount 
stated  on  the  Standard  Form  23  attached 
hereto.  The  Contractor  will  be  required  to 
complete  the  entire  work  as  set  forth  herein 
subject  to  the  allotment  of  sufficient  funds 
to  the  contract:  Provided,  (1)  the  Contrac¬ 
tor  is  not  authorized  to  perform  work  the 
cost  of  which  will  exceed  the  amount  stated 
on  Standard  Form  23  attached  hereto  with¬ 
out  the  prior  written  authorization  of  the 
contracting  officer,  and  (2)  if  the  completed 
work  ranges  from  75  percent  to  125  percent 
of  the  estimated  quantities  set  forth  in  the 
Schedule,  the  contractor  will  be  allowed  no 
claims  for  anticipated  profits  or  loss  of  profits 
or  for  damage  of  any  sort  because  of  differ¬ 
ences  between  the  estimate  of  any  item  and 
the  amount  of  any  item  actually  required, 
and  (3)  if  work  less  than  75  percent  or  more 
than  125  percent  of  the  estimated  quantities 
**t  forth  on  the  Schedule  causes  an  increase 
or  decrease  in  the  unit  price  or  prices  there 
toay  be  an  adjustment  of  such  prices  in  ac¬ 
cordance  with  the  procedures  of  the  Changes 
clause. 


§  1007.3106-2  Scope  of  work. 

SP  1-02  Scop*  op  Work 

Omissions  from  the  drawings  or  speci¬ 
fications,  or  the  misdescription  of  details 
of  work  which  are  manifestly  necessary  to 
carry  out  the  intent  of  the  drawings  or  spe¬ 
cifications,  or  which'  are  customarily  per¬ 
formed,  shall  not  relieve  the  contractor  from 
performing  such  omitted  or  misdescribed  de¬ 
tails  of  work,  but  they  shall  be  performed 
as  if  fully  and  clearly  set  forth  and  de¬ 
scribed  in  the  drawings  and  specifications. 
Such  obvious  omissions  supplied  by  the  Con¬ 
tractor  shall  be  without  cost  to  the  Gov¬ 
ernment,  but  any  change  in  drawings  or 
specifications  directed  by  the  Government 
shall  be  made  In  accordance  with  the  clause 
hereof  entitled  “Changes.” 

§  1007.3106-3  Site  investigation  and 
representations. 

SPl-03  Site  Investigation  and 
Representations 

The  Contractor  acknowledges  that  he  has 
satisfied  himself  as  to  the  nature  and  loca¬ 
tion  of  the  work,  the  general  and  local  con¬ 
ditions,  particularly  those  bearing  upon 
transportation,  disposal,  handling  and  stor¬ 
age  of  materials,  availability  of  labor,  water, 
electric  power,  roads,  uncertainties  of 
weather,  the  conformation  and  condition  of 
the  ground,  the  character,  quality  and  quan¬ 
tity  of  surface  and  subsurface  materials  to 
be  encountered,  the  character  of  equipment 
and  facilities  needed  preliminary  to  and 
during  the  prosecution  of  the  work  and  all 
other  matters,  which  can  in  any  way  affect 
the  work  or  the  cost  thereof  under  this  con¬ 
tract.  Any  failure  by  the  Contractor  to 
acquaint  himself  with  all  the  available  in¬ 
formation  concerning  these  conditions  will 
not  relieve  him  from  responsibility  for  esti¬ 
mating  properly  the  difficulty  or  cost  of  suc¬ 
cessfully  performing  the  work.  The  Gov¬ 
ernment  assumes  no  responsibility  for  any 
understanding  or  representations  made  by 
any  of  its  officers  or  agents  during  or  prior 
to  the  execution  of  this  contract,  unless  such 
understanding  or  representations  by  the 
Government  are  expressly  stated  in  the  con¬ 
tract.  Representations  made  but  not  so  ex¬ 
pressly  stated  and  for  which  liability  is  not 
expressly  assumed  by  the  Government  in  the 
Contract  shall  be  deemed  only  for  the  infor¬ 
mation  of  the  Contractor  and  the  Govern¬ 
ment  will  not  be  liable  or  responsible  thereof. 

§  1007.3106-4  Order  of  work. 

SP  1-04  Order  of  Work  - 

The  Contractor  shall  start  and  complete 
the  work  in  such  order  of  procedure  as  may 
be  prescribed  by  the  Contracting  Officer. 

§  1007.3106-5  Operations  and  storage 
areas. 

SP  1-05  Operation  and  Storage  Areas 

All  operations  of  the  Contractor  (including 
storage  of  materials)  upon  Government 
premises  shall  be  confined  to  areas  author¬ 
ized  or  approved  by  the  Contracting  Officer. 
No  unauthorized  or  unwarranted  entry  upon, 
passage  through,  or  storage  or  disposal  of 
materials  shall  be  made  upon  Government 
premises.  Government  premises  adjacent  to 
the  construction  will  be  made  available  for 
use  by  the  Contractor  without  cost  whenever 
such  use  will  not  interfere  with  other  Gov¬ 
ernment  uses  or  purposes.  The  Contractor 
shall  hold  and  save  the  Government,  its  offi¬ 
cers  and  agents,  free  and  harmless  from  lia¬ 
bility  of  any  nature  or  kind  arising  from  any 
use,  trespass  or  damage  occasioned  by  his 
operations  on  premises  of  third  persons. 

Temporary  buildings  (storage  sheds,  shops, 
office,  etc.)  shall  be  erected  by  the  Con¬ 
tractor  upon  Government  premises  only  with 
the  approval  of  the  Contracting  Officer,  and 


shall  be  built  with  labor  and  materials  fur¬ 
nished  by  the  Contractor  without  expense 
to  the  Government,  and  will  be  removed  by 
him  at  his  expense  upon  the  completion  of 
the  work.  With  the  written  consent  of  the 
Contracting  Officer,  such  buildings  and/or 
utilities  may  be  abandoned  and  need  not  be 
removed. 

The  Contractor  shall,  under  regulations 
prescribed  by  the  Contracting  Officer,  use 
only  established  roadways  or  construct  and 
use  such  temporary  roadways  as  may  be 
authorized  by  the  Contracting  Officer.  Where 
materials  are  transported  in  the  prosecution 
of  the  work,  vehicles  shall  not  be  loaded 
beyond  the  loading  capacity  recommended 
by  the  manufacturer  of  the  vehicle  or  pre¬ 
scribed  by  any  Federal,  State,  or  local  law 
or  regulation.  When  it  is  necessary  to  cross 
curbings  or  sidewalks,  protection  against 
damage  shall  be  provided  by  the  Contractor, 
and  any  damaged  roads,  curbing,  or  side¬ 
walks  shall  be  repaired  by,  and  at  the  expense 
of,  the  Contractor. 

§  1007.3106-6  Base  lines  and  grades. 

SP  1-06  Base  Lines  and  Grades 

The  Contractor  shall  lay  out  his  work  from 
base  lines  and  grades  established  by  the 
Government  and  shall  be  responsible  for  all 
measurements  in  connection  therewith.  The 
Contractor  shall,  at  his  own  expense,  furnish 
all  stakes,  templates,  platforms,  equipment, 
and  ranges  and  labor  that  may  be  required 
in  setting  and  cutting,  or  laying  out  any 
part  of  the  work.  The  Contractor  will  be 
held  responsible  for  the  proper  execution 
of  the  work  to  such  lines  and  grades  as  may 
be  established  or  Indicated  by  the  Contract^ 
ing  Officer,  and  all  stakes  or  other  marks 
thus  established  shall  be  preserved  by  him 
until  their  removal  is  authorized  by  the  Con¬ 
tracting  Officer.  The  Contracting  Officer  will 
furnish,  on  request  from  the  Contractor,  all 
location  and  limit  marks  reasonably  neces¬ 
sary  for  the  conduct  of  the  work. 

§  1007.3106-7  Progress  charts,  Sun¬ 
days,  holidays,  and  nights. 

SP  1-07  Progress  Charts,  Sundays,  Holidays 
and  Nights 

(a)  The  Contractor  shall  within  five  (5) 
days  or  within  such  time  as  determined  by 
the  Contracting  Officer,  after  date  of  com¬ 
mencement  of  work,  prepare  and  submit  to 
the  Contracting  Officer  for  approval  a  prac¬ 
ticable  and  feasible  schedule,  showing  the 
order  in  which  the  Contractor  proposes  to 
carry  on  the  work,  the  date  on  which  he  will 
start  the  several  salient  features  (including 
procurement  of  materials,  plant,  and  equip¬ 
ment)  and  the  contemplated  dates  for  com¬ 
pleting  them.  The  schedule  shall  be  in  the 
form  of  a  progress  chart  of  suitable  scale  to 
indicate  appropriately  the  percentage  of 
work  scheduled  for  completion  at  any  time. 
The  Contractor  shall  enter  on  the  chart  the 
actual  progress  at  the  end  of  each  week  or 
at  such  intervals  as  directed  by  the  Contract¬ 
ing  "Officer,  and  shall  Immediately  deliver  to 
the  Contracting  Officer  three  copies  thereof. 

(b)  The  Contractor  shall  furnish  sufficient 
forces,  construction  plant,  and  equipment, 
and  shall  work  such  hours,  including  night 
shifts,  overtime  operations,  and  Sunday  and 
holiday  work,  as  may  be  necessary  to  insure 
the  prosecution  of  the  work  in  accordance 
with  the  approved  progress  schedule.  If,  in 
the  opinion  of  the  Contracting  Officer,  the 
Contractor  falls  behind  the  progress  schedule, 
the  Contractor  shall  take  such  steps  as  may 
be  necessary  to  improve  his  progress,  and  the 
Contracting  Officer  may  require  him  to  in¬ 
crease  the  number  of  shifts,  and/or  overtime 
operations,  days  of  work,  and/or  the  amount 
of  construction  plant,  all  without  additional 
cost  to  the  Government. 

(c)  Failure  of  the  Contractor  to  comply 
with  the  requirements  of  the  Contracting 
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Officer  under  this  provision  shall  be  grounds 
for  determination  by  the  Contracting  Officer 
that  the  Contractor  is  not  prosecuting  the 
ygork  with  such  diligence  as  will  insure  com¬ 
pletion  within  the  time  specified.  Upon  such 
determination,  the  Contracting  Officer  may 
terminate  the  Contractor’s  rights  to  proceed 
with  the  work,  or  any  separable  part,  thereof, 
in  accordance  with  the  clause  entitled 
“Termination  for  Default-Damages  for  De¬ 
lay-Time  Extensions". 

§  1007.3106-8  Standard  test,  quality 
and  guarantees. 

SP  1-08  Standard  Test,  Quality,  and 
Guarantees 

(a)  Unless  waived  in  writing  by  the  Con¬ 
tracting  Officer,  all  tests  or  trials  shall  be 
made  in  the  presence  of  a  duly  authorized 
representative  of  the  Contracting  Officer. 
When  the  presence  of  the  inspector  is  so 
waived,  sworn  statements,  in  triplicate,  of 
the  test  made  and  results  thereof  shall  be 
furnished  to  the  Contracting  Officer  by  the 
Contractor  as  soon  as  possible  after  the  tests 
are  made. 

(b)  All  costs  of  all  tests  and  trials,  except 
the  expense  of  the  Government  inspector, 
concrete  aggregate  and  cylinder  tests,  and 
soil  analysis,  shall  be  borne  by  the  Contrac¬ 
tor. 

(c)  All  articles  and  supplies,  and  equip¬ 
ment,  parts  and  assemblies  thereof,  of  stand¬ 
ard  manufacture,  or  for  which  detail  design 
or  requirements  are  not  prescribed  in  these 
specifications,  shall  be  guaranteed  by  the 
Contractor  against  any  failure  in  the  proper 
use  or  operation  caused  by  defective  material, 
workmanship,- or  design  for  a  period  of  one 
( 1 )  year  from  the  date  of  final  acceptance  of 
the  complete  work  under  this  contract.  Fail¬ 
ure  in  any  part  due  to  such  causes  within 
that  time  shall  be  promptly  and  satisfac¬ 
torily  remedied  by  the  Contractor  without 
cost  to  the  Government. 

(d)  All  materials,  supplier,  and  articles 
furnished  shall,  wherever  practicable,  be 
the  standard  products  of  recognized,  reputa¬ 
ble  manufacturers.  Reference  in  these 
specifications  to  a  particular  product  is  given 
for  descriptive  purposes  only  unless  other¬ 
wise  specifically  stated.  The  standard  prod¬ 
ucts  of  manufacturers  other  than  specified 
will  be  accepted  when  it  is  proved  to  the 
satisfaction  of  the  Contracting  Officer  that 
they  are  equal  in  strength,  durability,  and 
usefulness,  and  equally  serviceable  for  the 
purpose  for  which  they  are  intended  and  do 
not  require  a  major  revision  in  design  in 
order  to  permit  their  use.  Any  changes  re¬ 
quired  in  the  details  and  dimensions  indi¬ 
cated  on  the  drawings,  for  the  substitution 
of  standard  products,  other  than  those  pro¬ 
vided  for,  shall  be  properly  made  as  approved 
by  the  Contracting  Officer,  and  at  the  ex¬ 
pense  of  the  Contractor. 

§  1007.3106-9  Preservation  of  exist¬ 
ing  vegetation. 

SP  1-09  Preservation  of  Existing 
Vegetation 

The  Contractor  will  preserve  and  protect 
all  existing  vegetation  such  as  trees,  shrubs, 
and  grass  on  or  adjacent  to  the  site  which 
do  not  unreasonably  Interfere  with  the  con¬ 
struction  as  may  be  determined  by  the  Con¬ 
tracting  Officer.  The  Contractor  will  be  re¬ 
sponsible  for  unauthorized  cutting  or 
damaging  of  trees  and  shrubs,  including 
damage  due  to  careless  operation  of  equip¬ 
ment,  stockpiling  of  materials,  or  tracking 
of  grass  areas  by  equipment. 

Care  will  be  taken  by  the  Contractor  in 
felling  trees  authorized  for  removal  to  avoid 
any  unnecessary  damage  to  vegetation  that 
is  to  remain  in  place.  Any  limbs  or  branches 
of  trees  broken  during  such  operations  shall 
be  trimmed  with  a  clean  cut  and  painted 
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with  an  approved  tree-pruning  compound  if 
required  by  the  Contracting  Officer.  The 
Contractor  will  be  liable  for  or  may  be  re¬ 
quired  to  replace  or  restore  at  his  own 
expense  all  vegetation  not  protected  and 
preserved  as  required  herein  that  may  be 
destroyed  or  damaged. 

§  1007.3106-10  Protection  of  material 
and  work. 

SP  1-10  Protection  of  Material  and  Work 

Notwithstanding  the  provisions  of  the 
clause  of  this  contract  entitled  “Govern¬ 
ment-Furnished  Property,”  the  Contractor 
shall  at  all  times  take  care  to  protect  and 
preserve  all  materials,  supplies,  and  equip¬ 
ment  of  every  description  (including  prop¬ 
erty  which  may  be  Government  furnished 
or  owned)  and  all  work  performed.  All 
reasonable  requests  of  the  Contracting  Offi¬ 
cer  to  inclose  or  specially  protect  such  prop¬ 
erty  will  be  complied  with.  If,  as  determined 
by  the  Contracting  Officer,  material,  equip¬ 
ment,  supplies,  and  work  performed  are  not 
adequately  protected  by  the  Contractor,  such 
property  may  be  protected  by  the  Govern¬ 
ment  and  the  cost  thereof  may  be  charged 
to  the  Contractor  or  deducted  from  any 
payments  due  to  him. 

§  1007.3106-11  Possession  prior  to 
completion. 

SP  1-11  Possessions  Prior  to  Completion 

The  Government  shall  have  the  right  to 
take  possession  of  or  use  any  completed  or 
partially  completed  part  of  the  work.  Such 
possession  or  use  shall  not  be  deemed  an 
acceptance  of  any  work  not  completed  in 
accordance  with  contract.  If  such  prior  pos¬ 
session  or  use  by  the  Government  delays  the 
progress  of  the  work  or  causes  additional 
expense  to  the  contractor,  an  equitable  ad¬ 
justment  in  the  contract  price  and/or  the 
time  of  completion  will  be  made  and  the 
contract  shall  be  modified  in  writing 
accordingly. 

§  1007.3106-12  Suspension  of  work. 

SP  1-12  Suspension  of  Work 

The  Contracting  Officer  may  order  the  Con¬ 
tractor  to  suspend  all  or  any  part  of  the 
work  for  such  period  of  time  as  may  be 
determined  by  him  to  be  necessary  or  de¬ 
sirable  for  the  convenience  of  the  Govern¬ 
ment.  Unless  such  suspension  unreasonably 
delays  the  progress  of  the  work  and  causes 
additional  expense  or  loss  to  the  Contractor, 
no  increase  in  contract  price  will  be  allowed. 
In  the  case  of  suspension  of  all  or  any  part 
of  the  work  for  an  unreasonable  length  of 
time,  causing  additional  expense  or  loss,  not 
due  to  the  fault  or  negligence  of  the  Con¬ 
tractor,  the  Contracting  Officer  shall  make 
an  equitable  adjustment  in  the  contract  price 
and  modify  the  contract  accordingly. 

An  equitable  extension  of  time  for  the 
completion  of  the  work  in  the  event  of  any 
such  suspension  will  be  allowed  the  Contrac¬ 
tor:  Provided,  however,  That  the  suspension 
was  not  due  to  the  fault  or  negligence  of  the 
Contractor. 

§  1007.3106-13  Identification  of  em¬ 
ployees. 

SP  1-13  Identification  of  Employees 

The  Contractor  shall  be  responsible  for 
furnishing  to  each  employee  and  for  requir¬ 
ing  each  employee  engaged  on  the  work  to 
display,  such  identification  as  may  be  ap¬ 
proved  and  directed  by  the  Contracting  Offi¬ 
cer.  All  prescribed  identification  shall  im¬ 
mediately  be  delivered  to  the  Contracting 
Officer,  for  cancellation  upon  the  release  of 
any  employee.  When  required  by  the  Con¬ 
tracting  Officer,  the  Contractor  shall  obtain 
and  submit  fingerprints  of  all  persons  em¬ 
ployed  or  to  be  employed  on  the  project. 
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§  1007.3106-14  Cleaning  up. 

SP  1-14  Cleaning  Up 

The  Contractor  shall  at  all  times  keep  th 
construction  area,  Including  storage  awS, 
used  by  him,  free  from  accumulations  of  1 
waste  material  or  rubbish  and  prior  to  com. 
pletion  of  the  work,  remove  any  rubbish  from 
and  about  the  premises,  and  all  tools,  saj.  1 
folding,  equipment,  and  materials  not  the  ■! 
property  of  the  Government.  Upon  compie-  ] 
tion  of  the  construction,  the  Contractor  shan 
leave  the  work  and  premises  in  a  condition 
satisfactory  to  the  Contracting  Officer. 

§  1007.3106-15  Water.  Insert  the  more 
appropriate  of  the  following  clauses 
Generally  the  first  alternate  clause  wili  { 
be  used  when  the  amount  of  water  re¬ 
quired  by  the  contractor  will  be  negli- 
gible  and  existing  water  systems  are  ade¬ 
quate  without  disruption  or  alteration. 

If  the  amount  of  water  estimated  to  be 
required  is  substantial,  would  disrupt  the 
existing  wa'^er  system,  or  would  require 
additional  connections,  meters,  or  other 
facilities,  the  second  alternate  should  be 
used. 

(a) 

SP  1-1-15  Water  '  ! 

All  reasonable  required  amounts  of  water 
will  be  made  available  to  the  Contractor  by 
the  Government  from  Government-owned 
and  operated  water  system  without  cost  to 
the  Contractor.  The  Contractor  will  care¬ 
fully  conserve  all  water. 

(b) 

SP  1-15  Water 

The  responsibility  shall  be  upon  the  Con¬ 
tractor  to  provide  and  maintain  at  his  own 
expense  an  adequate  supply  of  water  of  a 
quality  suitable  for  his  use  for  construction 
and  domestic  consumption.  At  his  own  ex¬ 
pense,  he  shall  install  and  maintain  any 
necessary  water  supply  connections  and  pip¬ 
ing  but  only  at  such  locations  and  in  such 
workmanlike  manner  as  may  be  authorised 
by  the  Contracting  Officer.  In  the  event 
water  is  made  available  by  the  Government, 
the  Contractor  shall  at  his  own  expense, 
install  a  meter  to  determine  the  amount  of 
water  used  by  him  and  such  water  will  be 
paid  for  at  prevailing  rates  to  the  Govern¬ 
ment  or  in  the  event  the  water  is  furnished 
from  Government-owned  and  operated 
sources,  at  reasonable  rates  as  determined 
by  the  Contracting  Officer.  All  water  shall 
be  carefully  conserved.  Before  final  accept¬ 
ance,  temporary  connections  and  piping  in¬ 
stalled  by  the  contractor  shall  be  removed 
in  a  workmanlike  manner  to  the  satisfaction 
of  the  Contracting  Officer. 

§  1007.3106-6  Electricity.  Insert  the 
most  appropriate  of  the  following  three 
alternate  clauses.  Generally  the  first  al¬ 
ternate  will  be  used  only  where  it  is 
clearly  practicable  to  meter  service  to 
the  contractor  and  where  the  estimated 
cost  of  energy  consumed  will  exceed  $50. 
(a) 

SP  1-16  Electricity 

All  electric  current  required  by  the  Con¬ 
tractor  shall  be  furnished  at  his  own  ex¬ 
pense.  All  temporary  connections  for  elec¬ 
tricity  shall  be  subject  to  the  approval  of 
the  Contracting  Officer.  In  the  event  elec¬ 
tricity  is  made  available  by  the  Government, 
the  Contractor  shall,  at  his  own  expense, 
install  a  meter  to  determine  the  amount 
of  current  used  by  him  and  such  electricity 
will  be  paid  for  by  or  charged  to  the  Con¬ 
tractor  at  prevailing  rates  charged  to  the 
Government  or,  in  the  event  the  electricity 
is  generated  by  the  Government,  at  reason- 
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bie  rates,  as  determined  by  the  Contracting 
officer.  All  temporary  lines  will  be  fur- 
’Tjjed’  installed,  connected,  and  maintained 
hv  the  Contractor  In  a  workmanlike  manner 
Stlslactory  to  the  Contracting  Officer  and 
Sail  be  removed  by  the  Contractor  in  like 
manner  at  his  expense  prior  to  final  accept¬ 
ance  of  the  construction. 

SP  1-16  Electricity 

All  electric  current  required  by  the  Con- 
‘  tractor  shall  be  furnished  at  his  own  ex- 
-jnae.  All  temporary  connections  for  elec- 
Hcity  shall  be  subject  to  approval  of  the 
Contracting  Officer.  In  the  event  electricity 
Is  made  available  by  the  Government,  the 
Contractor  shall,  athis  own  expense,  install 
a  meter  to  determine  the  amount  of  current 
used  by  him  and  such  electricity  will  be 
paid  for  by  the  Contractor  at  prevailing 
Jates  charged  to  the  Government  or,  in  the 
event  electricity  is  generated  by  the  Gov¬ 
ernment  at  reasonable  rates  as  determined 
by  the  Contracting  Officer,  except  that  under 
the  following  conditions  where  electric  power 
la  furnished,  such  power  will  be  furnished 
it  no  cost  to  the  Contractor. 

(1)  where  fractional  horsepower  tools  are 
used  othe^  than  at  a  central  location  where 
metering  is  not  feasible. 

(2)  Where  the  total  value  of  the  esti¬ 
mated  quantity  of  electricity  to  be  used  in 
addition  to  that  supplied  without  cost  in 
(1)  above  is  less  than  $50. 

The  Contractor  will  be  furnished  a  state¬ 
ment  of  such  charges  and  the  amount  so 
charged  will  be  deducted  from  the  final  pay¬ 
ment.  All  temporary  lines  will  be  furnished, 
installed,  connected,  and  maintained  by  the 
Contractor  in  a  workmanlike  manner  satis¬ 
factory  to  the  Contracting  Officer  and  shall 
be  removed  by  the  Contractor  in  like  man¬ 
ner  at  his  expense  prior  to  final  acceptance 
of  the  construction. 


SP  1-16  Electricity 

All  reasonable  required  amounts  of  electric 
power  will  be  made  available  to  the  Con¬ 
tractor  by  the  Government  from  Govern¬ 
ment-owned  or  -operated  electrical  systems 
and  supplied  without  cost  to  the  Contractor. 
The  Contractor  shall  install  and  maintain  at 
his  own  expense  any  necessary  supply  con¬ 
nections  and  facilities  but  only  at  such  loca¬ 
tions  and  in  such  workmanlike  manner  as 
may  be  authorized  by  the  Contracting  Officer. 
All  electricity  shall  be  carefully  conserved. 
Before  final  acceptance,  temporary  connec¬ 
tions  and  facilities  installed  by  the  Contrac¬ 
tor  shall  be  removed  in  a  workmanlike 
manner  to  the  satisfaction  of  the  Contract¬ 
ing  Officer.  If,  for  any  reason,  the  Govern¬ 
ment  is  unable  to  furnish  all  reasonable 
amounts  of  electric  power  required  by  the 
Contractor  in  the  performance  of  this  con¬ 
tract,  it  shall  be  the  responsibility  of  the 
Contractor  to  provide  an  adequate  supply  of 
electric  power  at  his  own  expense,  subject  to 
reimbursement  by  the  Government  on  an 
actual  cost  basis. 

1 1007.3106-17  Airfield  safety  precau -, 

torn. 

SP  1-17  Airfield  Safety  Precautions 

In  addition  to  other  normal  safety  re¬ 
quirements,  the  operation  of  all  ground 
equipment  (mobile  or  stationary) ,  the  place¬ 
ment  of  construction  materials,  and  the 
performance  of  evacuation  operations  re¬ 
quired  for  construction,  repairs,  or  any  other 
purpose  within  the  landing  and  other  safety 
Precaution  areas  of  all  airdromes  will  be 
governed  by  the  following: 

(*)  Definitions: 

(1)  Landing  Areas.  The  term  “landing 
»reas”  includes  all  runways  and  correspond- 
*ug  safety  zones;  an  area  750  feet  either  side 

the  runway  centerline;  the  clear  zone 


extending  1,000  feet  beyond  ends  of  runways 
for  a  width  of  1,500  feet;  all  taxiways  and 
an  area  250  feet  from  the  taxiway  edge 
farthest  from  the  object  (minimum  of  350 
feet  at  heavy  bombardment  airfields);  and 
all  aircraft  parking  aprons,  and  an  area  of 
125-foot  width  adjoining  the  outside  edges 
of  such  aprons. 

(2)  Safety  Precaution  Areas.  This  term 
includes  portions  of  transitional  and  ap¬ 
proach  zones  where  placement  of  objects 
may  result  in  vertical  projections  at  or  above 
the  transitional  or  approach  surface. 

(i)  Transitional  Zone.  The  transitional 
zone  is  an  area,  adjoining  the  landing  area 
and  approach  zone,  covered  .by  the  transi¬ 
tional  surface. 

(ii)  Transitional  Surface.  The  transitional 
surface  is  the  1  on  7  side  slope  projecting 
upward  and  outward  from  the  boundary  of 
landing  areas  and  approach  surfaces  to  inter¬ 
section  with  a  horizontal  surface,  and 
imaginary  plane  150  feet  above  established 
airfield  elevation. 

(iii)  Approach  Zone.  The  approach  zone 
is  an.  area  beyond  each  clear  zone  extending 
on  the  ground  for  a  distance  of  25,000  feet 
along  and  symmetrical  about  the  centerline 
of  the  runway.  The  width  of  the  approach 
zone  is  1,500  feet  at  the  end  of  the  clear  zone, 
flaring  to  4,000  feet  wide  at  a  distance  of 
10,000  feet  from  the  clear  zone,  and  continu¬ 
ing  at  the  4,000-foot  width  for  the  additional 
15,000  feet. 

(iv)  Approach  Surface.  The  approach 
surface  is  an  imaginary  plane  covering 
the  approach  zone,  beginning  at  the  end 
of  the  clear  zone  at  the  elevation  of  the  end 
of  the  runway  and  rising  over  the  approach 
zone  on  a  slope  of  1  on  50  (known  as  the 
glide  angle)  for  a  horizontal  distance  of 
10,000  feet  (200  feet  above  the  elevation  of 
the  end  of  runway).  From  this  point  the 
controlling  elevation  of  the  approach  sur¬ 
face  will  remain  at  the  200-foot  level  for  the 
remainder  of  the  approach  zone. 

(b.)  Unless  otherwise  directed  by  the  Con¬ 
tracting  Officer,  landing  areas  hazardous  to 
aircraft  will  be  outlined  by  yellow  flags  by 
day  and  electric,  battery  operated,  low  in¬ 
tensity,  red  flasher,  lights  by  night. 

(c)  All  vehicles  (as  defined  in  ANC-R-5 
attached  to  AFR  62-11),  while  operating  in 
the  landing  area,  will  be  identified  by  means 
of  a  flag  on  a  staff  attached  to  and  flying 
above  the  vehicle.  This  flag  will  be  not  less 
than  3  feet  square  and  will  consist  of  a 
checkered  pattern  of  international  orange 
and  white  squares  of  not  less  than  1  foot  on 
each  side.  Flags  varying  in  any  dimension 
by  not  more  than  10  percent  of  the  specified 
dimensions  are  considered  to  comply  with 
the  stated  requirements.  All  other  equip¬ 
ment  and  materials  in  the  landing  areas  and 
applicable  portions  of  the  safety  precaution 
area,  will,  unless  otherwise  directed  by  the 
Contracting  Officer,  be  marked  with  yellow 
flags  by  day  and  electric,  battery  operated, 
low  intensity,  red  flasher,  lights  by  night. 

(d)  Nothing  will  be  placed  upon  the  land¬ 
ing  area  or  applicable  portions  of  safety  pre¬ 
caution  areas  without  authority  of  the  Con¬ 
tracting  Officer. 

(e)  Neither  equipment  nor  personnel  will 
use  any  runway  for  purposes  other  than  air¬ 
craft  operation  without  permission  of  the 
Contracting  Officer  unless  the  runway  is 
closed  by  order  of  the  Contracting  Officer  and 
marked  as  indicated  herein. 

(f )  The  Contractor  shall  report  to  the  Con¬ 
tracting  Officer  before  initiating  any  work 
and  shall  notify  the  Contracting  Officer  of 
proposed  changes  vof  locations  and  opera¬ 
tions.  At  all  airdromes  where  flying  is  con¬ 
trolled,  additional  permission  must,  in  each 
and  every  instance,  be  obtained  from  the 
control  tower  operator  before  entering  a 
landing  area  unless  such  area  is  marked  as 
hazardous  to  aircraft  as  indicated  herein. 

( g)  Work  will  be  carried  on  in  such  a  man¬ 
ner  as  to  leave  the  portion  of  the  landing 
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area  which  is  available  to  aircraft  free  from 
hazards,  holes,  material  piles,  or  projecting 
shoulders  which  might  damage  an  airplane 
tire.  Paved  surfaces  such  as  runways,  taxi- 
ways,  and  hardstands  shall  be  kept  clean  at 
all  times  and  specifically  must  be  kept  free 
from  small  stones  which  damage  propellers. 

(h)  During  periods  of  active  performance 
of  work  on  the  airfield  by  the  Contractor,  the 
operation  of  mobile  equipment  will  be  gov¬ 
erned  by  the  safety  provisions  herein.  At  all 
other  times,  all  mobile  equipment  will  be 
removed  to  locations  approved  by  the  Con¬ 
tracting  Officer  at  a  distance  no  less  than  750 
feet  from  the  centerline  of  the  runway  plua 
any  additional  distance  necessary  to  insure 
compliance  with  safety  provisions  herein. 

(I)  Only  those  trenches  for  which  material 
is  on  hand  and  ready  for  placing  therein  will 
be  opened.  As  soon  as  practicable  after 
material  has  been  placed  and  work  approved, 
trenches  will  be  backfilled  and  compacted  as 
required.  In  the  meantime,  all  resulting 
hazardous  conditions  will  be  marked  and 
lighted  in  accordance  with  safety  provisions 
herein. 

(J)  Any  object  placed  In  the  areas  adjoin¬ 
ing  or  adjacent  to  the  landing  areas,  defined 
as  safety  precaution  areas,  which  project 
above  the  transitional  or  approach  surfaces, 
must  be  provided  with  a  red  light  or  lantern 
during  the  hours  of  darkness. 

(k)  No  separate  payments  will  be  made  for 
lighting  and  protection  necessitated  by  safety 
provisions  herein;  all  costs  in  connection 
therewith  will  be  included  in  the  cost  of  the 
work. 

§  1007.3106-18  Shop  drawings . 

SP  1-18  Shop  Drawings 

The  Contractor  shall  submit  to  the  Con¬ 
tracting  Officer  for  approval  four  (4)  copies 
of  all  shop  drawings  as  called  for  under  the 
various  headings  of  these  specifications. 
These  drawings  shall  be  complete  and  shall 
contain  all  required  detailed  information. 
If  approved  by  the  Contracting  Officer,  each 
copy  of  the  drawings  will  be  identified  as 
having  received  such  approval  by  being  so 
stamped  and  dated.  The  Contractor  shall 
make  any  corrections  required  by  the  Con¬ 
tracting  Officer.  Three  (3)  sets  of  all  shop 
drawings  will  be  retained  by  the  Contract¬ 
ing  Officer  and  one  set  will  be  returned  to 
the  Contractor.  The  approval  of  the  draw¬ 
ings  by  the  Contracting  Officer  shall  not  be 
construed  as  a  complete  check  but  will  in¬ 
dicate  only  that  the  general  method  of  con¬ 
struction  and  detailing  is  satisfactory.  Ap¬ 
proval  of  such  drawings  will  not  relieve  the 
Contractor  of  the  responsibility  for  any  error 
which  may  exist,  as  the  Contractor  shall  be^ 
responsible  for  the  dimensions  and  design ' 
of  adequate  connections,  details,  and  satis¬ 
factory  construction  of  all  work. 

§  1007.3106-19  Final  examination  and 
acceptance  relating  to  payment. 

SP  1-19  Final  Examination  and  Acceptance 
Relating  to  Payment 

(a)  Within  thirty  (30)  days  after  com¬ 
pletion  of  all  work  under  this  contract,  if 
possible,  the  work  will  be  given  a  final  ex¬ 
amination.  When  all  of  the  work  is  found 
to  be  satisfactorily  completed  in  accordance 
with  the  specifications,  the  entire  work  will 
be  finally  accepted  by  the  Contracting  Of¬ 
ficer  for  and  in  behalf  of  the  Government 
and  final  payment  will  be  made  to  the 
Contractor. 

(b)  Final  acceptance  of  the  work  and  de¬ 
ductions  or  corrections  of  deductions  made 
thereon  will  not  be  reopened  after  having 
once  been  made,  except  on  evidence  of  col¬ 
lusion,  fraud,  or  obvious  error  in  connection 
with  such  final  acceptance  or  payment. 

(c)  For  purposes  of  this  clause,  final  ac¬ 
ceptance  refers  only  to  final  acceptance 
which  will  allow  the  Contractor  to  be  paid 
and  does  not  refer  to  the  final  acceptance 


RULES  AND  REGULATIONS 


In  relation  to  Inspection  of  material,  In  con¬ 
nection  with  which  the  Government  re¬ 
serves  certain  rights  as  set  forth  In  clause 
9  (d)  of  this  contract.  x 

§  1007.3106-20  Domestic  Articles. 

SP  1-20  Domestic  Articles 

Pursuant  to  clause  17  (Buy  American  Act) 
hereof,  certain  items  of  foreign  origin  have 
been  exempted  by  the  head  of  the  depart¬ 
ment  from  the  Buy  American  Act.  A  list 
of  such  items  may  be  inspected  at  the  office 
of  the  Contracting  Officer. 

§  1007.3106-21  Rates  of  wages. 

SP  1-21  Rates  of  Wages 

(a)  In  accordance  with  the  requirements 
of  clause  20  of  this  contract,  the  minimum 
wages  to  be  paid  laborers  and  mechanics  on 
this  project,  as  most  recently  determined  by 
the  Secretary  of  Labor  to  be  prevailing  for 
the  corresponding  classes  of  laborers  and 
mechanics  employed  on  projects  of  a  char¬ 
acter  similar  to  the  contract  work  in  the 
pertinent  locality,  are  as  set  forth  in  Sched¬ 
ule  “A,”  attached.  The  complete  determina¬ 
tion  is  incorporated  in  the  contract  speci¬ 
fications  regardless  of  whether  the  Con¬ 
tractor  will  employ  all  of  the  classes  of  lab¬ 
orers  and  mechanics  listed. 

(b)  Any  class  of  laborers  and  mechanics 
not  listed  in  Schedule  “A,”  attached,  which 
will  be  employed  on  this  contract  shall  be 
classified  or  reclassified  conformably  to 
Schedule  “A,”  attached,  by  mutual  agree¬ 
ment  between  the  Contractor  and  the  class 
of  labor  concerned,  subject  to  the  prior  ap¬ 
proval  of  the  Contracting  Officer.  In  the 
event  the  interested  parties  cannot  agree  on 
the  proper  classification  or  reclassification 
of  a  particular  class  of  laborers  and  mechan¬ 
ics  to  be  used,  the  question,  accompanied  by 
the  recommendation  of  the  Contracting  Of¬ 
ficer,  shall  be  referred  to  the  Secretary  of 
Labor  for  final  determination. 

§  1007.3106-22  Protection  of  existing 
structures,  utilities,  and  work, 

SP  1-22  Protection  of  Existing  Structures, 

Utilities,  and  Work 

The  Contractor  shall  protect  all  existing 
structures,  utilities,  and  work  of  any  kind 
against  damage  or  interruption  of  service. 

Damage  or  interruption  of  service  resulting 
from  failure  to  do  so  shall  be  repaired  or 
restored  promptly  by,  and  at  the  expense  of, 
the  Contractor. 

§  1007.3107  Additional  special  provi¬ 
sions.  Additional  special  provisions  may 
be  inserted  according  to  the  necessities 
of  the  construction  work  called  for  by 
the  contract,  provided  that  no  contract 
clauses  contained  in  Chapter  I  of  this 
title  or  this  chapter  will  be  included  in 
such  special  provisions. 

SUBPART  FF — ClAUSES  FOR  BAKERY  PRODUCTS 
CONTRACTS 

§  1007.3203  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
contracts  for  the  procurement  of  bakery 
products. 

§  1007.3203-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3203-2  Inspection.  Insert  the 
clause  set  forth  in  §  1007.4037. 

§  1007.3203-3  Responsibility  for  sup¬ 
plies.  Insert  the  clause  set  forth  in 
§  7.103-6  of  this  title. 

§  1007.3203-4  Payments.  Insert  the 
clause  set  forth  in  §  7.103-7  of  this  title. 

§  1007.3203-5  Assignment  of  claims.  §  1007.3204  Clauses  to  be  used  when 
Insert  paragraph  (a)  of  the  clause  set  applicable. 


forth  In  §  7.103-8  of  this  title,  but  see  §  1007.3204- 
§  1007.103-8.  According  t 

§  1007.3203-6  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title.  in  inat  500 uc 

§  1007.3203-7  Disputes.  Insert  the  A-pJJS?' p20t 
clause  set  forth  in  §  7.103-12  of  this  title.  §  iq07  4028  i 

§  1007.3203-8  Notice  and  assistance  that  section. 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this 
title. 


§  1007.3204-3  Approval  of  contract 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracts* 

§  1007.3203-9  Buy  American  Act.  In-  officer,  prior  to  becoming  effective,  insert  1 
sert  the  clause  set  forth  in  §  7.103-8  of  the  clause  set  forth  in  §  7.105-2  of  this 
this  title.  title. 

§  1007.3203-10  Convict  labor.  Insert  §  1007.3204-4  Examination  of  records 

the  clause  set  forth  in  §  12.203  of  this  Insert  the  clause  set  forth  in  §  7.104-15 

title.  when  the  contract  results  from  negotia. 

§  1007.3203-11  Eight-hour  law  of  1912.  ^10n;  contracts  resulting  from  adverts 

Insert  the  clause  set  forth  in  §  12.303-1  ing  wlU  not  contam  thls  clause, 
of  this  title.  §  1007.3204-6  Alteration  in  contract. 

§  1007.3203-12  Walsh-Healey  Public  f  lon^in?  \°  for,'»to 

Contracts  Act.  Insert  the  clause  set  hhI1  set  forth 

forth  in  §  12.604  of  this  title.  .  m  §  7-105“1  of  thls  fatle' 

§  1007.3203-13  Nondiscrimination  in  The 

employment.  Insert  the  clause  set  forth  tr>Spnvpv  thP 

in  §  12.804  of  this  title.  Sdinsuch  0“^  ***" 

§  1007.3203-14  Officials  not  to  benefit.  smrmonq  i  rw* mi 

insert  the  clause  set  forth  in  .  7.103-19 

01  uns  nine.  0f  this  title  may  be  inserted  at  the  option 

§  1007.3203-15  Covenant  against  con-  of  the  contracting  officer.  If  the  clause 

tingent  fees.  Insert  the  clause  set  forth  is  omitted,  every  effort  will  be  made  to 

in  §  7.103-20  of  this  title.  insure  that  any  taxes  are  excluded  from 

§  1007.3203-16  Termination  for  con -  the  contract  price. 
venience  of  the  Government.  Insert  the  SUBPART  GG — CLAUSES  FOR  LAUNDRY  OR  DRY 
clause  set  forth  in  §  8.701  or  §  8.705-1  of  cleaning  contracts 

this  title,  as  appropriate.  §  1007.3303  Required  clauses.  The 

§  1007.3203-18  Utilization  of  small  following  clauses  will  be  inserted  in  all 
business  concerns.  Insert  the  clause  set  contracts  for  laundry  or  dry  cleaning 
forth  in  §  7.104-14.  services: 

§  1007.3203-19  Gratuities.  Insert  the  §  1007.3303-1  Definitions.  Insert  the 

clause  set  forth  in  §  7.104-16  of  this  title,  clause  set  forth  in  §  7.103-1  of  this  title, 
„  r.-  t  and  add  following  paragraphs 

§  1007.3203-20  Vehicles  or  convey -  thereto:  ■ 

ances.  Insert  the  clause  set  forth  in 

§  1007  4018  (d)  The  term  “Government  -  furnished 

8  *  '  property”  means  any  supplies  or  facilities 

§  1007.3203-21  Federal  Food,  Drug,  furnished  to  the  Contractor  by  the  Govern- 
and  Cosmetic  Act.  Insert  the  clause  set  ment  f°r  use  *n  connection  with  the  per- 
forth  in  S  1007  4010  formance  of  this  contract,  but  does  notin- 

lurm  m  s  i.tuia.  clude  the  articles  delivered  to  the  Contractor 

§  1007.3203-22  Sanitary  inspection,  to  be  laundered  or  dry  cleaned. 

Insert  the  clause  set  forth  in  §  1007.4017  Th®  term  “Government-owned  prop- 

when  the  contract  results  from  adver-  erty”  means  all  of  the  articles  delivered  to 

, .  .  . _ , , _ , _ .  the  Contractor  to  be  laundered  or  dry 

tising,  when  the  contract  results  from  cleaned  expressly  including  any  articles 
negotiations,  insert  only  subparagraphs  which  may  actually  be  owned  by  individual 
(b)  and  (d)  thereof,  which  will  be  re-  Government  personnel, 
designated  “  (a)  ”  and  “(b) respectively.  ,  1007.3303-2  Inspection.  Insertth. 

§  1007.3203-23  Con t ainers.  Insert  the  following  clause: 
following  clause: 

Inspection 

Containers  ,  .  _  .  , .  ,  .... 

(a)  The  Government  reserves  the  right  to 

Delivery  shall  be  made  in  suitable  con-  inspect  the  services  rendered  and  to  return 
tainers  which  shall  not  be  included  in  the  articles  determined  to  have  been  unsatis- 
contract  price.  The  Contractor  shall  be  re-  factorily  serviced  for  further  servicing  at  no 
quired  to  pick  up  his  containers.  The  Gov-  additional  cost  to  the  Government.  If  pub- 
ernment  will  not  be  responsible  for  any  loss  lie  necessity  requires  the  use  of  services  or 
or  damage  to  the  containers.  supplies  not  conforming  to  specifications, 

1  1007.3203-24  Domestic  food,  clotK-  “SIKM f|£S?,SEKfJK£ 
ing,  cotton,  spun  silk  yarn  for  cartridge  (k)  The  Government  reserves  the  right  to 
cloth,  or  wool.  Insert  the  clause  set  forth  inspect  the  establishment  of  the  Contractor 
in  §  7.104-13  Of  this  title.  and  to  make  preliminary  inspection  of  the 

«  m.nnnnna  nr  n  ..  ..  _  services  rendered  at  that  point.  However, 

§  1007.3203—25  Renegotiation.  Insert  final  inspection  and  acceptance  of  the  serv* 
the  clause  set  forth  in  §  7.103—13  Of  this  ices  rendered  will  be  made  when  the  serviced 
title.  articles  are  returned. 

Assignment  of  claims. 


§  1007.3303-3  _ _  - 

I.isert  paragraph  (a)  of  the  clause  set 
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forth  in  §  7.103-8  of  this  title,  but  see 
§  1007.103-11. 

.  1003.3303-4  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

1  1007.3303-5  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

s  1007.1303-6  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§1007.3303-7  Eight-hour  law  of  1912. 
insert  the  clause  set  forth  in  §  12.303-1 
of  this  title. 

§  1007.3303-8  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§1007.3303-9  Officials  not’ to  benefit. 
Insert  the  clause  set  forth  in  §  7.108-19 
of  this  title. 

§  1007.3303-10  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
jn  §  7.103-20  of  this  title. 

§  1007.3303-11  Termination  for  the 
convenience  of  the  Government.  Insert 
the  clause  set  forth  in  §  8.705-2  of  this 
title. 

§  1007.3303-12  Notice  to  the  Govern¬ 
ment  of  labor  disputes.  Insert  the  clause 
set  forth  in  §  7.105-3  of  this  title. 

§  1007.3303-14  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3303-15  Utilization  of  small 
business  concerns.  Insert  the  clause  set 
forth  in  §  7.104-14  of  this  title. 

{ 1007.3303-16  Government-furnished 
property.  Insert  the  following  clause: 
Government-Furnished  Property 

All  water-repellent  compounds  required  to 
be  used  for  laundered  or  dry  cleaned  articles 
«  garments  shall  be  furnished  by  the  Gov¬ 
ernment,  unless  the  Contractor  uses  processes 
requiring  water-repellent  compounds  not 
Stocked  by  the  Government. 

$  1007.3303-17  Count  of  articles.  In¬ 
sert  the  following  clause : 

.  Count  of  Articles 

The  Contractor  shall  be  liable  for  the  re¬ 
turn  of  the  number  of  articles  furnished  for 
wvlce  under  this  contract  in  accordance 
with  the  count  of  the  Contracting  Officer, 
unless  a  joint  count  shall  be  made  by  the 
Contractor  and  the  Contracting  Officer  at  the 
time  of  delivery  to  the  Contractor,  in  which 
event  the  number  agreed  upon  at  such  Joint 
count  shall  control. 

§  1007.3303-18  Loss  or  damage.  In¬ 
sert  the  following  clause : 

Loss  or  Damage 

(a)  The  Contractor  agrees  to  indemnify 
the  Government  for  any  Government-owned 
Property  delivered  to  the  Contractor  for 
Knricing  under  the  terms  of  this  contract 
which  (i)  cannot  be  located  for  return  to 
its  individual  owner  or  (ii)  is  damaged  and 
cannot,  in  the  opinion  of  the  Contracting 
Officer  or  the  Contractor,  be  satisfactorily  re¬ 
paired.  In  either  of  the  above  events,  the 
Contractor  agrees  to  pay  to  the  Government, 
or  to  the  individual  owner  of  any  specific 
item,  who  shall  be  the  assignee  of.  the  Gov- 
*rnment’s  claim  with  regard  to  that  specific 
item,  the  value  determined  therefore  in  ac¬ 
cordance  with  Air  Force  Manual  67-1;  or, 
tor  items  not  covered  by  that  Manual,  the 
°rtginal  cost  of  such  items  as  determined  by 
the  Contracting  Officer:  Provided,  That,  when 
in  the  Judgment  of  the  Contracting  Officer, 
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credit  should  be  allowed  for  depreciation  in 
the  value  of  the  property  at  the  time  of  such 
loss  or  damage,  the  parties  hereto  shaU  de¬ 
termine  the  amount  of  tho  allowable  credit. 
If  the  parties  fail  to  agree  upon  the  amounts 
of  allowable  credit,  the  dispute  shall  be  deter¬ 
mined  as  provided  in  the  clause  hereof 
entitled  “Disputes.” 

(b)  In  case  of  damage  to  any  article  of 
such  property  which  in  the  opinion  of  the 
Contracting  Officer  and  the  Contractor  can 
be  satisfactorily  repaired,  the  Contractor 
agrees  to  repair  the  same  at  Contractor’s 
expense  in  a  manner  satisfactory  to  the 
Contracting  Officer.  < 

§  1007.3303-19  Estimated  Require¬ 
ments.  Insert  the  clause  set  forth  in 
§  1007.4028.  If  desired,  a  paragraph  may 
be  added  limiting,  in  terms  of  percentage, 
the  quantity  which  may  be  called  for  in 
any  day,  week,  or  other  period,  and/or 
limiting  the  frequency  of  calls. 

§  1007.3303-20  Warranty.  Insert  the 
following  clause: 

Warranty 

The  Contractor  warrants  that  he  has  avail¬ 
able  sufficient  equipment,  facilities  and  plant 
capacity  to  perform  the  services  for  the  esti¬ 
mated  quantities  of  items  set  forth  in  the 
schedule  during  the  contract  period  specified. 

§  1007.3303-21  Subcontracts  for  work 
or  services.  Insert  the  clause  set  forth 
in  §  1007.4030  (b). 

§  1007.3303-22  Invoicing  and  pay¬ 
ment.  Insert  the  following  clause: 

Invoicing  and  Payment 

The  Contractor  shall  be  paid  at  the  end  of 
each  calendar  month  (or  more  frequently  if 
the  Contracting  Officer  finds  that  conditions 
so  warrant)  upon  the  submission  of  prop¬ 
erly  certified  invoices  or  vouchers  in  quad¬ 
ruplicate,  at  the  unit  prices  set  forth  in  the 
Schedule.  Invoices  shall  be  typewritten  or 
made  out  in  indelible  pencil  or  ink  and  sub¬ 
mitted  to  the  Contracting  Officer.  Only  the 
originals  of  the  invoices  must  be  signed. 
Each  invoice  and  copy  thereof  shall  contain 
the  following  certificate: 

“I  hereby  certify  that  the  above  bill  is 
correct  and  Just  and  that  payment  therefor 
has  not  been  received. 


(Firm) 


(Signature) 


(Title) 

§  1007.3303-23  Records  of  Govern¬ 
ment-owned  property.  Insert  the  fol¬ 
lowing  clause: 

Records  of  Government-Owned 
Property 

The  Base  Laundry  Officer,  for  general  laun¬ 
dry  and  dry  cleaning  services,  and  the  Base 
Medical  Supply  Officer,  for  hospital  services, 
shall  maintain  the  necessary  property  rec¬ 
ords  in  connection  with  their  respective  par¬ 
ticipation  in  this  contract. 

§  1007.3303-24  Storage  and  handling. 
Insert  the  following  clause: 

Storage  and  Handling 

During  the  time  Government-owned  prop¬ 
erty  is  in  the  place  of  business  of  the  Con¬ 
tractor  it  shall  be  stored  so  as  to  be  raised 
at  least  four  (4)  inches  from  the  floor.  The 
Contractor  warrants  that  all  articles  to  be 
laundered  or  dry  cleaned  under  this  contract 
will  be  segregated  in  the  Contractor’s  place 
of  business  and  handled  separately  from  any 
other  work  in  process,  and  that  hospital 
laundry  and  dry  cleaning  articles  will  be 
handled  separately  from  other  articles. 


§  1007.3304  Clauses  to  be  used  when 
applicable. 

§  1007.3304-1  Examination  of  records. 
Insert  the  clause  set  forth  in  §  7.104-15 
of  this  title  when  the  contract  results 
from  negotiation;  contracts  resulting 
from  advertising  will  not  contain  this 
clause. 

§  1007.3304-2  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  Contracting 
Officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.3304-3  Alterations  in  contract. 
According  to  the  requirements  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.3304-4  Superseding  specifica¬ 
tions.  According  to  the  requirements  for 
use  in  §  1007.4024,  insert  the  clause  set 
forth  in  that  section.  - 

SUBPART  HH — CLAUSES  FOR  DAIRY  PRODUCTS 
CONTRACTS 

§  1007.3403  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
contracts  for  the  procurement  of  dairy 
products. 

§  1007.3403-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3403-2  Inspection.  Insert  the 
clause  set  forth  in  §  1007.4037. 

§  1007.3403-3  Responsibility  for  sup¬ 
plies.  Insert  the  clause  set  forth  in 
§  7.103-6  of  this  title. 

§  1007.3403-4  Payments.  ^Insert  the 
clause  set  forth  in  §  7.103-7  of  this  title. 

§  1007.3403-5  Assignment  of  claims. 
Insert  paragraph  (a)  of  the  clause  set 
forth  in  §  7.103-8  of  this  title,  but  see 
§  1007.103-8. 

§  1007.3403-6  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.3403-7  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.3403-8  Notice  and  assistance 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this  title. 

§  1007.3403-9  Buy  American  Act.  In¬ 
sert  the  clause  set  forth  in  §  7.103-14  of 
this  title. 

§  1007.3403-10  Convict  labor.  Insert 
the  clause  set  forth  in  §  12,203  of  this 
title. 

§  1007.3403-11  Eight-hour  law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303-1  of  this  title. 

§  1007.3403-12  Walsh-Healey  Public 
Contracts  Act.  Insert  the  clause  set 
forth  in  §  12.604  of  this  title. 

§  1007.3403-13  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§  1007.3403-14  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.3403-15  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 


A 


RULES  AND  REGULATIONS 


monthly  period  for  laboratory  analysis.  If 
such  analysis  reveals  a  percentage  of  butter-, 
fat  below  that  specified  elsewhere  in  this  con¬ 
tract,  the  weighted  average  butterfat  per¬ 
centage  of  the  lots  from  which  the  samples  m 
were  drawn  shall  be  ascertained  on  the  basis 
of  the  percentage  in  the  samples,  and  all 
products  delivered  during  the  month  shall 
be  deemed  to  have  contained  the  average 
percentage  of  butterfat  so  ascertained. 

(b)  If  the  average  butterfat  content  so  de¬ 
termined  is  below  contract  requirements,  the 
price  per  unit  paid  to  the  Contractor  for  that 
month  shall  be  in  the  same  ratio  to  the  con¬ 
tract  price  per  unit  as  the  average  butterfat 
content  so  determined  is  to  the  average 
butterfat  content  required  to  be  delivered. 
No  payment  over  the  contract  unit  price  will 
be  made  for  any  delivery  of  products  con¬ 
taining  more  than  the  required  percentage 
of  butterfat,  as  stated  in  the  contract. 

(c)  The  foregoing  is  an  agreed  formula  for 
adjustment  of  prices  for  accepted  products 
which  might  have  been  rejected,  and  is  with¬ 
out  prejudice  to  the  Government’s  right  to 
terminate  for  default  or  to  pursue  any  other 
remedy  under  this  contract  or  provided  by 
law. 

§  1007.3405-2  Federal,  State,  and 
local  taxes.  The  clause  set  forth  in 
§  11.401  of  this  title  may  be  inserted  at 
the  option  of  the  contracting  officer.  If 
the  clause  is  omitted,  every  effort  will  be 
made  to  insure  that  all  taxes  are  ex¬ 
cluded  from  the  contract  price. 

SUBPART  II — CLAUSES  FOR  PACKING  AND 
CRATING  CONTRACTS 

§  1007.3503  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
contracts  for  the  procurement  of  pack¬ 
ing  and  crating  of  household  goods. 

§  1007.3503-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3503-2  Inspection.  Insert  the 
clause  set  forth  in  §  1007.4037. 

§  1007.3503-3  Responsibility  for  sup¬ 
plies.  Insert  the  clause  set  forth  ifr 
§  7.103-6  of  this  title. 

§  1007.3503-4  Payments.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.3503-5  Assignments  of  claims. 
Insert  subparagraph  (a)  of  the  clause  set 
forth  in  §  7.103-8  of  this  title,  but  see 
§  1007.103-8  of  this  part. 

§  1007.3503-6  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.3503-7  Disputes..  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.3503-6  Notice  and  assistance 
regarding  patent  infringement.  Insert 
the  clause  set  forth  in  §  9.104  of  this  title. 

§  1007.3503-9  Buy  American  Act.  In¬ 
sert  the  clause  set  forth  in  §  7.103-14  of 
this  title. 

§  1007.3503-10  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.3503-11  Eight-hour  Law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303-1  of  this  title. 

§  1007.3503-12  Walsh-Healey  Public 
Contracts  Act.  Insert  the  clause  set 
forth  in  §  12.604  of  this  title. 

§  1007.3503-13  Nondiscrimination  in 
Employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 


§  1007.3503-14  Officials  not  to  benefit 
Insert  the  clause  set  forth  in  §  7.103-10 
of  this  title. 

§  1007.3503-15  Covenant  against  con. 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.3503-16  Termination  for  con- 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  8.701,  or  §  8.705-1  of 
this  title,  as  appropriate. 

§  1007.3503-18  Utilization  of  sniaH 
business  concerns.  Insert  the  clause  set 
forth  in  §  7.104-14  of  this  title. 

§  1007.3503-19  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3503-20  Equipment.  Insert  foe 
following  clause  : 

Equipment 

The  Contractor  warrants  that  he  has  suffl. 
cient  equipment,  facilities  and  plant  capacity 
to  perform  the  services  for  the  estimated 
quantities  of  items  set  forth  in  the  Schedule 
during  the  contract  period  specified. 

§  1007.3503-21  Weighing  and  marking. 
Insert  the  following  clause: 

Weighing  and  Marking 

Each  container  (box,  crate,  barrel,  eta) 
shall  be  weighed  and  marked  by  th>;  Con¬ 
tractor  at  the  time  packing  and  crating  serv¬ 
ices  are  performed,  except  as  otherwise  pro¬ 
vided  in  this  contract.  The  costs  of  weighing 
and  marking  are  included  in  the  contract 
price  for  items  calling  for  packing  and  crating 
services.  The  Contractor  guarantees  that  the 
scales  used  for  weighing  are  accurate  and 
that  their  accuracy  will  be  checked  and  certi¬ 
fied  by  an  inspector  acceptable  to  the  Con¬ 
tracting  Officer  not  less  than  once  every  6 
months.  The  costs  of  such  inspections^snall 
be  borne  by  the  Contractor.  The  Contractor 
also  guarantees  that  all  weighing  and  mark¬ 
ing  will  be  accurately  performed.  Failure  to 
meet  these  requirements  satisfactorily,  as  de¬ 
termined  by  the  Contracting  Officer,  shall  be 
sufficient  reason  for  termination  of  the 
contract  by  the  Government  under  the  clause 
hereof  entitled  “Default.”  Each  container 
shall  be  suitably  and  legibly  marked  as  desig¬ 
nated  by  the  Contracting  Officer.  Necessary 
information  and  instruction  relative  to 
markings  required  will  be  provided  by  the 
Contracting  Officer  for  each  order  against  this 
contract:  such  marking  shall  be  governed  by 
regulations  applicable  to  the  ordering  agency. 

§  1007.3503-22  Contractor’s  liabilities. 
Insert  the  following  clause: 

Liability  for  Loss  or  Damage  to  Household 
Goods 

(a)  Subject  to  the  limitation  set  out  in 
paragraph  (b)  of  this  clause,  the  Contractor 
shall  be  liable  under  this  contract  to  the 
owner  of  the  household  goods  for  any  and 
all  loss  or  damage  to  such  goods  while  in 
the  Contractor’s  control  or  custody,  except 
that  the  Contractor  shall  not  be  liable  here¬ 
under  for  any  loss  or  damage  which  the 
Contractor  affirmatively  shows  to  have  re¬ 
sulted  from  an  Act  of  God,  or  the  public 
enemy,  or  strike,  riot  or  civil  commotion. 

(b)  The  Contractor’s  liability  hereunder 
for  loss  or  damage  to  the  household  goods 
is  limited  to  thirty  dollars  ($30)  per  100 
pounds,  and  the  rates  of  compensation  stipu¬ 
lated  herein  have  been  negotiated  to  reflect 
such  limitation  of  liability. 

(c)  For  any  loss  or  damage  for  which  the 
Contractor  is  liable  hereunder,  the  Contrac¬ 
tor  shall  make  prompt  payment  to  the  owner 
of  the  goods  lost  or  damaged. 


§  1007.3403-16  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  8.701  or  §  8.705-1  of 
this  title,  as  appropriate. 

§  1007.3403-18  Utilization  o  f  small 
business  concerns.  Insert  the  clause  set 
forth  in  §  7.104-14  of  this  title. 

§  1007.3403-19  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3403-20  Vehicles  or  convey¬ 

ances.  Insert  the  clause  set  forth  in 
§  1007.4018. 

§  1007.3403-21  Federal  Food,  Drug, 

and  Cosmetic  Act.  Insert  the  clause  set 
forth  in  §  1007.4019.  ' 

§  1007.3403-22  Sanitary  inspection. 

Insert/ the  clause  set  forth  in  §  1007.4017. 

§  1007.3403-24  Domestic  food,  cloth¬ 
ing,  cotton,  spun  silk  yarn  for  cartridge 
cloth,  or  wool.  Insert  the  clause  set 
forth  in  §  7.104-13  of  this  title. 

§  1007.3403-25  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.3404  Clauses  to  be  used  when 
applicable. 

§  1007.3404-1  Increase  or  decrease. 
According  to  the  requirements  of 
§  1007.4027,  insert  the  clause  set  forth 
in  that  section. 

§  1007.3404-2  Estimated  requirements. 
According  to  the  requirements  .  of 
§  1007.4028,  insert  the  clause  set  forth  in 
that  section. 

§  1007.3404-3  Milk  bottles.  If  the 
contract  is  for  the  delivery  of  milk  in 
bottles,  insert  the  following  clause : 

Milk  Bottles 

When  milk  is  delivered  in  glass  bottles,  the 
cost  of  the  bottle  shall  not  be  included  in 
the  price  of  the  milk,  and  the  bottles  shall 
remain  the  property  of  the  Contractor.  The 
Government  will  endeavor  to  prevent  undue 
breakage  or  loss  of  bottles  while  in  its  pos¬ 
session;  however,  the  Government  shall  not 
be  held  responsible  or  liable  in  any  way  for 
any  bottles  which  may  become  broken  or  lost. 

§  1007.3404-4  Approval  of  contract. 
Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title. 

§  1007.3404-5  Alterations  in  contract. 
According  to  requirements  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.3404-7  Examination  of  records. 
Insert  the  clause  set  forth  in  §  7.104-15 
of  this  title  when  the  contract  results 
from  negotiation;  contracts  resulting 
from  advertising  will  not  contain  this 
clause. 

§  1007.3405  Additional  clauses.  The 
following  clauses  may  be  used  when  de¬ 
sirable  or  necessary  to  cover  the  sub¬ 
ject  matter  contained  in  such  clauses. 

§  1007.3405-1  Laboratory  analysis. 

Laboratory  Analysis 

(a)  During  the  life  of  this  contract  a 
Government  Inspector  will  draw  samples  from 
not  less  than  three  shipments  during  each 
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•  1007.3503-23  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.3503-24  Government  property . 
The  following  clause  will  be  inserted  and 
In  addition  the  contract  schedule  will 
specify  the  individual  who  will  maintain 
the  Government  property  records  in  con¬ 
nection  with  the  contract: 

Government  Property 

/a)  When  household  goods  boxes  of  the 
types  described  in  paragraph  5-26  of  T.  O. 
0^35-11  are  furnished  by  the  Government, 
title  Bh*n  remain  in  the  Government.  Title 
to  all  Contractor-acquired  boxes  of  these 
types  shall  pass  to  the  Government  upon 
we  in  performing  acceptable  services  ordered 
under  this  contract.  All  such  boxes  are 
hereinafter  referred  to  as  Government  prop¬ 
s'  erty.  Government  property  shall  be  used 
only  for  the  performance  of  this  contract. 

(b)  The  Contractor  shall  store  Govern¬ 
ment  property  as  specified  in  the  Schedule, 
and  shall  utilize  Government  property  in  its 
possession  as  directed  by  the  Contracting 
Officer.  The  Contractor  shall  be  account¬ 
able  and  responsible  for  all  Government 
property  in  its  possession,  and  shall  maintain 
and  administer  in  accordance  with  sound  in¬ 
dustrial  practice,  a  program  for  the  preser¬ 
vation  and  protection  of  Government  prop¬ 
erty,  talcing  aU  responsible  steps  to  comply 
with  the  directions  of  the  Contracting  Officer 
in  connection  therewith. 

(c)  In  cases  of  loss  or  damage  to  Govern¬ 
ment  property  as  a  result  of  negligence  of  the 
Contractor  or  its  employees,  the  Contractor 
agrees  to  indemnify  the  Government  there¬ 
for,  or  to  repair  the  Government  property  at 
the  Contractor’s  expense,  in  a  manner  satis¬ 
factory  to  the  Contracting  Officer. 

(d)  Upon  completion  or  termination  of 
this  contract,  the  Contractor  will  make  dis¬ 
position  of  residual  Government  property  in 
accordance  with  instructions  issued  by  the 
Contracting  Officer. 

51007.3504  Clauses  to  be  used  when 
Wlicable. 

5 1007.3504- 1  Increase  or  decrease. 
According  to  the  requirements  of  §  1007.- 
4027,  insert  the  clause  set  forth  in  that 
lection. 

{ 1007.3504-2  Estimated  requirements. 
According  to  the  requirements  of 
5 1007.4028,  insert  the  clause  set  forth  in 
that  section. 

5 1007.3504- 3  Priorities,  allocations 
end  allotments.  According  to  the  re¬ 
quirements  of  §  1.308-2  of  this  title,  in¬ 
sert  the  clause  set  forth  in  §  7.104-18  of 
this  title. 

§  1007.3504-4  Approval  of  contract. 

:  Whenever  the  contract  requires  manual 
approval,  other  than  by  the  contracting 
officer,  prior  to  becoming  effective,  insert 
the  clause  set  forth  in  §  7.105-2  of  this 
title.  " 

5 1007.3504- 5  Alterations  in  contract. 
According  to  the  requirements  of  this 
title,  insert  the  clause  set  forth  in 
57.105-1  of  this  title. 

1 1007.3504- 6  Examination  of  records. 
Insert  the  clause  set  forth  in  §  7.104-15 
of  this  title  when  the  contract  results 
from  negotiation;  contracts  resulting 
from  advertising  will  not  contain  this 

I  clause. 


SUBPART  JJ — CLAUSES,  SPECIAL  PROVISIONS, 

AND  SPECIFICATIONS  FOR  CONTRACTS  FOR 

CARE  OF  REMAINS 

S  1007.3603  Schedule.  The  following 
will  be  used  as  the  schedule  for  contracts 
for  care  of  remains  and  will  be  com¬ 
pleted  with  appropriate  information. 

Schedule 

(CONTRACT  FOR  CARE  OF  REMAINS) 

Parti 

Supplies,  Services  and  Transportation  To 
Be  Furnished.  The  Contractor  shall  furnish 
to  the  Government  such  supplies,  services 
and  transportation  described  in  this  Schedule 
as  may  be  called  for  by  the  Contracting 
Officer  during  the  contract  period. 

a.  Contract  Period.  The  contract  period 

shall  extend  from _ _ 

through _ _ _ 

b.  Area  of  Performance.  This  contract  is 
established  to  provide  for  care  of  remaihs 
in  the  area  within  a  radius  of  30  miles  of 


the  contractor’s  establishment.  The  con¬ 
tractor  will  from  time  to  time  be  required 
to  go  beyond  the  30  mile  radius  in  perform¬ 
ance  of  this  contract.  When  required  to  go 
beyond  the  30  mile  radius  the  contractor 
will  be  paid  on  a  per  loaded  mUe  basis  for 
the  distance  traveled  outside  of  the  30  miiw 
radius. 

c.  Personnel  Exceptions.  Except  as  pro¬ 
vided  below,  the  supplies,  services  and  trans¬ 
portation  described  below  are  for  deceased 
Government  personnel  as  may  be  directed  by 
the  Contracting  Officer:  Exceptions: 


(State  exceptions,  or  if  none,  so  state) 

d.  Using  Activities.  Using  activities,  En 
addition  to  the  installation  making  this  con¬ 
tract,  are  as  follows: 


e.  Invoices  for  payment  shaU  be  submitted 
to: 


f.  Supplies,  services  and  transportation. 


Item 

No. 

1 


2 


3 


Supplies,  services,  and  transportation 
For  a  Type  1  Casket,  supplies,  sendees  and  all  transportation 
within  a  30  mile  radius  of  the  contractor’s  establishment,  in 
accordance  with  Specifications  A,  B,  C  and  J)  of  Part  III. 
For  a  Type  II  Casket,  supplies,  services  and  all  transportation 
within  a  30  mile  radius  of  the  contractor’s  establishment,  in 
accordance  with  Specifications  A,  B,  C  and  D  of  Part  III. 
For  transportation  in  a  suitable  funeral  coach,  ambulance, 
service  car  and/or  passenger  car  when  required  to  go  beyond 
the  30  mile  radius  of  the  contractor’s  establishment,  in  accord¬ 
ance  with  Specification  E  of  Part  III. 


Estimated 

quantity  Unit  Unit  price  Amount 
.  EA 


.  EA 

\ 

. -  _ _ —  EA  (loaded 

muc). 


If  an  AP  Aerial  Port  of  Entry  is  to  be  a  using  activity,  the  following  will  be  added  as 
an  addendum  to  the  Schedule :  /- 


Item 

No. 

4 


6 


6 


7 


I 

Supplies,  services,  and  transportation 

For  a  Type  I  Casket,  Shipping  Case,  touch-up  services  and 
removal  of  remains  to  the  place  where  services  will  be  per¬ 
formed  in  accordance  with  Specifications  B,  C,  and  F  of  Part 
III. 

For  a  Type  II  Casket,  shipping  case,  touch-up  services  and 
removal  of  remains  to  the  place  where  services  will  be  per¬ 
formed,  in  accordance  with  Specifications  B,  C,  and  F  of  Part 
III. 

For  transportation  of  remains  in  a  suitable  funeral  coach  or 
service  car  from  the  place  where  services  were  performed  to 
the  selected  carrier  terminal,  in  accordance  with  Specification 
O  of  Part  III. 

Touch-up  services  only  (Government  will  furnish  casket  and 
shipping  case)  and  removal  of  remains  to  the  place  where 
services  will  be  performed  in  accordance  with  Specification 
F  of  Part  III. 


Estimated 

quantity  Unit  Unit  price 


EA 


EA  (per 
loaded 
mile). 

EA 


Amount 


Calls  for  Items  4,  5,  or  7  of  the  Adden¬ 
dum  to  the  Schedule  will  be  as  directed 
by  the  contracting  officer. 

§  1007.3604  General  provisions.  The 
following  general  provisions  will  be  in¬ 
cluded  in  contracts  for  care  of  remains 

and  will  be  entitled  “Part  n.” 

• 

§  1007.3604-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3604-2  Changes.  Insert  the 
clause  set  forth  in  §  1Q07.4025. 

§  1007.3604-3  Inspection.  Insert  the 
clause  set  forth  in  §  10Q7.4037. 

§  1007.3604-4  Payments.  Insert  the 
clause  set  forth  in  §  7.103-7  of  this  title. 

§  1007.3604-5  Assignment  of  claims. 
Insert  paragraph  (a)  of  the  clause  set 
forth  in  §  7.103-8  of  this  title,  but  see 
§  1007.103-8. 

§  1007.3604-6  Federal,  State,  and  lo¬ 
cal  taxes.  Insert  the  clause  set  forth  in 
§  11.401  of  this  title. 

§  1007.3604-7  Termination  for  con¬ 
venience  of  the  Government.  Insert  the 
clause  set  forth  in  §  8.705-2  of  this  title. 

§  1007.3604-8  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 


§  1007.3604-9  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.3604-10  Estimated  require¬ 
ments.  Insert  the  clause  set  forth  in 
§  1007.4028. 

§  1007.3604-11  Buy  American  Act.  In¬ 
sert  the  clause  set  forth  in  §  7.103-14  of 
this  title. 

§  1007.3604-12  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.3604-13  Eight-hour  law  of  1912. 
Insert  the  clause  set  forth  in  §  12.303-1 
of  this  title. 

§  1007.3604-14  Walsh-Healey  public 
contracts  Act.  Insert  the  clause  set  forth 
in  §  12.604  of  this  title. 

§  1007.3604-15  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title. 

§  1007.3604-16  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.3604-17  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 


RULES  AND  REGULATIONS 


emains  sonnel.  Fingernails  shall  be  trimmed  and 
hment.  Cleaned  and  cosmetics  applied  to  render  a 
satisfactory  appearance.  The  mouth  shall  ' 
be  securely  closed  and  the  eyes  treated  to 
e  other  prevent  excessive  -wrinkling,  sunken  appear, 
it  shall  ance  or  transparent  lids, 
tracting  (2)  Lacerations,  abrasions  and  incision* 
shall  be  adequately  sutured  and  sealed  to 
Tn-  Prevent  leakage-  There  shall  be  no  disten- 
xn-  tion  or  presence  Df  gases  in  the  trunk  cavil 
ties.  Postmortem  discolorations  r^ultlne 
ired  for  from  improper  circulation  of  embalm^ 
ontract,  chemicals  shall  not  be  in  evidence.  Pog^ 
as  ap-  mortem  stains  shall  be  chemically  bleached 
Caskets  and  rendered  invisible  by  cosmetic  treatment. 

B  inches  Swollen  or  distorted  features  shall  be  reduced 
be  con-  to  the  normal  likeness  of  the  deceased. 

(3)  Maggots  and  other  parasites  shall  be 
destroyed,  removed  and  their  breeding  media 
it.  In-  immunized.  Ample  time  must  be  allotted  to 
allow  the  fumes  from  chemicals  used  in 
RimnHP*  treating  parasites  and  larvae  to  dissipate  to 
5  pp.  prevent  objectionable  odors. 

*  e  .  ’  b.  Chemicals.  Only  standard  commercial 
irnished  chemicals  accepted  by  the  profession  shall 
.  .  be  used. 

m  er  °  c.  Types.  It  shall  be  recognized  that  de- 
ceased  personnel  are  classified  into  three 
history,  types  of  remains.  Necessarily  each  type  r«. 

'  quires  variation  in  the  embalming  treatment 
to  accomplish  the  maximum  of  results.  The 
h  casket  condition  of  the  remains  shall  dictate  the 
reof  en-  manner  in  which  thorough  preservation  of 
ntractor  an  cellular  tissue  is  to  be  accomplished.  The 
irnished  time  element  involved  during  the  interval 
;s  of  the  between  embalming  and  arrival  of  the  re¬ 
mains  at  final  destination  is  a  factor  requir¬ 
ing  art  ing  conslderatlon  during  preparation.  Ade- 
a  '  quate  time  shall  be  allowed  for  each  embalm- 
\  ing  operation  and  for  postmortem  inspec- 
ontract-  tions  to  insure  arrival  of  each  remains  at  its 
>r  Major  final  destination  in  an  acceptable  state  of 
i tion  of  preservation. 

mouth,  (1)  Ttfpe  A— Normal  remains,  (a)  These 
prepared  are  remains  where  death  is  due  to  natural 
swing  of  causes,  and  will  consist  of  nonautopsied, 
in  direc-  nonmutilated  remains  in  which  only  minor 
perform  tissue  destruction  has  occurred, 
restora-  (b)  Treatment.  A  thorough  preembalm- 
ice  with  lng  analysis  shall  be  made  to  determine  the 
entitled  most  effective  embalming  procedure  to  be 
employed.  Initial  injection  should  consist 
of  a  proper  strength  chemical  with  subse- 
d  when  quent  injections  being  Increased  in  concen¬ 
tration  to  penetrate  thoroughly  all  capil¬ 
laries.  In  addition,  hypodermic  injection, 
ontract.  packs  and  other  specialized  treatment  shall 
manual  be  employed  to  insure  adequate  preservation, 
tracting  Drainage  shall  be  accomplished  utilizing  the 
insert  necessary  technique  to  produce  maximum 
Of  this  results.  The  abdominal  and  thoracic  cavi¬ 
ties  should  be  thoroughly  aspirated  and  in¬ 
jected  with  sufficient  quantities  of  acceptable 
irnished  chemicals  to  insure  preservation. 

Port  of  (2)  Type  B — Autopsied  remains,  (a) 
sert  the  These  are  remains  on  which  either  a  partial 
filjp  or  complete  autopsy  has  been  performed. 

(b)  Treatment.  The  six-point  injection 
technique  shall  be  on  a  sectional  basis  with 
additional  hypodermic  injections  in  the  up¬ 
per  and  lower  extremities.  Chemicals  must 
be  of  sufficient  quantity  and  concentration 
to  insure  penetration  and  preservation.  On 
thoracic  or  abdominal  autopsies  the  viscera 
shall  be  removed,  placed  in  a  receptacle  and 
covered  with  chemicals  and  intestinal  and 
abdominal  gases  shall  be  relieved.  When  a 
cranial  autopsy  has  been  accomplished,  the 
contents  of  the  cranial  cavity  shall  be  treated 
in  the  same  manner  as  the  viscera.  Follow¬ 
ing  completion  of  the  embalming  operation, 
these  organs  shall  be  treated  liberally  with 
hardening  compound  and  replaced  within  the 
-Preparation  of  Remains  cavities  in  the  normal  anatomical  location. 

(3)  Type  C — Non-view*ble  remains,  (a) 
These  are  remains  wherein  there  exists  ex¬ 
treme  mutilation,  advanced  stages  of  putre¬ 
faction  or  severe  burning  or  charring  and 
restoration  to  a  normal  lifelike  appearance 
by  major  restorative  art  measures  are 
precluded. 


§  1007.3604-18  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4030  (b) . 

§  1007.3604-19  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title. 

§  1007.3604-20  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3604-21  Transportation.  In¬ 
sert  the  following  clause: 

The  Contractor  shall  transport  remains  to 
the  place  where  the  preparation  of  remains  is 
to  be  performed,  to  a  common  carrier,  and  to 
any  other  place  specified  by  the  Contracting 
Officer. 

§  1007.3604-22  Inconsistent  provisions. 

Insert  the  following  clause : 

In  the  event  of  any  inconsistency  in  the 
provisions  of  any  of  the  parts  of  this  con¬ 
tract,  the  following  order  shall  control : 

Schedule  (Part  I);  General  Provisions  (Part 
II) ;  and  Specifications  (Part  III) . 

§  1007.3604-23  Advertising  prohibited. 

Insert  the  following  clause: 

The  Contractor  shall  not  advertise  in  any 
way  that  he  has  a  contractual  relationship 
with  the  Government  as  a  result  of  the 
award  of  this  contract. 

§  1007.3604-24  Professional  require¬ 
ments.  Insert  the  following  clause: 

(a)  Preparation  and  transportation  of  re¬ 
mains  shall  be  performed  in  accordance  with 
all  applicable  federal,  state  and  local  health 
laws,  statutes  and  regulations.  The  Con¬ 
tractor  is  responsible  for  insuring  that  all 
necessary  health  department  permits  are  in 
order  for  disposition  of  remains. 

(b)  The  funeral  home  shall  be  licensed  by 
the  state  health  department  where  required, 
and  shall  have  a  qualified  manager  and  a 
competent  staff  to  furnish  the  highest  qual¬ 
ity  of  professional  services. 

§  1007.3604-25  Facility  requirements. 

Insert  the  following  clause: 

(a)  The  funeral  home  shall  have  complete 
facilities  for  maintaining  the  highest  stand¬ 
ard  of  solemnity,  reverence,  assistance  to  the 
family,  and  arrangements  for  prescribed 
ceremonial  services. 

(b)  Preparation  room  shall  be  clean  and 
sanitary  with  adequate  equipment. 

(c)  Chapel  and  reposing  room  shall  pre¬ 
sent  an  appearance  of  careful  upkeep.  The 
funeral  home  shall  have,  or  be  able  to  obtain 
catafalques,  church  trucks  and  equipment 
for  Protestant,  Catholic  and  Jewish  services. 

(d)  The  general  appearance  of  the  funeral 
home,  furnishings,  grounds  and  surrounding 
area  shall  give  the  impression  of  a  clean  and 
well  kept  establishment. 

§  1007.3604-26  Coordination.  Insert 
the  following  clause: 

Necessary  coordination  shall  be  effected 
with  the  Contractor’s  funeral  director  on  all 
funeral  arrangements,  which  shall  include 
the  time  remains  will  be  ready  for  inspec¬ 
tion,  viewing  and  shipment,  time  and  place 
of  religious  services,  time  and  place  of  in¬ 
terment  and  shipping  schedules  or  final  dis¬ 
position  of  remains. 

.  -  __  _.  ....  ,  Specifications  (Contract  for  Care  of 

§  1007.3604-27  Time  of  delivery.  In-  remains) 

sert  the  following  clause: 

PART  III 

The  Contractor  shall  furnish  the  Supplies 
and  Services  called  for  as  soon  as  practicable  Specification  A- 
after  receipt  of  a  call  issued  hereunder.  In  a.  Analysis.  The  preparing  embalmer  shall 
no  case  will  shipment  be  made  until  the  critically  analyze  his  completed  treatment 
Contractor  certifies  that  the  remains  will  be  keeping  the  following  basic  requirements  in 
in  an  acceptable  state  of  preservation  upon  mind  as  a  guide: 

final  delivery.  The  Contractor  shall  not  be  (1)  The  remains  shall  be  bathed,  and  the 
responsible  for  notifying  the  consignee  of  face  shaved  and  the  hair  trimmed.  Hair 
time  of  arrival  of  shipped  remains.  dressing  shall  be  accomplished  on  female  per- 
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/M  Treatment. 

1  professional  treatment  utilized  for  Type 
A  and  Type  B  remains  shall  be  employed  de¬ 
fending  upon  the  condition  of  the  remains. 

2  Mutilated  remains  shall  be  treated  uti-  >• 
lizing  the  arterial  injection  technique  wher¬ 
ever  possible,  supplemented  by  hypodermic 
iJiwtions.  immersion  in  chemicals  and  use 
J  hardening  compound. 

3  preservative  techniques,  in  addition  to 
Type  A  and  Type  B  methods,  shall  be  em¬ 
ployed  as  required  by  the  situation  en¬ 
countered.  These  supplemental  techniques 
-HI  include: 

(o)  Thorough  aspiration  of  foreign  ma¬ 
terial,  and  Injection  of  proper  embalming 
chemicals. 

(b)  Hypodermic  injection  of  all  unem¬ 
balmed  areas  using  proper  strength  chemi¬ 
cals. 

(c)  Liberal  application  of  hardening  com¬ 
pound  to  charred  and/or  mutilated  portions. 

(d)  Application  of  chemical  packs  to 
localized  area. 

(e)  Other  approved  techniques  when  ap¬ 
propriate. 

(c)  In  cases  where  identification  of  re¬ 
mains  is  pending,  the  following  procedures 
will  be  used:  ^ 

1.  All  remains  will  be  thoroughly  treated 
with  a  1 :  3  solution  of  a  commercially  ac¬ 
cepted  cavity  fluid.  In  addition  to  this  treat¬ 
ment,  the  remains  will  also  be  thoroughly 
aprayed  with  a  concentrated  solution  of  a 
good  commercial  grade  chemical-type  de¬ 
odorant  (nonmasking)  as  required. 

2.  When  the  identification  processing  has 
been  completed,  preparation  will  be  con¬ 
tinued  as  prescribed  in  paragraph  c  (3)  <b) 
abQve. 

(d)  Inspection.  Remains  shall  be  in¬ 
spected  by  a  licensed  embalmer  after  a  suit¬ 
able  time  has  elapsed  to  make  certain  that 
preservation  is  uniform  and  complete.  When 
reinjection  is  necessary,  it  must  be  done  be¬ 
fore  delivery  of  the  remains.  Whenever 
necessary,  remains  shall  be  held  for  repeated 
attention  until  their  condition  is  satisfac¬ 
tory. 

(e)  Cosmetizing.  Tissue  repairs  and  cos¬ 
metic  treatment  are  considered  to  be  part 
of  Preparation  of  Remains,  which  shall  also 
Include  minor  restorative  art  work  (lacera¬ 
tions,  contusions,  abrasions,  ecchymosis, 
etc.)  to  present  a  viewable  remains  upon 
arrival  at  final  destination. 

(f)  Dressing  remains.  Remains  shall  be 
dressed  in  the  clothing  furnished,  except 
that  where  remains  are  so  mutilated  as  to 
preclude  dressing,  they  shall  be  neatly 
wrapped  in  the  rubber  sheet  and  blanket 
furnished.  Satisfactory  appearance  shall  be 
insured  whether  the  remains  are  dressed  or 
wrapped. 

(g)  Placement  in  casket.  Remains  shall 
be  placed  in  the  casket  in  a  manner  that 
will  create  an  appearance  of  rest  and  com¬ 
posure,  and  to  insure  maintenance  of  posi¬ 
tion  during  transit.  When  remains  are  to 
be  shipped,  pads  may  be  placed  around  them 
to  prevent  shifting.  The  pillow  shall  be 
turned  over  and  a  clean  piece  of  cloth  placed 
over  the  face.  The  casket  shall  be  of  suffi¬ 
cient  size  to  prevent  the  appearance  of 
crowding  and  cramping  of  remains. 

Specification  B — Casket,  Metal 

(a)  General.  This  specification  provides 
for  a  standard  commercial  type  metal  casket 
Including  an  innerseal  when  called  for  by 
the  Contracting  Officer.  For  identification 
purposes  the  caskets  are  classified  as  follows : 

(1)  Type  I — Casket,  metal  (hinged  cap) 

with  innerseal.  -  _ 

(2)  Type  II — Casket,  metal  (hinged  cap) 
Without  innerseal. 

(b)  Standards.  The  caskets  furnished  un- 
fler  the  contract  shall  conform  to  the  stand- 

I  »rds  herein. 

(1)  Design.  The  casket  shall  have  top 
I  and  bottom  moldings,  rigid  handrails,  round 
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or  square  ends  and  be  of  conventional  square 
or  round  design  in  accordance  with  best 
commercial  practice. 

(2)  Size.  The  casket  shall  be  furnished 
In  standard  stock  sizes  common  to  the  in¬ 
dustry.  In  the  Type  I  casket  the  minimum 
dimension  between  the  innerseal  and  bot¬ 
tom  shall  be  16  inches. 

(3)  Construction.  The  casket  shall  consist 
of  a  lid  with  oval  panel  and  top  frame,  body, 
lining  assembly,  (side  panels,  pillow,  mat¬ 
tress  or  bed,  lid  panel),  handrail  assembly 
and  in  the  Type  I  casket  an  innerseal.  The 
casket  shall  be  of  welded  or  soldered  con¬ 
struction  or  a  combination  of  both.  The 
casket  shall  be  constructed  so  as  to  afford 
only  half  exposure  of  the  remains. 

(a)  Hardware.  The  lid,  head  cap  and  panel 
shall  be  hinged  with  two  or  more  hinges  and 
each  shall  be  provided  with  supports  for 
retaining  the  member  in  an  open  position 
and  with  locks  to  prevent  movement  when 
closed.  Locks  shall  be  as  inconspicuous  as 
possible.  All  hinges  shall  be  bolted,  spot- 
welded,  or  welded,  or  a  combination  of  these, 
to  the  lid  and  the  casket  body. 

(b)  Lid.  The  lid  shall  be  the  standard 
hinged  head  panel  construction  and  shall  be 
formed  from  terneplate  or  stretcher  leveled 
cold  rolled  steel  not  less  than  0.0359  inch  in 
thickness  (20  gage  U.  S.  Standard  Revised). 

(c)  Body.  The  body  shall  be  welded  or 
soldered,  or  both,  and  formed  from  terne¬ 
plate  or  cold  rolled  steel  not  less  than  0.0359 
inch  in  thickness  (20  gage  U.  S.  Standard 
Revised).  The  bottom  panel  may  be  fabri¬ 
cated  from  hot  rolled  mild  steel  of  the  same 
thickness.  The  Type  I  casket  body  shall  have 
a  top^  flange  of  sufficient  bearing  surface  to 
support  the  rubber  gasket  of  the  innerseal. 
Flanges  shall  be  fabricated  from  terneplate 
or  cold  rolled  steel  of  the  same  thickness  as 
the  body.  The  casket  shall  be. electric  spot- 
welded  and  soldered  for  the  fuli  length  of  all 
miters.  Bottom  shall  be  spot-  or  tack-welded 
to  the  sides  and  the  ends  of  casket  body  at 
intervals  of  not  more  than  six  (6)  Inches 
between  welds,  or  lock-seamed  to  sides  of  the 
body.  Continuous  welding  shall  be  per¬ 
mitted.  After  lock-seaming,  spot-  or  tack¬ 
welding,  the  entire  length  and  width  of  bot¬ 
tom  seams  shall  be  soldered.  The  bottom 
panel  shall  be  constructed  from  one  piece  of 
metal  and  shall  be  formed  either  by  (1)  rein¬ 
forcing  ridges  not  less  than  %  inch  deep, 
spaced  not  more  than  8  inches  apart,  extend¬ 
ing  lengthwise  or  crosswise  to  the  bottom; 
lengthwise  ridges  shall  run  to  within  ap¬ 
proximately  four  inches  of  end-hand  grooves,  • 
or  full  length,  and  crosswise  ridges  6hall  run 
to  within  approximately  one  inch  of  side 
hand  grooves;  the  bottom  panel  shall  be 
reinforced  with  not  less  than  4  inch  channel 
braces,  welded  to  the  inside  of  bottom  either 
on  or  between  ridges,  across  the  width;  all 
braces  shall  be  welded  to  the  hand  hold 
grooves  on  both  sides  of  the  bottom;  or  by  (2) 
lnnerbottom  of  steel  not  less  thap  0.0239  inch 
thick  with  ridges  not  more  than  8  Inches 
apart,  spot-welded  to  a  smooth  side  bottom. 

(d)  Handrails,  handrails  plates  and  corner 
ornaments.  The  handrails  shall  be  rigid  type, 
oval  design,  and  fabricated  from  terneplate 
or  cold  rolled  steel  a  minimum  of  0.017  inch 
thick  (26  gage,  U.  S.  Standard  Revised) .  The 
handrail  plates  and  corner  ornaments  shall 
be  fabricated  from  terneplate  or  cold  rolled 
steel,  not  less  than  0.0359  inch  thick  (20  gage, 
U.  S.  Standard  Revised).  When  supplied, 
each  handrail  plate  or  corner  ornament  shall 
be  secured  to  the  casket  with  a  minimum  of 
two  bolts  or  studs  not  less  than  inch  in 
diameter.  Spacing  of  handrail  plates  shall 
be  either  three  or  more  to  a  side  and  one  plate 
to  an  end  unless  a  corner  ornament  Is  used 
as  a  support  for  a  continuous  bar.  The  hand¬ 
rails  shall  be  so  constructed  and  attached  to 
the  handrail  assembly  to  support  the  weight 
of  the  casket  plus  an  additional  equally  dis¬ 
tributed  weight  of  300  pounds,  without 
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buckling,  pulling  away  from  the  casket  or 
showing  other  signs  of  weakness. 

(e)  Innerseal  (applicable  to  Type  I).  The 

Innerseal  shall  be  an  Interchangeable  all 
metal  Innerseal,  crystal  glass  and  metal  in¬ 
nerseal  or  acrylic  sheet  and  metal  Innerseal. 
The  all  metal  Innerseal  shall  be  formed  from 
terneplate  or  cold  rolled  steel  not  less  than 
0.0359  inch  thick  (20  gage  U.  S.  Standard  Re¬ 
vised).  The  crystal  glass  and  metal  Innerseal 
or  the  acrylic  sheet  and  metal  innerseal  shall 
be  formed  from  terneplate  or  cold  rolled  steel 
not  less  than  0.0359  inch  thick  (20  gage  U.  S. 
Standard  Revised)  and  shall  contain  a  win¬ 
dow  formed  of  inch  acrylic  sheet  which 
shall  be  set  in  either  white  lead  or  linseed 
oil  putty  or  in  a  synthetic  or  a  natural  rubber 
gasket  to  achieve  an  airtight  seal.  Only  half 
exposure  shall  be  required  on  the  Innerseal 
with  a  viewing  window.  The  innerseal  shall 
be  fitted  with  a  suitable  gasket  made  of  syn¬ 
thetic  or  natural  rubber  to  fit  accurately  with 
the  flange  of  the  casket  body.  A  suitable  talc 
shall  be  jslaced  on  the  rubber  gasket  in  suffi¬ 
cient  quantity  to  act  as  a  parting  agent.  £t 
least  24  cadmium  plated  or  bronze  finished 
clamps  or  screws  shall  be^furnished  to  secure 
the  innerseal  to  the  casket  and  insure  an  air¬ 
tight  seal.  \ 

(f)  Welding.  All  component  parts  to  be 
welded  shall  be  properly  aligned  into  position 
prior  to  welding.  Welding  shall  be  first  class. 
Resistance,  arc,  or  gas  welds  shall  be  sound, 
free  from  pits,  holes  or  fissures.  Welding 
shall  be  accomplished  without  burning 
through  the  welded  metals  and  calculated 
properly  to  make  a  sound  weld.  After  any 
flash  welding  outside  exposed  flash  shall  be 
stripped  entirely  and  no  trace  of  the  joint 
shall  be  visible  after  finishing.  All  arc  or 
gas  welds  shall  have  full  penetration  and 
adequate  fusion,  forming  a  joint  of  strength 
equal  to  that  of  the  material  welded.  Ex¬ 
posed  welds  shall  be  ground  and  sanded  flush 
to  the  original  surface  and  shall  be  unde¬ 
tectable  after  finishing. 

(g)  Finish.  The  color  of  the  final  finish 
shall  be  statuary  bronze.  This  finish  may  be 
achieved  through  one  of  two  methods. 

1.  Synthetic  Enamel,  Baked.  All  surfaces 
of  metal  components  shall  be  thoroughly 
cleaned  and  given  phosphate  coating.  A 
primer  shall  be  applied  to  all  surfaces  which 
will  be  exposed  after  the  casket  is  assembled, 
except  the  bottom  shall  be  dry-sanded  to  a 
smooth  finish.  All  exposed  metal  surfaces 
of  the  lid  and  head  panel  when  viewed  open 
or  closed,  and  all  exterior  exposed  metal  sur¬ 
faces  of  the  casket,  except  the  bottom,  shall 
be  coated  with  synthetic  gloss  enamel. 

2.  Nitrocellulose  Lacquer  (Air  Dry  or  Flash 
Dry).  All  surfaces  of  the  metal  components 
shall  be  thoroughly  cleaned  and  given  a 
phosphate  coating.  A  primer  shall  be  applied 
to  all  surfaces  and  edges.  Forced  drying  may 
be  used,  if  desired.  All  exposed  metal  sur¬ 
faced  of  .the  lid  and  head  panel  when  viewed 
open  or  closed,  and  all  exposed  metal  sur¬ 
faces  of  the  casket,  except  the  bottom  shall 
be  given  either  a  double  coat  or  two  coats  of 
lacquer.  This  lacquer  shall  dry  hard,  suffi¬ 
cient  for  recoating  in  30  minutes.  All  sur¬ 
faces  shall  then  be  double  coated  with  a  clear 
lacquer.  The  exposed  heads  of  screws  or 
bolts  used  for  assembling  the  casket  shall 
be  finished  to  correspond  to  the  finish  of  the 
Casket.  The  finish  coat  shall  level  out  to  pro¬ 
duce  a  smooth  and  uniform  flow  without 
orange-peel,  runs,  wrinkles,  drops,  streaks 
or  areas  of  thin  film  or  no  film.  Buffing  of 
the  top  shall  be  accomplished.  The  casket 
6hall  be  well  finished,  smooth,  clear  and  free 
from  defects  which  may  affect  the  appear¬ 
ance  or  serviceability. 

(h)  Upholstering. 

1.  Lining  assembly.  The  lining  assembly 
for  the  interior  of  the  lid  or  head  panel,  sides 
of  the  casket,  bed  spread,  pillow  case  and, 
where  applicable,  the  sides  of  the  Innerseal 
frame,  shall  be  lined  in  white  or  eggshell 
rayon  twill,  or  equal,  and  backed  with  cotton 
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sheeting.  When  head  and  foot  panel  type  Is 
used,  only  the  head  panel  shall  be  lined.  The 
assemblies  for  the  head  panel,  bed  spread 
and  top  of  the  pillow  case  shall  be  wave 
crushed,  tufted  or  shirred  either  by  hand  or 
by  machine.  Where  applicable,  the  side 
panels  of  the  casket  body  shall  have  padded 
skirting  or  aprons. 

2.  Pillow.  The  pUlow  case  shall  be  made 
of  domet  or  cotton  sheeting  as  used  in  the 
Industry,  filled  with  2*4  pounds,  plus  or 
minus  %  pound,  of  cotton  or  Tufflex.  The 
pillow  shall  then  be  Inserted  in  the  pillow 
cover.  The  pillow  will  be  not  less  than  22 
inches  long,  18  inches  wide  and  6  inches 
thick. 

3.  Bed.  The  bad  case  shall  be  made  of 
domet,  ticking  or  cotton  sheeting  and  filled 
with  16  pounds,  plus  or  minus  1  pound,  of 
clean  wood  wool,  Tufflex,  or  excelsior.  The 
bed  shall  have  a  bed  spread  secured  to  the 
top  prior  to  insertion  into  the  casket.  The 
bed  shall  be  not  less  than  78  inches  long,  23 
inches  wide,  and  7  inches  thick. 

(i)  Workmanship.  The  casket  shall  be 
produced  by  the.  best  means  employed  by 
those  skilled  in  the  art  of  metal  fabrication 
and  upholstery.  All  parts  shall  be  accurately 
formed  and  properly  assembled  into  the 
finished  article  and  the  casket  shall  be 
smooth,  clean,  well  finished  and  free  from  all 
defects  which  may  affect  the  appearance  or 
serviceability.  The  Type  I  casket  shall  be 
capable  of  withstanding  the  water  or  air  test 
as  commonly  practiced  in  the  industry.  A 
suitable  talc  shall  be  placed  on  the  rubber 
gasket  in  sufficient  quantity  to  act  as  parting 
agent. 

Specification  C — Outer  or  Shipping  Case 

(a)  General.  This  specification  provides 
for  a  standard  commercial  type  wood  box  to 
be  used  as  an  outer  or  shipping  case. 

(b)  Standards.  Unless  otherwise  ordered 
each  casket  shall  be  furnished  with  an  outer 
case  which  when  used  as  a  shipping  case 
shall  be  furnished  with  six  drop  handles,  two 
on  each  side  and  one  on  each  end.  The 
handles  shall  support  the  weight  of  the  case 
and  casket,  plus  an  additional  equally  dis¬ 
tributed  weight  of  300  pounds,  without 
buckling,  pulling  away  from  the  case  or 
showing  other  signs  of  weakness.  The  case 
shall  be  made  of  1 -inch  stock  of  thoroughly 
seasoned  white  pine,  or  other  wood  of  equal 
quality,  standard  to  the  industry  in  the 
locality  in  which  it  is  manufactured,  of  not 
less  than  %-inch  finished  thickness,  properly 
kiln-dried,  free  from  unsound  knots,  checks, 
shakes  or  other  defects  which  would  impair 
the  strength  or  usefulness  of  the  case.  The 
case  shall  be  constructed  of  tongue  or  dove¬ 
tail  joints  or  other  accepted  method  of  fabri¬ 
cation  common  to  the  industry,  surfaced 
two  sides  and  finished  thickness  to  be  not 
less  than  %  inch.  The  ends  shall  be  set  in 
with  sides  securely  nailed  thereto.  Bottom 
shall  be  of  cross  bottom  construction,  and 
securely  nailed  to  the  ends  and  sides.  Top 
shall  be  of  cross  top  construction  and  have 
two  top  battens  not  less  than  %-inch  thick¬ 
ness  and  not  less  than  3  inches  in  width, 
running  full  length  of  box  tbp  with  shaped 
or  chamfered  edges,  securely  nailed  or 
screwed  to  the  box  top  from  underside.  Top 
battens  shall  be  placed  4  inches  from  outside 
edge  of  top.  Two  %-inch  by  2-inch  cleats 
shall  extend  from  the  top  to  the  full  inside 

„  depth  of  the  case  at  each  end.  Top  and 
bottom  shall  be  made  flush  with  outside  of 
sides  and  ends.  Cement-coated  nails  are  to 
be  used  throughout  construction.  All  outer 
surfaces  of  the  box  shall  be  finished  with 
two  coats  of  steel-gray  paint.  Box  top  shall 
be  secured  to  body  of  box  with  not  less  than 
eight  1  %-inch  No.  10  flat  head,  wood  screws, 
evenly  spaced.  Size  of  box  shall  be  such  as 
to  allow  at  least  1-inch  clearance  between 
outside  of  casket  and  inside  of  box.  A  kraft 
paper  protective  shroud  and  pads  shall  be 
furnished  to  protect  the  casket  during 
transit. 


Specification  D — Funeral  Coach  and  Related 
Services 

(a)  Removal  of  remains.  Transporting 
remains  in  a  suitable  funeral  coach,  ambu¬ 
lance,  or  service  car  to  place  where  the  prepa¬ 
ration  is  performed.  This  service  shall  in¬ 
clude  calling  at  the  installation  hospital,  or 
other  place  where  death  occurs  or  where  re¬ 
mains  are  located  when  such  other  place  is 
within  a  radius  of  30  miles  of  contractor’s 
establishment,  receiving  the  remains,  and 
removing  them  to  the  contractor’s  mortuary 
or  other  place  of  preparation. 

(b)  Professional  funeral  service.  This 
service,  when  ordered,  shall  be  held,  as  speci¬ 
fied  in  order,  at  either  the  contractor’s  estab¬ 
lishment  or  a  military  installation  listed  un¬ 
der  paragraph  D,  Part  I,  Schedule  Sheet. 
Such  services  shall  include: 

(1)  Delivery  of  the  remains  to  the  place 
of  services  and,  as  necessary,  return  to  the 
contractor’s  establishment;  use  of  the  con¬ 
tractor’s  equipment  and  facilities  (including 
chapel) ;  professional  services  and  all  other 
services  incident  to  the  conduct'  of  a  funeral 
in  accordance  with  traditional  standards  of 
solemnity,  reverence,  and  respect  for  the 
deceased  and  his  family; 

42)  Passenger  car,  when  required,  to  trans¬ 
port  members  of  the  immediate  family  to  the 
funeral  service  and,  as  necessary,  to  the 
selected  carrier  terminal,  and  return. 

(c)  Funeral  coach  to  cemetery  or  to  se¬ 
lected  carrier  terminal.  Delivering  remains 
in  contractor’s  funeral  coach  to  a  cemetery 
or  to  a  selected  carrier  terminal  within  a 
30  mile  radius  of  the  contractor’s  establish¬ 
ment. 

Specification  E — Additional  Transportation 

(a)  General.  This  transportation,  when 
ordered  by  the  contracting  officer,  shall  con¬ 
sist  of  providing  a  suitable  funeral  coach, 
ambulance,  service  car  and  passengeT  car,  by 
the  contractor,  when  required  to  go  beyond 
the  30  mile  radius  of  his  establishment  in 
performance  of  contract. 

(b)  Terms.  The  contractor  will  be  paid  on 
a  per  loaded  mile  basis  for  the  distance 
traveled  outside  of  the  30  mile  radius. 

§  1007.3606-1  Reprocessing  remains 
at  zone  of  interior.  If  an  Air  Force 
Aerial  Port  of  Entry  is  to  be  a  using 
activity,  the  following  will  be  added  to 
the  specifications. 

Specification  F — Care  of  Remains 

(a)  General.  This  specification  provides 
for  examining  viewable  and  non-viewable 
remains  and  rendering  any  touch-up  services, 
as  required;  dressing  and  casketing  remains. 
These  services  should  be  performed  in  ac¬ 
cordance  with  accepted  professional  stand¬ 
ards  to  insure  that  viewable  and  non-view¬ 
able  remains  arrive  at  their  final  destination 
in  a  satisfactory  condition. 

(1) .  Viewable  remains  shall  be  examined 
for  uniformity  of  preservation  and  rendered 
touch-up  services,  as  required.  •  Cosmetics 
treatment  shall  be  performed  to  insure  re¬ 
mains  will  be  viewable  at  final  destination. 

(2)  Non-viewable  remains  shall  be  ex¬ 
amined  for  uniformity  of  preservation  and 
rendered  touch-up  services  as  required.  « 

(3)  Removal  of  remains  to  place  where 
services  will  be  performed.  See  paragraph 
28,  Part  II,  General  Provisions. 

(4)  Cleansing  of  reusable  metal  transfer 
case  shall  be  accomplished  when  contractor 
removes  the  remains  therefrom. 

Specification  G — Transportation  to  the 
Selected  Carrier  Terminal 

(a)  General.  This  transportation,  when 
ordered,  shall  consist  of  providing  a  suitable 
funeral  coach  or  service  car  for  transporting 
the  remains  from  the  place  where  services 
were  performed  to  the  selected  carrier 
terminal. 


(b)  Terms.  The  contractor  will  be  paid  on 
a  per  loaded  mile  basis  for  transportation 
furnished  to  transport  the  remains  from  the 
place  where  services  were  performed  to  the 
selected  carrier  terminal. 

SUBPART  KK — CLAUSES  AND  ARRANGEMENTS 
FOR  NEGOTIATED  UTILITY  SERVICE  CON¬ 
TRACTS 

§  1007.3703  Required  clauses  and  ar¬ 
rangement;  contracts  for  $2,400  or  less. 
When  a  negotiated  utility  service  con¬ 
tract  is  utilized  in  accordance  with 
|  16.007  of  this  title,  the  following 
clauses  and  provisions  will  be  inserted  in 
all  negotiated  utility  service  contracts 
where  no  connection  charge  is  involved, 
and  where  the  estimated  annual  cost  is 
$2,400  or  less. 

§  1007.3703-1  Cover  page.  The  fol¬ 
lowing  provisions  will  be  set  forth  on 
the  cover  page  and  will  be  completed 
with  appropriate  information: 

Department  of  Defense — Contract  Num- 

ber _ Negotiated _ Service 

Contract _ 

This  negotiated  contract,  entered  into  as 

of _ _  by  and  between  the  United 

States  of  America,  hereinafter  called  the 

Government,  and _ g 

corporation  organized  and  existing  under  the 
laws  of  the  State  of _ herein¬ 

after  called  the  Contractor,  WITNESSETH, 
that  the  Contractor  agrees  to  furnish,  and 
the  Government  agrees  to  purchase  and  re¬ 
ceive,  service,  beginning  on _ 19__, 

and  thereafter  until  further  notice,  subject 
to  the  availability  of  appropriations,  for  use 
of  the  Government  at  the  service  location 
designated  as - -  to  be  deliv¬ 

ered  in  accordance  with  Contractor’s  Rate 

Schedule _ _ _ _  attached  hereto  and 

made  a  part  of  this  contract,  and  General 
Provisions  hereof  at  the  point  of  connection 
of  Contractor’s  and  Government’s  facilities 

described  as _ and  to  be  of 

the  following  characteristics _ _ 

In  witness  whereof,  the  parties  hereto  have 
executed  this  contract  as  of  the  day  and 
year  first  above  written. 

United  States  of  America 

By - - - - 

(Contracting  Officer) 


(Contractor) 
By . 


(Title) 

This  negotiated  contract  is  made  pursu¬ 
ant  to  the  provisions  of  Section  2  (c)  of 
the  Armed  Services  Procurement  Act  of  1947 
as  amended,  41  U.  S.  Code  151-161. 

Appropriation  chargeable: 

Estimated  Annual  Cost: 

§  1007.3703-2  Payments.  Insert  the 
following  clause : 

Payments 

Payments  for  the  service  furnished  to  the 

service  location  shall  be  made  by - - 

_ upon  submission  erf  prop¬ 
erly  certified  monthly  invoices  rendered  by 

the  Contractor  to  the _ _ 

All  bills  for  service  shall  be  paid  without 
penalty  or  interest. 

§  1007.3703-3  Contractor’s  facilities. 
Insert  the  following  clause: 

Contractor’s  Facilities 

The  Contractor,  at  its  expense,  shall  fur¬ 
nish,  install,  operate,  maintain,  retain  title  to 
and  be  responsible  for  all  loss  of  or  damage 
to  all  facilities  required  to  furnish  the  service 
provided  for  herein.  The  Contractor  will  be 
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nowed  access  to  Its  facilities  on  Government 
^Mnlses  at  suitable  times  and  it  shall,  at  its 
pr Dense,  remove  them  and  restore  the  prem- 
uaito  original  condition  within  a  reasonable 
time  after  termination  of  this  contract. 

$  1007.3703-4  Changes  of  rate  sched¬ 
ules  and  rates.  Insert  the  following 
clause: 

CHANGES  OF  RATE  SCHEDULES  AND  RATES 

(a)  The  Government  may  upon  request,  in 
accordance  with  the  Contractor’s  applicable 
rules  and  regulations,  take  service  under  any 
available  rate  schedule  of  the  Contractor. 

(b)  Service  furnished  under  this  contract 
ghall  be  subject  to  regulation  in  the  manner 
and  to  the  extent  prescribed  by  law  by  any 
Federal,  State,  or  local  regulatory  commis¬ 
sion  having  Jurisdiction.  If  during  the  term 
of  this  contract  the  public  regulatory  com¬ 
mission  having  jurisdiction  received  for  file 
in  authorized  manner  rates  that  are  different 
from  those  stipulated  herein  for  like  condi¬ 
tions  of  service,  the  Contractor  agrees  to 
continue  the  prescribed  service  and  the  Gov¬ 
ernment  agrees  to  pay  for  such  service  at  the 
different  rates  from  and  after  the  effective 
date  of  such  rates. 

§  1007.3703-5  Officials  not  to  "benefit . 
Insert  the  clause  set  forth  in  §  7.103-19  of 
this  title. 

§  1007.3703-6  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.3703-7  Assignment  of  claims. 
Insert  the  following  clause: 

Assignment  of  Claims 

No  claim  under  this  contract  shall  be 
assigned. 

§  1007.3703-8  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.3703-9  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.804  of  this  title. 

§  1007.3703-10  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.3703-11  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3703-12  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3704  Clauses  to  be  used  when 
applicable.  Contracts  for  $2,400  or  less. 

§  1007.3704-1  Alterations  in  contract. 
In  accordance  with  the  requirements  of 
§  1007.105-1,  insert  the  clause  set  forth  in 
1 7.105-1  of  this  title. 

§  1007.3705  Additional  clauses.  Con¬ 
tracts  for  $2,400  or  less. 

§  1007.3705-1  General.  Any  other 
clauses  authorized  by  chapter  I  of  this 
title  and  this  chapter  in  accordance  with 
instructions  for  use  may  be  inserted 
when  necessary  or  desirable  to  cover  the 
subject  matter  contained  in  such  clauses. 

§  1007.3706  Required  clauses  and  ar¬ 
rangements;  contracts  for  more  than 
(2,400.  The  following  clauses  and  provi¬ 
sions  will  be  inserted  in  all  negotiated 
utility  service  contracts  which  involve  a 
connection  charge,  or  are  for  an  esti¬ 
mated  annual  cost  of  more  than  $2,400, 
or  both.  In  addition  to  the  requirements 
lor  approval  in  §  1001.457  of  this  chapter, 
utility  service  contracts  for  a  period  of 
more  than  1  year  will  be  submitted  for 


approval  as  specified  in  §  1001.461  of  this 
chapter,  and  any  desired  deviations  from 
the  clauses  set  forth  below  should  be  sub¬ 
mitted  in  advance  or  concurrently  ac¬ 
cording  to  §  1001.109  of  this  chapter.  Any 
utility  service  contract  involving  a  con¬ 
nection  charge  of  $5,000  or  more,  includ¬ 
ing  the  agreed  salvage  value  (see 
§  1007.3709-2)  will  be  submitted  for  re¬ 
view  and  approval  to  the  Commander, 
AMC,  attn:  MCPC. 

§  1007.3706-1  Cover  page.  The  fol¬ 
lowing  provisions  will  be  set  forth  on  the 
cover  page,  and  will  be  completed  with 
appropriate  information: 

Utility  Service  Contract 

Contract  No. _ _ 

NEGOTIATED _ SERVICE  CONTRACT 


(Premises  to  be  served) 


(City)  (County)  (State) 


(Contractor)  (Contractor’s  address) 

Premises  are:  (  )  Government  Owned 

(  )  Government  Leased 

Symbol  No.  of  Lease _ - 

Name  of  Lessor _ _ _ _ 

Estimated  annual  cost  hereunder  $ _ _ 

Connection  charge  $ _ _ 

Bills  will  be  rendered  to _ _ 

at _ _ 

Payments  will  be  made  by _ _ 

at _ _ 

Appropriation  chargeable _ _ _ _ 

This  negotiated  contract  is  made  pursuant 
to  the  provisions  of  Section  2  (c)  of  the 
Armed  Services  Procurement  Act  of  1947 
(Pub.  Law  413,  80th  Cong.). 

This  Contract,  entered  into  as  of _ _ 

by  and  between  the  United  States  of  America, 
hereinafter  called  the  Government,  Repre¬ 
sented  by  the  Contracting  Officer  executing 

this  contract,  and _ _ 

whose  address  is _ _ 

hereinafter  called  the  Contractor. 

Witnesseth  That  the  parties  hereto  do 
mutually  agree  as  follows: 

§  1007.3706-2  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.3706-3  Public  regulation.  In¬ 
sert  the  following  clause : 

Public  Regulation 

Service  furnished  under  this  contract  shall 
be  subject  to  regulation  in  the  manner  and 
to  the  extent  prescribed  by  law  or  by  any 
federal,  state  or  local  regulatory  commission 
having  jurisdiction.  If  during  the  term  of 
this  contract  the  public  regulatory  commis¬ 
sion  having  Jurisdiction  receives  for  file  in 
authorized  manner  rates  that  are  higher  or 
rates  that  are  lower  than  those  stipulated 
herein,  for  like  conditions  of  service,  the  Con¬ 
tractor  agrees  to  continue  to  furnish  service 
as  stipulated  in  this  contract  and  the  Gov¬ 
ernment  agrees  to  pay  for  such  service  at 
the  higher  or  lower  rates  from  and  after  the 
date  when  such  rates  are  made  effective. 

§  1007.3706-4  Access.  Insert  the  fol¬ 
lowing  clause: 

Access 

The  Government  hereby  grants  to  the  Con¬ 
tractor,  free  of  any  rental  or  similar  charge, 
but  subject  to  the  limitations  specified  in 
this  contract,  a  revocable  permit  to  enter  the 
service  location  for  any  proper  purpose  under 
this  contract,  including  use  of  the  site  or  sites 
agreed  upon  by  the  parties  hereto  for  the 
installation,  operation  and  maintenance  of 
the  facilities  of  the  Contractor.  Authorized 
representatives  of  the  Contractor  will  be  al¬ 


lowed  access  to  the  facilities  of  the  Contrac¬ 
tor  at  suitable  times  to  perform  the  obUga- 
tions  of  the  Contractor  with  respect  to  such 
facilities.  It  is  expressly  understood,  how¬ 
ever,  that  proper  military  or  Governmental 
authority  may  limit  or  restrict  the  right  of 
access  herein  granted  in  any  manner  con¬ 
sidered  by  such  authority  to  be  necessary  for 
the. national  security. 

§  1007.3706-5  Payment.  Insert  the 
following  clause : 

(a)  For  and  in  consideration  of  the  faith¬ 
ful  performance  of  the  stipulations  of  this 
contract,  the  Contractor  shall  be  paid  by 
the  designated  disbursing  office  or  officer  for 
service  herein  contracted  for,  at  the  rates 
and  under  the  terms  and  conditions  herein 
set  forth;  provided,  that  the  Government 
shall  be  liable  for  the  minimum  monthly 
charge,  if  any,  specified  in  the  contract  com¬ 
mencing  with  the  biUing  period  in  which 
service  is  initially  furnished  and  continuing 
until  this  contract  is  terminated,  except  that 
the  minimum  monthly  charge  specified  in 
this  contract  shall  be  equitably  prorated  for 
the  billing  period  in  which  commencement 
and  termination  of  this  contract  shall  be¬ 
come  effective. 

(b)  The  Contractor  hereby  declares  that 
said  rates  are  not  in  excess  of  the  lowest 
rates  now  available  to  any  prospective  cus¬ 
tomer  under  like  conditions  of  service,  and 
agrees  that  during  the  life  of  this  contract 
the  Government  shall  continue  to  be  billed 
at  the  lowest  available  rate  for  similar  con¬ 
ditions  of  service. 

(c)  All  bills  for  service  shall  be  paid  with¬ 
out  penalty  or  interest  and  the  Government 
shall  be  entitled  to  any  discounts  customarily 
applicable  to  payment  of  bills  by  all  cus¬ 
tomers  of  the  Contractor.  Payment  here¬ 
under  shall  not  be  made  in  advance  of  serv¬ 
ice  rendered. 

§  1007.3706-6  Liability  of  contractor. 
Insert  the  following  clause: 

Liability  of  Contractor 

All  taxes  and  other  charges  in  connection 
witn  facilities  provided  hereunder  by  the 
Contractor,  together  witlr-all  liability  arising 
out  of  the  negligence  of  the  Contractor  in 
the  construction,  operation  or  maintenance 
of  such  facilities  shall  be  assumed  by  the 
Contractor. 

§  1007.3706-7  Assignment  of  claims. 
Insert  the  following  clause: 

Assignment  of  Claims 

No  claim  under  this  contract  shall  be  as¬ 
signed. 

§  1007.3706-8  Disputes.  Insert  the 
clause  set  forth  in  l  7.103-12  of  this  title. 

§  1007.3706-9  Termination.  Insert 
the  following  clause.  The  figure  of  30 
days  may  be  changed  to  any  other  figure 
not  in  excess  of  90  days: 

Termination 

This  contract  may  be  terminated  at  the 
option  of  the  Government  by  the  giving  of 
not  less  than  thirty  (30)  days  advance  writ¬ 
ten  notice  of  the  effective  date  of  termina¬ 
tion. 

§  1007.3706-10  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.3706-11  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title.  - 

§  1007.3706-12  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19  of 
this  title. 


RULES  AND  REGULATIONS 


approval,  other  than  by  the  contracting  than  two  (2)  percent  slow  or  fast  shall  t* 
officer,  prior  to  becoming  effective1,  insert  deemed  correct.  ^ 

the  clause  set  forth  in  §  7.105-2  of  this  “  .P06*^. 

....  shall  read  all  meters  at  periodic  intervals <a 

wwe*  approximately  thirty  (30)  days.  All  btin^ 

§  1007.3707-4  Priorities .  allocations  based  on  meter  readings  of  less  than  twenty! 
and  allotments.  According  to  the  re-  seven  (27)  days  or  more  than  thirty-two  (32) 

quirements  of  §  1.308-2  of  this  chapter,  ?®y®  Invoic* 

insert  the  clause  set  forth  in  8  7  104-18  *or  serv  ce  rendered  hereunder  shall  contain 

insert  tne  Clause  set  iortn  in  a  Statements  of  the  meter  readings  at  the  he. 

Of  this  title.  ginning  of  the  billing  period,  meter  con* 

§  1007.3707-5  Alterations  in  contract.  sta"ts’  consumption  during  the  billing  period 
Ac-rding  to  the  requirements  of  %^^g£%£&*~**** 
a  1007.105-1,  insert  the  clause  set  forth  M  (c)  Mcter  test_  The  contractor,  at  its  e*. 
in  §  7.105-1  of  this  title.  pcnse,  shall  periodically  inspect  and  test  the 

§  1007.8708  Additional  clauses.  meters  installed  by  it  at  intervals  not  ex- 

.  ceeding  one  (1)  year.  At  the  written  request 

§  1007.3708-1  General.  Any  other  of  the  Contracting  Officer  the  Contractor  shall 
clauses  authorized  by  Chapter  I  Of  this  make  additional  tests  of  any  or  all  of  such 
title  and  this  chapter,  according  to  in-  meters  in  the  presence  of  Government  repre- 

structions  for  use,  may  be  inserted  s!n^vis;  Th*  °f  such  additional  test* 

,  ,,  shall  be  borne  by  the  Government  if  the  Der. 

when  necessary  or  desirable  to  cover  the  centage  of  erro/is  found  to  be  not  moreet^ 

subject  matter  contained  m  such  clauses,  two  (2)  percent  slow  or  fast.  No  meter  shau 

be  placed  in  service  or  allowed  to  remain  In 
service  which  has  an  error  in  registration  in 
excess  of  two  (2)  percent  under  normal 
operating  conditions. 

(d)  Change  in  volume  or  character.  Rea. 
sonable  notice  shall,  so  far  as  possible,  be 
given  by  the  Contracting  Officer  to  the  Con¬ 
tractor  respecting  any  material  changes  pro¬ 
posed  in  the  volume  or  characteristics  of  the 
utility  service  required  at  each  location. 

(e)  Continuity  of  service  and  consump - 
tion. 

(i)  The  Contractor  shall  use  reasonable 
diligence  to  provide  a  regular  and  uninter¬ 
in  rupted  supply  of  service  at  the  service  loca- 

tion,  but  shall  not  be  liable  for  damages, 
breach  of  contract  or  otherwise  to  the  Gov¬ 
ernment  for  failure,  suspension,  diminution 
or  other  variations  of  service  occasioned  by 
or  in  consequence  of  any  cause  beyond  the 
control  of  the  Contractor,  including  but  not 
limited  to  acts  of  God  or  of  the  public 
enemy,  fires,  floods,  earthquakes  or  other 
catastrophes,  strikes  or  failure  or  breakdown 
of  transmission  or  other  facilities;  provided, 
that  when  any  such  failure,  suspension, 
diminution,  or  variation  of  service  shall  ag¬ 
gregate  more  than  ten  (10)  hours  during  any 
billing  period  hereunder,  an  equitable  ad¬ 
justment  shall  be  made  in  the  monthly  rates 
specified  in  this  contract  (including  the 
minimum  monthly  charge), 

(ii)  In  the  event  the  Government  U.  un¬ 
able  to  operate  the  service  location  in  whole 
or  in  part  for  any  cause  beyond  it*  control, 
including  but  not  limited  to  acts  erf  God  or 
of  the  public  enemy,  fires,  floods,  earth¬ 
quakes  or  other  catastrophes,  or  strikes,  an 
equitable  adjustment  shall  be  made  in  the 
monthly  rates  specified  in  this  contract  (in¬ 
cluding  the  minimum  monthly  charge)  if 
the  period  during  which  the  Government  is 

all  in  unable  to  operate  such  service  location  ii 
whole  or  in  part  shall  exceed  fifteen  (15) 
days  during  any  billing  period  hereunder. 

(f)  Rates  and  charges. 

(i)  For  all  service  furnished  under  fliis 
contract  to  the  service  location  the  Govern¬ 
ment  shall  pay  the  Contractor  at  the  rate 

schedule  _ attached 

hereto  and  made  a  part  of  this  contract. 

(ii)  For  purposes  of  charges  under  sub- 
paragraph  (i)  above,  any  demands  due  te 
faulty  operation  of,  or  excessive  or  fluctuat¬ 
ing  pressure  on,  the  Contractor's  system  shall 
not  be  included  as  part  of  the  Governments 
demand. 

(iii)  Recognition  Is  given  to  the  fact  that 
the  Government  fiscal  year  ends  on  June  30. 
Payments  hereunder  shall  be  contingent  upon 
the  availability  of  appropriations  therefor. 

(g)  Change  of  rates. 

(i)  Subject  to  the  clause  hereof  entitled 

“Public  Regulation,”  in  the  event  the  Con¬ 
tractor,  during  the  term  of  this  contract, 
shall  make  effective  any  new  rate  schedule  or 
amended  rate  schedule  applicable  to  the  class 


.§  1007.3706-13  Covenant  against  con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 

§  1007.3706-14  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.3706-15  Conflicts.  Insert  the 
following  clause: 

CONFUfTS 

To  the  extent  of  any  inconsistency  between 
the  provisions  of  this  contract,  and  any 
schedule,  rider  or  exhibit  incorporated  in  this 
contract  by  reference  or  otherwise,  or  any  of 
the  Contractor’s  rules  and  regulations,  the 
provisions  of  this  contract  shall  control. 

§  1007.3706-16  Signature  page.  The 
following  provisions  will  be  set  forth  on 
the  signature  page,  and  will  be  completed 
with  appropriate  information: 

In  witness  whereof,  the  .parties  hereunto 
have  executed  this  contract  as  of  the  day 
and  the  year  first  above  written. 

The  United  States  of  America 


§  1007.3709  Description  of  services. 
Utility  service  contracts  to  be  complete 
must  also  contain  a  detailed  description 
of  the  services  to  be  rendered.  Since 
(Contractor)  these  services  will  vary  from  contract  to 

- - -  contract,  the  establishment  of  standard 

provisions  is  not  practicable,  and  it  is  the 
responsibility  of  the  contracting  officer 
to  negotiate  with  the  contractor  special 
contract  provisions  which  will  accurately 
describe  the  services  desired  and  which 
will  adequately  protect  the  interests 
of  the  Government.  Set  forth 
§  1007.3709-1  are  some  sample  provisions 
which  may  be  useful  as  a  guide.  Other 
clauses,  not  inconsistent  with  the  clauses 
set  forth  in  this  .subpart,  will  be  de¬ 
veloped  as  required  to  suit  individual 
conditions  and  will  be  incorporated  into 
the  contract  subject  to  the  provisions  of 
the  Conflicts  clause. 

§  1007.3709-1  Technical  provisions. 
Set  forth  in  this  section  are  sample  tech¬ 
nical  provisions*  Similar  provisions  cov¬ 
ering,  to  the  extent  applicable,  the 
subject  matter  below  should  be  included 
in  each  contract. 

Technical  Provisions 

(a)  Scope  of  work.  Subject  to  the  terms 
and  conditions  hereinafter  set  forth,  the  Con¬ 
tractor  shall  sell  and  deliver  to  the  Govern¬ 
ment  and  the  Government  shall  purchase  and 

receive  from  the  Contractor _ 

service  (hereinafter  called  service)  requested 
by  the  Government  from  the  Contractor  at 
the  premises  to  be  served  hereunder  (here¬ 
inafter  called  the  service  location) 
accordance  with _ Service  Specifi¬ 

cations  attached  hereto  and  made  a  part 
hereof. 

(b)  Measurement  of  service. 

(i)  All  service  furnished  by  the  Contractor 

shall  be  measured  by  suitable  metering 
equipment  of  standard  manufacture,  to  be 
furnished,  installed,  maintained,  calibrated 
and  read  by  the  Contractor  at  its  expense. 
When  more  than  a  single  meter  is  installed 
at  the  service  location,  the  readings  thereof 
shall  be  billed  conjunctively.  In  the  event 
any  meter  fails  to  register  or  registers  in¬ 
correctly  the  service  furnished  there¬ 
through,  the  parties  shall  agree  upon  the 
length  of  period  during  which  such  meter 
failed  to  register  or  registered  incorrectly 
and  the  quantity  of  service  delivered  there¬ 
through  during  such  period  and,  upon  agree¬ 
ment,  an  appropriate  adjustment  based 
thereon  shall  be  made  in  the  Government’s 
§  1007.3707-3  Approval  of  contract,  tills.  For  the  purpose  of  the  preceding 
Whenever  the  contract  requires  manual  sentence,  any  meter  which  registers  not  more 


(Title) 


I,  _  certify  that  I  am 

the _ Secretary  of  the  corpora¬ 

tion  named  as  Contractor  in  the  foregoing 

contract;  that _ who  signed 

said  contract  on  behalf  of  the  Contractor 
was  then _ of  said  corpor¬ 

ation;  that  said  contract  was  duly  signed 
for  and  in  behalf  of  said  corporation  by  au¬ 
thority  of  its  governing  body  and  is  within 
the  scope  of  its  corporate  powers. 
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*  service  furnished  the  Government  at  the  that  the  Contractor  may  at  any  time  so  allow 
jL*ice  location  which  may  contain  a  lower  a  credit  up  to  100  percent  of  the  amount 
or  conditions  more  favorable  to  the  Gov-  of  each  such  bill, 
ionent  for  such  class  of  service,  the  Con-  (2)  In  the  event  the  Contractor,  prior  to 
fZrtoi  shall  forward  to  the  Contracting  any  termination  of  this  contract-  but  sub- 


a  copy  of  such  rate  schedule  or  sequent  to  completion  of^the  facilities  pro-  tion  transforir 
<Tgnded  rate  schedule  within  fifteen  (15)  vided  for  in  this  clause,  serves  any  customer  KVA;  overload 

JSL  after  the  effective  date  thereof,  and,  other  than  the  Government  (regardless  of  _ KVA; 

■udoo  receipt  of  written  request  from  the  whether  the  Government  is  being  served  side  ... _ i,  1 

Government,  shall  substitute  such  rate  simultaneously,  intermittently  or  at  all)  by  type  _ 

hedule  or  amended  rate  schedule  for  the  means  of  such  facilities,  the  Contractor  shall,  side,  fused  d: 
Jgte  schedule  then  in  effect  hereunder  for  unless  otherwise  agreed  to  by  the  parties  in  Interrupting 
r  h  service  location,  commencing  with  the  writing  at  that  time,  promptly  accelerate  the  side,  OCB  __ 

Sntng  period  in  which  such  written  request  credits  provided  for  under  subparagraph  (1)  KVA. 

U  received.  above,  to  100  percent  of  each  monthly  bill  5.  Metering 

“  (U)  Subject  to  the  clause  hereof  entitled  until  the  connection  charge  is  fully  credited,  measured  at  _ 
-Public  Regulation,”  in  the  event  of  a  perma-  (3)  Termination  by  the  Contractor.  In  hour  meter (s) 
sent  change  in  the  class  of  service  furnished  the  event  the  Contractor  without  cause  6.  Alteratioi 

(be  Government  at  the  service  location,  serv-  terminates  service  under,  or  otherwise  de- 


4.  Description  of  electric  service.  Con¬ 
tractor  will  supply _ phase  _ _ 

wire,  _ _  cycle,  alternating  current 

at - volts.  The  voltage  of  Contrac¬ 
tor’s  high  tension  line  is _ _  Substa¬ 
tion  transformers:  normal  capacity _ 

KVA;  overload  capacity  for _ hours 


other  than  the  Government  (regardless  of  _ KVA;  delta  or  wye  connected,  high 

whether  the  Government  is  being  served  side _ i,  low  side.  Lightning  arresters: 

simultaneously,  intermittently  or  at  all)  by  type  _  Switching  apparatus:  high 

means  of  such  facilities,  the  Contractor  shall,  side,  fused  disconnects  or  OCB  _ _ 

unless  otherwise  agreed  to  by  the  parties  in  Interrupting  capacity  _  KVA;  low 

writing  at  that  time,  promptly  accelerate  the  side,  OCB  _ _  Interrupting  capacity 


Uesball,  effective  sixty  (60)  days  after  writ¬ 
ten  request  Is  made  by  either  party  or  at 
jnch  other  time  as  may  be  agreed  upon, 
thereafter  be  furnished  to  such  service  loca¬ 
tion  at  the  lowest  available  rate  schedule  of 
the  Contractor  which  is  applicable  to  the 
dus  of  service  furnished  following  such 
permanent  change. 

(h)  Contractor’s  facilities.  The  Contrac¬ 
tor,  at  its  expense,  shall  f  urnish,  install,  oper¬ 
ate  and  maintain  all  facilities  required  to 
furnish  service  hereunder  to  and  measure 
such  service  as  of  the  point  of  delivery  speci¬ 
fied  in  the  Service  Specifications.  Title  to  all 
auch  facilities  shall  be  and  remain  in  the 
Contractor  and  the  Contractor  shall  be  re¬ 
sponsible  for  all  loss  of  or  damage  to  such 
facilities. 

§  1007.3709-2  Connection  charge. 
When  a  connection  charge  is  to  be  paid 
by  the  Government,  an  appropriate 
clause,  setting  forth  the  terms  and  con¬ 
ditions  applicable  thereto,  will  be  in¬ 
serted.  The  following  sample  clause  is 
furnished  as  a  guide.  See  §  1007.3706 
for  requirements  concerning  the  review 
and  approval  of  contracts  providing  for 
» connection  charge. 

Connection  Charge 

[  (a)  Charge.  The  Government,  in  consid- 

i  (ration  of  the  furnishing  and  installation 
by  the  Contractor  at  its  expense  of  the  New 
facilities  described  in  Exhibit  “A,”  attached 
hereto  and  made  a  part  hereof,  shall  pay  the 
Contractor,  as  a  connection  charge,  after 
receipt  of  satisfactory  evidence  of  completion 
d  the  facilities,  the  sum  of  $ _ _  rep¬ 
resenting  the  sum  of  $ _ _  less  the 

•greed  salvage  value  in  the  amount  of 
I _ ,'as  shown  on  Exhibit  “A”;  pro¬ 

wled  that,  as  a  condition  precedent  to  final 
payment,  the  Contractor  shall,  if  required  by 
the  Contracting  Officer,  execute  a  release  in 
terms  acceptable  to  the  Contracting  Officer, 
d  claims  against  the  Government  arising 
under  or  by  virtue  of  such  installation. 

(b)  Ownership,  operation,  and  mainte¬ 
nance  of  new  facilities  to  be  provided  here- 
tnder.  The  facilities  to  be  supplied  by  the 
Contractor  under  this  clause,  notwithstand¬ 
ing  the  payment  by  the  Government  of  a 
wmection  charge,  shall  be  and  remain  the 
property  of  the  Contractor  and  shall,  at  all 
times  during  the  life  of  this  contract  or 
»ny  renewals  thereof,  be  operated  and  main- 
■  toined  by  the  Contractor  at  its  expense,  and 
»11  taxes  and  other  charges  in  connection 
'  therewith,  together  with  all  liability  arising 
out  of  the  construction,  operation  or  mainte¬ 
nance  of  such  facilities  shall  be  the  obliga¬ 
tion  of  the  Contractor. 

■(c)  Credits. 

(1)  The  Contractor  agrees  to  allow  the 
\  Government  on  each  monthly  bill  for  service 
furnished  under  this  contract  to  the  Service 

I  location,  a  credit  of _ percent  of  the 

j  ,  amount  of  each  such  bill  as  rendered  until 
|  accumulated  credits  shall  equal  the 
,  Nnount  of  such  connection  charge,  provided 
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faults  in  performance  of,  this  contract  prior 
to  the  crediting  in  full,  in  accordance  with 
the  terms  of  this  contract,  of  any  connection 
charge  paid  by  the  Government,  the  Con¬ 
tractor  shall  pay  to  the  Government  an 
amount  equal  to  the  uncredited  balance  of 
the  connection  charge  as  of  the  date  of  such 
termination. 

(d)  Termination  prior  to  completion  of 
facilities.  The  Government  reserves  the  right 
to  terminate  this  contract  at  any  time  prior 
to  completion  of  the  facilities  provided  for 
herein  with  respect  to  which  the  Govern¬ 
ment  is  to  pay  a  connection  charge.  In  the 
event  the  Government  exercises  this  right, 
the  Contractor  shall  be  paid  fair  compensa¬ 
tion,  exclusive  of  profit,  with  respect  to  such 
facilities. 

(e)  Termination  subsequent  to  comple -  ■ 
tion  of  facilities.  In  the  event  the  Govern¬ 
ment  terminates  this  contract  subsequent 
to  completion  of  the  facilities  provided  for 
herein  with  respect  to  which  the  Government 
is  to  pay  a  connection  charge,  but  prior  to 
the  crediting  in  full  by  the  Contractor  of  any 
connection  charge  in  accordance  with  the 
terms  of  this  contract,  the  possible  continued 
usefulness  of  such  facilities  is  hereby  recog¬ 
nized.  It  is,  therefore,  agreed  that  upon 
such  termination  the  Contractor  shall  have 
the  following  options: 

(1)  To  remove  such  facilities  at  its  own 
expense  within  six  months  after  the  effective 
date  of  the  termination  by  the  Government; 
provided,  that  if  the  Contractor  elects  to  so 
remove  such  facilities,  the  Government  shall 
then  have  the  option  of  purchasing  such 
facilities  at  the  agreed  salvage  value  set  forth 
herein;  and  provided  further,  that  the  Con¬ 
tractor  will,  at  the  request  of  the  Govern¬ 
ment,  leave  in  place  any  such  facilities 
located  on  Government  property  which  the 
Contractor  elects  to  so  remove  and  which 
the  Government  elects  to  purchase  at  the 
agreed  salvage  value. 

(2)  To  retain  such  facilities  in  place  for 
six  months  or  more  after  effective  date  of 
the  termination  by  the  Government  on  con¬ 
dition  that  immediately  after  such  six- 
month  period  the  Contractor  shall  promptly 
pay  in  full  to  the  Government  the  uncredited 
balance  of  the  connection  charge. 

§  1007.3709-3  Specifications.  Set 
forth  in  this  section  are  sample  specifi¬ 
cations  for  various  types  of  utility  serv¬ 
ices.  An  appropriate  specification  should 
be  incorporated  by  reference  and  at¬ 
tached  to  each  contract. 

(a)  Electric  service  specifications. 

Electric  Service  Specifications 


5.  Metering  and  .billing.  Service  will  be 

measured  at _ volts  by _ watt 

hour  meter(s) _ demand  meter (s). 

6.  Alterations  and  additions. 

(b)  Gas  service  specifications 

Gas  Service  Specifications 

1.  Premises  to  be  served _ _ 

2.  Estimated  service  requirements : 
Estimated  maximum  demand: 

_ _ MCF  per  hour. 

_ -MCF  per  day.  - 

Estimated  annual  consumption _ MCF 

(The  Government  is  in  no  way  obligated  to 
use  nor  is  it  restricted  to  above  estimated  re¬ 
quirements.) 

3.  Point  of  delivery.  The  point  of  deliv¬ 
ery  of  gas  shall  be _ _ _ _ 

4.  Quality. 

(a)  The  gas  delivered  hereunder  shall  be 

_ gas.  The  gas  so  delivered  shall 

contain  not  less  than _ Btu  per 

.  cubic  foot.  The  unit  of  volume  for  the  pur¬ 
pose  of  determining  total  heating  value  shall 
be  one  (1)  cubic  foot  of  gas  saturated  with 
water  vapor  at  a  temperature  of  sixty  degrees 
(60*)  Fahrenheit  and  an  absolute  pressure 
equivalent  to  thirty  (30)  inches  of  mercury 
at  thirty-two  (32*)  Fahrenheit: 

(b)  The  gas  delivered: 

(1)  shaU  be  commercially  free  from  dust 
or  other  solid  or  liquid  matter  which  might 
interfere  with  its  merchantability  or  cause 
injury  to  or  interference  with  proper  opera¬ 
tion  of  the  lines,  regulators,  meters  and  other 
equipment  of  Government; 

(2)  shall  not  contain  more  than  a  trace  of 
hydrogen  sulphide  per  one  hundred  (100) 
cubic  feet  of  gas,  as  determined  by  methods 
prescribed  in  Standards  for  Gas  Service, 
Circular  of  the  National  Bureau  of  Standards, 
No.  405,  page  13^  (1934  Edition) ,  and  shall  be 
considered  free  from  hydrogen  sulphide  if 
a  strip  of  white  filter  paper,  moistened  with  a 
solution  containing  five  percent  (5%)  by 
weight  of  lead  acetate,  is  not  distinctly 
darker  than  a  second  paper  freshly  moistened 
with  the  same  solution,  after  the  first  paper 
has  been  exposed  to  the  gas  for  one  (1) 
minute  in  an  apparatus  of  approved  form, 
through  which  the  gas  is  flowing  at  the  rate 
of  approximately  five  (5)  cubic  feet  per  hour, 
the  gas  not  impinging,  directly  from  a  Jet 
upon  the  test  paper; 

(3)  shall  not  contain  more  than  twenty 
(20)  grains  of  total  sulphur  per  one  hundred 
(100)  cubic  feet. 

(4)  In  the  event  the  gas  contains  more 
than  a  trace  of  hydrogen  sulphide  per  one 
hundred  (100)  cubic  feet  or  more  than 
twenty  (20)  grains  of  total  sulphur  per  one 
hundred  (100)  cubic  feet,  by  test  prescribed 
by  the  Bureau  of  Standards  or  other  recog¬ 
nized  method,  then  upon  the  request  of  Gov¬ 
ernment,  Contractor  shall  reduce  the'  hydro¬ 
gen  sulphide  content  to  not  more  than  a 


trace  per  one  hundred  (100)  cubic  feet  and 

1.  Premises  to  be  served - - — -  the  total  sulphur  content  to  twenty  (20) 

2.  Estimated  service  requirements:  grains  or  less  per  one  hundred  (100)  cubic 


2.  Estimated  service  requirements: 

Estimated  maximum  demand _ KW. 

Estimated  annual  consumption _ KWH. 

(The  Government  is  in  no  way  obligated  to 

use  nor  is  it  restricted  to  the  above  estimated 
requirements.) 

3.  Point  of  delivery.  The  point  of  delivery 


feet. 

6.  Measurement. 

(a)  Unit  of  measurement  and  metering 
base.  The  volumetric  measurement  base 
shall  be  one  (1)  cubic  foot  of  gas  at  a  pres¬ 
sure  base  of  thirty  (30)  inches  of  mercury 


service  shall  be _ _ _  (14.73  pounds  per  square  inch  absolute),  and 


RULES  AND  REGULATIONS 


by  the  Contracting  Officer  but  shall  not 

be  required,  to  maintain  more  than _ _ 

pounds  or  less  than _ _  pounds  per  square 

inch  gauge. 

•Contractor  will  supply  gas  from  its  low 
pressure  distribution  system  at  a  pressure  be¬ 
tween  _ and _ -  ounces  per  square 

inch  gauge. 

•Delete  inapplicable  language. 

8.  Size  of  pipeline  to  point  of  delivery 

_ _ inches  diameter:  Operating  pressure 

- . psig. 

9.  Alterations  and  additions. 

(c)  Water  service  specifications. 

Water  Service  Specifications 

1.  Premises  to  be  served _ _ _ _ 

2.  Estimated  service  requirements: 

Estimated  daily  maximum  demand: _ _ 


delivery  at  a  pressure  of  not  less  than _ 

pounds  or  in  excess  of  _ _ _  pounds"p» 

square  inch  gauge. 

5.  Quality  of  steam.  The  steam  furnished 
shall  contain  not  more  than  1%  mo^ 
ture  and  shall  be  free  of  condensate  at  point 
of  delivery. 

6.  Metering  and  billing.  Steam  will  be 

measured  by _ _ 

(Number  installed  and  type'.' 
condensate  or  flow  meter) 

meters. 

7.  Size  of  pipe  line  to  point  of  delivery 

_ _ Inches  diameter. 

SUBPART  LL— BASIC  AGREEMENT  PROVISIONS 

5  1007.3803  Required  provisions.  The 
following  provisions  will  be  inserted  in 
all  basic  agreements;  provided,  sections 
C  and  D,  or  either  of  them,  may  be  omit¬ 
ted  when  it  is  not  desired  to  cover  the 
subject  matter  contained  in  those  sec¬ 
tions.  If  either  or  both  of  these  sec¬ 
tions  is  omitted,  the  corresponding  refer, 
ences  in  the  Covering  Agreement 
(§  1007.3803-1)  will  be  deleted. 

§  1007.3803-1  Covering  agreement. 
The  following  provisions  will  be  used  as 
the  covering  agreement  and  will  be  com¬ 
pleted  with  appropriate  information: 

Basic  Agreement  No. _ _ 

- Pages 

Page  _ 

Basic  Agreement  Between  the  United  Stat* j 
Air  Force  and 


without  adjustment  for  water  vapor  content. 
To  determine  the  volume  of  gas  delivered, 
factors  for  pressure,  temperature,  specific 
gravity,  and  deviation  from  Boyle’s  Law  shall 
be  applied. 

(b)  Atmospheric  pressure.  The  average 
absolute  atmospheric  (Barometric)  pressure 
shall  be  assumed  to  be  fourteen  and  four- 
tenths  (14.4)  pounds  to  the  square  Inch, 
irrespective  of  actual  elevation  or  location 
of  the  delivery  point  above  sea  level  or  varia¬ 
tions  in  actual  barometric  presure  from  time 
to  time. 

(c)  Temperature.  The  temperature  of  the 
natural  gas  flowing  through  the  meter  or 
meters  shall  be  the  arithmetic  average  of  the 
hourly  temperature  record:  or  read  from  es¬ 
tablished  tables  of  monthly  averages  for  the 
service  location. 

(d)  Specific  gravity.  The  specific  gravity 
of  the  natural  gas  shall  be  determined  by 
Joint  test  using  an  Edwards  type  Balance,  or 
other  approved  instrument,  at  the  com¬ 
mencement  of  deliveries  hereunder  and  as 
often  thereafter  as  deemed  necessary;  or  if 
mutually  agreed  upon,  by  the  use  .  of  a  re¬ 
corder,  periodically  checked  with  an  Edwards 
type  Balance  or  by  other  accepted  methods. 

(e)  The  deviation  from  Boyle’s  Law  shall 
be  determined  by  tests  or  computed  by  ap¬ 
proved  methods  based  on  the  composition  of 
the  gas  and  conditions  at  point  of  measure¬ 
ment,  with  such  reasonable  frequency  as 
found  necessary/ 

(f)  Measuring  equipment.  Contractor 
will  maintain  and  operate,  at  the  delivery 
points,  measuring  stations  properly  equip¬ 
ped  with  displacement  or  orifice  meters  and 
other  necessary  measuring  equipment  by 
which  the  volumes  of  gas  delivered  here¬ 
under  shall  be  measured.  Orifice  meters 
shall  be  installed  and  operated,  and  gas  vol¬ 
umes  computed,  in  accordance  with  specifi¬ 
cations  recommended  in  Gas  Measurement 
Committee  Report  No.  2,  dated  May  6,  1935, 
of  the  Natural  Gas  Department  of  the  Amer¬ 
ican  Gas  Association,  as  the  same  may  be 
amended  from  time  to  time,  applied  in  a 
practical  manner;  displacement  meter  dial 
readings  to  be  adjusted  for  varying  pressure 
and  temperature  conditions.  Government 
may  Install  such  check  measuring  equip¬ 
ment  as  it  shall  desire,  provided  that  such 
equipment  shall  be  so  Installed  as  not  to 
interfere  with  the  operations  of  Contractor. 
Contractor  shall  have  access  to  such  check 
measuring  equipment  at  all  reasonable 
hours,  but  the  reading,  calibrating  and  ad¬ 
justing  thereof  and  the  changing  of  charts 
shall  be  done  by  Government  unless  other¬ 
wise  agreed  upon. 

Both  Contractor  and  Government  shall 
have  the  right  to  be  present  at  the  time  of 
any  installing,  reading,  cleaning,  changing, 
repairing,  inspecting,  testing,  calibrating,  or 
adjusting  done  in  connection  with  the  other’s 
measuring  equipment  used  in  measuring  de¬ 
liveries.  The  records  from  such  measuring 
equipment  shall  remain  the  property  of  their 
own,  but  upon  request,  each  will  submit  to 
the  other  its  records  and  charts,  or  true  copies 
thereof,  together  with  calculations  there¬ 
from,  for  inspection  and  verification,  subject 
to  return  within  thirty  (30)  days  after  re¬ 
ceipt  thereof,  after  which  return  the  con¬ 
tractor’s  charts  and  records  shall  be  kept  on 
file  by  the  Contractor  for  the  mutual  use  of 
both  parties  for  such  period  and  to  such 
extent  as  may  be  required  by  law. 

Reasonable  care  shall  be  exercised  in  the 
installation,  maintenance  and  operation  of 
any  pressure  regulating  equipment  so  as  to 
avoid  any  inaccuracy  in  the  determination 
of  the  volume  of  gas  delivered. 

6.  Metering  and  billing.  Gas  will  be  meas¬ 
ured  by _ _ 

(Number  installed  and  type) 

meter  (s). 

7.  Pressure.  •  Contractor  will  maintain  at 
the  point  of  delivery  a  regulated  pressure 
within  ten  percent  of  the  pressure  requested 


Estimated  annual  consumption _ 

(Government  is  in  no  way  obligated  to  use 
nor  is  it  restricted  to  the  above  estimated  re¬ 
quirement.)  » 

3.  Point  of  delivery.  The  point  of  delivery 

of  water  shall  be _ 

4.  Description  of  water  service.  The  Con¬ 
tractor  shall  have _ gallons  per  minute 

of  water  continuously  available  at  the  point 
of  delivery  at  a  pressure  of  not  less  than 
_ _ pounds  per  square  inch  gauge. 

5.  Quality  of  water.  The  Contractor  will 
supply  clear,  potable  water  safe  for  human 
consumption  in  accordance  with  standards 
adopted  by  the  United  States  Public  Health 
Service  for  drinking  and  culinary  water  sup¬ 
plied  by  common  carriers  in  interstate  com¬ 
merce  and  such  revisions  thereof  as  any  be 
made  from  time  to  time. 

6.  Metering  and  billing.  Water  will  be 

measured  by _ meter  (s) , 

7.  Size  of  contractor’s  pipe  line  to  point  of 

delivery _ Inches  diameter. 

8.  Alterations  and  additions. 

(d)  Sewage  service  specifications. 

Sewage  Service  Specifications 

1.  Premises  to  be  served _ _ 

2.  Estimated  service  requirements _ _ 

Estimated  annual  volume _ 

(The  Government  is  in  no  way  obligated 

to  deliver  nor  is  it  restricted  to  the  above 
estimated  requirements.) 

3.  Service  to  be  rendered.  Contractor  shall 
furnish  a  sanitary  sewer  connection  and  sani¬ 
tary  sewerage  service  as  required  by  the  Gov¬ 
ernment  and  shall  receive,  carry,  treat  and 
dispose  of  all  sanitary  sewage  originating  at 
the  project  in  such  amounts  as  the  Govern¬ 
ment  desires  to  release  into  Contractor’s  sewer 
system  and  in  a  manner  and  by  such  means 
as  will  constitute  no  hazard  to  the  public 
health.  Contractor  shall  operate  its  sewage 
disposal  and  treatment  facilities  in  conform¬ 
ity  with  applicable  laws,  rules,  and  regula¬ 
tions  promulgated  by  State  and  Federal  gov¬ 
ernmental  authorities. 

4.  Point  of  delivery.  The  sewage  shall  be 

delivered  to  Contractor  by  the  Government 
at _ _ 

5.  Size  of  sewer  to  point  of  delivery _ _ 

inches  diameter. 

6.  Alterations  and  additions. 

(e)  Steam  service  specifications. 

Steam  Service  Specifications 

1.  Premises  to  be  served _ _ _ 

2.  Estimated  service  requirements: 

Estimated  hourly  maximum  demand _ _ 

Estimated  annual  consumption _ _ 

(The  Government  is  in  no  way  obligated  to 

use  nor  is  it  restricted  to  the  above  estimated 
requirements.) 

3.  Point  of  delivery.  The  point  of  delivery 

Of  steam  shall  be _ _ 

4.  Description  of  steam  service.  The  Con¬ 
tractor  shall  have _ pounds  per  hour  of 

steam  continuously  available  at  the  point  of 


(Name  of  contractor) 

This  memorandum  agreement  made  this 

- day  of - 19 —  has  for  its 

purpose  simplification  and  Increased  effi¬ 
ciency  in  the  negotiation  and  execution  of 


(Type  of  contract;  fixed  price,  cost  reim¬ 
bursement) 

contracts  between  the  United  States  Air 

force  and- the _ _ 

(Name  of  contractor) 

a  corporation  incorporated  under  the  laws  of 

the  State  of _  The  terms  and 

provisions  of  Sections  A,  B,  C  and  D  herein¬ 
after  set  forth  have  been  agreed  upon  by  the 
parties  hereto.  The  clauses  set  forth  in  Sec¬ 
tion  A  are  mandatory  clauses.  The  clause* 
set  forth  in  Section  B,  and  provisions  of  Sec¬ 
tions  C  and  D  are  for  mutual  selection  as 
applicable  to  each  contract.  Contracts  exe¬ 
cuted  after  the  date  hereof  and  prior  to  the 
termination  hereof  shall  refer  to  all  clause* 
and  provisions  of  this  agreement  applicable 
to  the  contract  and  by  such  reference  incor¬ 
porate  the  same.  Such  contracts  shall  con¬ 
sist  of  the  incorporated  clauses  and  provi¬ 
sions,  and  any  additional  clauses  and  provi¬ 
sions  which  may  be  specifically  set  fortb-in 
such  contracts. 

This  agreement  may  be  terminated  in  its 
entirety  by  either  party  upon  thirty  (80) 
days  notice  in  writing  to  the  other  party. 
This  agreement  may  be  terminated  by  the 
Government  at  any  time  if  the  parties  fail 
to  agree  upon  any  deletion,  modification  or 
addition  to  this  agreement  which  is  required 
by  statute,  executive  order,  or  the  Armed 
Services  Procurement  Regulation.  No  dele¬ 
tion,  modification  or  addition  to,  or  termi¬ 
nation  of,  this  agreement  shall  affect  any 
contracts  theretofore  entered  into  between 
the  parties  in  which  this  agreement  has  been 
incorporated  by  reference. 

This  agreement  shall  be  reveiwed  as  a  mini¬ 
mum  annually  on  the  anniversary  of  its  ef¬ 
fective  date  and  revised  to  conform  with  all 
requirements  of  the  Armed  Services  Procure¬ 
ment  Regulation  and  any  additional  provi¬ 
sions,  including  applicable  provisions  of  the 
Air  Force  Procurement  Instruction,  as  mu- 
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uy  agreed  to  by  the  parties.  sSuch  revl- 
be  evidenced  by  Supplemental 

Agreements  hereto. 

This  agreement  shall  not  be  referred  to  by 
*  Contractor  in  bids  submitted  In  response 
••"advertised  invitations  nor  become  a  part 
“  any  contract  placed  through  the  process 
t  (onnal  advertisement. 

rn  Witness  Whereof,  the  parties  hereto 
have  executed  this  Agreement  as  of  the  day 
year  first  above  written :  “ 

The  United  States  of  America 


(Contracting  Officer) 
(Contractor) 


(Title) 


(Address) 

Witnesses: 


Note:  In  the  case  of  a  corporation,  wit¬ 
nesses  are  not  required  but  the  certificate 
below  must  be  completed.  Type  or  print  the 
name  under  all  signatures. 

Vote:  The  Contractor,  if  a  corporation, 
ghould  cause  the  following  certificate  to  be 
executed  under  its  corporate  seal,  provided 
that  the  same  officer  shall  not  execute  both 
tbe  contract  and  the  certificate. 

Certificate 

I(  _ _ _  certify  that  I  am  the 

" _ of  the  corporation  named  as 

Contractor  herein:  that _ > - - 

who  signed  this  Basic  Agreement  on  behalf 

of  the  Contractor,  was  then - of 

said  corporation:  that  said  Basic  Agreement 
was  duly  signed  for  and  in  behalf  of  said 
corporation  by  authority  of  its  governing 
b'dy,  and  is  within  the  scope  of  its  corporate 
powers. 

_ _  (Corporate  Seal) 

(Signature)’ 

§1007.3803-2  Index  page.  The  fol¬ 
lowing  information  will  be  inserted  as 
the  index  page  to  all  basic  agreements, 
to  be  completed  with  the  lists  of  appro¬ 
priate  clauses.  Clauses,  by  section,  will 
be  consecutively  numbered,  prefixed  by 
the  letter  referring  to  the  section  to 
which  they  appear. 

>  Basic  Agreement  No. _ _ 

_ Pages 

Page  _ _ _ 

Index 

BASIC  AGREEMENT 

Section  A — General  Provisions  (Hereunder 
list  the  titles  of  all  clauses  required  or 
applicable  to  all  contracts  of  the  type  to  be 
prepared  under  the  basic  agreement.) 

Section  B — Special  Provisions  (Hereunder  list 
the  titles  of  all  clauses  requiring  selection 
for  each  contract  of  the  type  to  be  pre¬ 
pared  under  the  basic  agreement.) 

(If  Section  C  Is  Used) 

8ection  C — Provisions  "for  Letter  Contracts 
(If  Section  D  Is  Used) 

Section  D — Provisions  for  Research  and  De¬ 
velopment  Contracts.  (Here  list  the  titles 
of  all  clauses,  not  included  in  Section  A  or 
B,  requiring  selection  in  each  instance, 
which  may  be  used  in  research  and  devel¬ 
opment  contracts;  and  list  the  titles  of  any 
clauses  included  in  Section  A  or  B,  for 
which  changes  are  authorized  when  used, 
in  research  and  development  contracts.) 

§  1007.3803-3  Section  A — general 
provisions.  Under  the  heading  “Section 


A — General  Provisions”  set  forth  in  full 
text  the  clauses  listed  in  the  Index  un¬ 
der  section  A,  using  the  same  identifying 
clause  numbers. 

§  1007.3803-4  Section  B — special  pro¬ 
visions.  Under  the  heading  “Section  B — 
Special  Provisions”  set  forth  ih  full  text 
the  clauses  listed  in  the  Index  under 
section  B,  using  the  same  identifying 
clause  numbers. 

§  1007.3803-5  Section  C — letter  con¬ 
tract  provisions.  Where  the  basic  Agree¬ 
ment  governs  fixed  price  contracts,  set 
forth  the  following  provisions  under  the 
heading  “Section  C — Letter  Contract 
Provisions.” 

(1)  The  following  provisions  shall  form 
a  part  of  any  Letter  Contract  incorporating 
the  provisions  of  this  Section  C  by  reference. 

(2)  Except  as  otherwise  expressly  pro¬ 
vided  to  the  contrary  herein,  the  Contractor 
is  directed,  upon  its  acceptance  of  this  order, 
to  proceed  immediately  to  procure  the  nec¬ 
essary  materials,  and  to  commence  the  man¬ 
ufacture  of  the  supplies  or  performance  of 
the  services,  called  for  herein,  and  to  pursue 
such  work  with  all  diligence  to  the  end  that 
the  supplies  may  be  delivered  or  services  per¬ 
formed  at  the  earliest  practicable  date. 

(3)  All  clauses  of  Section  A  of  Basic  Agree¬ 
ment  _ excepting  any  clause  entitled 

“Payment’’,  “Default”,  “Termination”,  and 
“Subcontracts”  are  hereby  incorporated  into 
this  Letter  Contract  by  reference  with  the 
same  force  and  effect  as  though  herein  set 
forth  in  full.  Reference  In  any  of  the  clauses 

of  Section  A  of  Basic  Agreement _ to 

contract  prices  or  adjustments  in  contract 
prices  and  delivery  schedules,  to  the  extent 
such  are  not  included  in  this  Letter  Con¬ 
tract,  shaU  be  inapplicable,  except  that  any 
adjustments  in  amounts  finally  payable  to 
the  Contractor,  or  in  time  of  performance 
required  by  such  clauses,  shall  be  made 
either  at  the-  time  of  settlement  of  Con¬ 
tractor’s  termination  claims  or  shaU  be  taken 
into  account  at  the  time  of  execution  of  the 
definitive  contract  contemplated  hereby. 

(4)  By  the  Contractor’s  acceptance  hereof, 
it  undertakes  without  delay  to  enter  into  ne¬ 
gotiations  with  the  Department  of  the  Air 
Force  looking  to  the  execution  of  a  definitive 
contract  which  will  include  all  of  Section  A, 
the  Section  B  Clauses  referred  to  elsewhere 
herein,  and  all  other  applicable  clauses  then 
required  by  Federal  law  or  Executive  Order 
to  be  included  in  contracts  for  supplies  or 
services  of  the  kind  herein  described.  The 
definitive  contract  will  also  contain  a  detailed 
delivery  schedule  and  prices,  clauses,  terms 
and  conditions  as  agreed  to  by  the  parties 
which  may  or  may  not  be  at  variance  with 
the  provisions  of  this  order. 

(5)  Pending  the  execution  of  a  definitive 
contract,  each  expenditure,  order,  subcon¬ 
tract  or  commitment  made  by  the  Contractor 
in  furtherance  of  its  performance  hereunder, 
if  for  an  amount  that  shall  exceed  either  five 
per  centum  of  the  amount  the  Contractor  is 
authorized  to  expend  or  obligate  hereunder, 
or  $25,000,  whichever  is  less,  for  tools,  dies, 
jigs,  fixtures,  materials,  supplies,  parts,  equip¬ 
ment,  engineering  assistance  or  reproduction 
or  other  license  rights  will  be  subject  to  writ¬ 
ten  approval  by  the  Contracting  Officer.  No 
contract,  regardless  of  the  amount  thereof, 
shall  be  made  by  the  Contractor  with  any 
other  party  for  furnishing  any  of  the  com¬ 
pleted  or  substantially  completed  articles, 
spare  parts  or  work  herein  called  for,  with¬ 
out  the  written  approval  of  the  Contracting 
Officer  as  to  sources. 

(6)  Termination.  (Insert  the  clause  set 
forth  in  !  1007.2504-6.) 

§  1007.3803-6  Section  C — letter  con¬ 
tract  provisions.  Where  the  basic  agree¬ 
ment  governs  cost-reimbursement-type 


contracts,  insert,  under  the  heading 
“Section  C— Letter  Contract  Provisions,” 
the  provisions  set  forth  in  §  1007.3803-5 
with  the  following  changes: 

(a)  In  paragraph  (3)  thereof  change 
the  words  “clauses  entitled  ‘Payment,’ 
‘Default,’  ‘Termination,’  and  ‘Subcon¬ 
tracts’  ”  to  “clauses  entitled  ‘Limitation 
of  Cost,’  ‘Allowable  Cost,  Fixed  Fee  and 
Payment,*  ‘Termination’  and  ‘Excusable 
Delays’.” 

(b)  In  paragraph  (3)  thereof,  change 
the  words  “contract  prices  or  adjust? 
ments  in  contract  prices”  to  “contract 
costs  or  adjustments  in  fixed-fee,  if 
any.” 

(c)  In  paragraph  (4)  thereof,  change 
the  word  “prices”  to  “estimated  cost  and 
fixed-fee,  if  any.” 

(d)  Delete  paragraph  (5)  thereof  un¬ 
less  Section  A — General  Provisions  does 
not  include  a  “Subcontracts”  clause. 

§  1007.3803-7  Section  ,  D — research 
and  development  contract  provisions. 
Under  the  heading  “Section  D — Re¬ 
search  and  Development  Contract  Pro¬ 
visions”  set  forth  in  full  text  the  clauses 
listed  in  the  Index  under  Section  D, 
with  the  same  identifying  clause  num¬ 
bers.  Where  changes  are  authorized 
in  clauses  set  forth  in  Section  A  or  B 
when  used  in  research  and  development' 
contracts,  either  set  forth  the  clause  in 
full  as  changed,  or  describe  the  author¬ 
ized  change  clearly.  List  any  Section  A 
clauses  which  are  inapplicable  to  re¬ 
search  and  development  contracts,  and 
so  state. 

SUBPART  NN— SPECIAL  CLAUSES 

§  1007.4003  Use  of  /  special  clauses. 
Special  clauses  will  be  inserted  in  con¬ 
tracts  according  to  instructions  for  their 
use  contained  in  this,  or  other  subparts 
of  this  part.  To  the  extent  of  any  in¬ 
consistency  between  instructions  for  use 
contained  in  another  subpart  and  in¬ 
structions  in  this  subpart,  the  instruc¬ 
tions  of  the  other  subpart  will  control 
for  the  type  or  kind  of  contract  treated 
therein. 

§  1007.4004  Shipments.  All  contracts 
issued  by  Hq  AMC  or  AMC  field  pro¬ 
curement  activities  which  provide  for 
delivery  of  supplies  will  contain  the 
clause  set  forth  in  this  section.  Such 
contracts  issued  by  other  AF  activities 
may  contain  the  clause  set  forth  in  this 
section  or  may  contain  a  shipments 
clause  adapted  to  the  particular  con¬ 
tract. 

Shipments 

(a)  Unless  otherwise  provided  In  this  con¬ 
tract  or  unless  the  Contracting  Officer  acting 
under  the  “Changes”  clause  hereof  directs  In 
writing  otherwise,  aU  supplies  to  be  fur¬ 
nished  under  this  contract  Bhall  be  delivered 
f.  o.  b.  carrier’s  equipment  at  the  plant  or 
plants  at  which  such  supplies  are  to  be 
finally  inspected  and  accepted,  or  if  the 
facilities  for  shipment  by  carrier’s  equip¬ 
ment  are  not  available  at  the  Contractor’s 
plant,  f.  o.  b.  the  point  or  points  nearest 
thereto  that  carrier  service  is  available. 
When  the  carrier’s  equipment  is  rail,  any 
shipment  occupying  sufficient  space  in  a  rail¬ 
road  car  to  constitute  a  carload  shipment 
subject  to  carload  freight  rates  shall  be 
properly  and  adequately  loaded  in  freight 
cars  by  the  Contractor,  and  any  shipment 
Eibject  to  less-than-carload  freight  rates 
shall  be  delivered  by  the  Contractor  into  the 
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:arrier’s  possession  at  the  Contractor’s  plant,  for  spare  parts  for  such  items,  may  con-  inserted  in  any  fixed-price  contract  for 
>r  at  the  point  or  points  nearest  thereto  at  tain  the  following  clause.  This  clause  supplies  or  services  where  it  is  contem. 
arhich  deUvery  can  be  effected.  may  be  made  a  lettered  paragraph  of  the  plated  the  Government  may  furnish  thl 

JLE2SS 'ASH  oX  Sotted  "Shipments”  set  forth  in  Contraetor  with  materials  or 
ipecifled  destinations,  such  supplies  shall  be  §  1007.4004.  not  provided  for  in  the  contract: 

ihipped  direct  by  the  Contractor  to  the  spec-  Delivery  of  Spare  Parts  Schedule  Furnishing  of  Materials  or  Supplies  by  tr* 

fled  destinations  on  commercial  bills  of  Government  at  Its  Option  ■■ 

adlng,  at  the  expense  of  the  Contractor.  Unless  otherwise  provided  in  the  Schedule, 

E»rovlded.  however;  that  nothing  contained  a11  *Pare  Parts-  if  any.  required  to  be  fur-  The  Government  may  at  its  option  from 
aerein  shall  preclude  reimbursement  of  the  wished  to  the  Government  under  this  con-  time  to  time  furnish  the  Contractor  with 
Contractor  bv  the  Government  of  any  such  tract  shall  be  delivered  in  accordance  with  materials  or  supplies  not  obtainable  In  the 
transportation  expenses  if  this  is  a  cost-  this  paragraph.  The  Contractor  shall  de-  open  market  and  which  are  required  by  the 
'eimbursement  type  contract  liver  in  each  month  that  quantity  of  each  Contractor  for  the  performance  of  this  con. 

(c>  Notwithstanding  other  provisions  of  ltem  of  sPare  Parta  listed  on  the  sPare  tract-  In  such  event*  an  equitable  reduc- 
this  contract,  shipments  made  under  cost  re-  Parts  exhibit,  or  exhibits,  to  this  contract  tion  in  the  contract  price  sharf  be  made  prior 
imbursement  contracts  which  do  not  exceed  which  bears  the  same  ratio  the  total  to  the  delivery  of  such  materials  or  supply 
[il  1000  pounds  if  shipped  by  rail  truck  quantity  of  such  item  to  be  furnished  as  to  the  Contractor,  or  as  soon  thereafter  as 
■>r  freight  forwarder  or  (ii)  100  pounds  if  the  number  of  articles  to  which  'such  spare  possible,  but  in  no  event  later  than  thirty 
shipped  by  railway  express,  or  (ill)  50  pounds  Part  relates  to  be  delivered  in  such  month  (30)  days  after  such  delivery. 

*  eMpped  He  5  1007.4010  Government-furnm 

LSHeTpaidV^SSracto6  require  delivery  of  a  fraction  of  a  spare  part,  property  to  be  returned  in  kind.  When- 

(d)  If  the  Contracting  Officer  directs  In  the  next  higher  number  of  whole  spare  parts  ever  it  IS  considered  desirable  in  a  fixed- 

writing  that  any  of  the  supplies  to  be  fur-  sha11  bc  delivered  if  such  fraction  exceeds  price  contract  that  Government-fur- 
tiished  hereunder  be  delivered  to  a  carrier  one-half  (V2)  and  the  next  lower  numbers  nished  property  which  is  to  be  incor- 
tor  shipment  from  a  point  other  than  speci-  °f  wbole  spare  parts  shall  be  delivered  if  such  porated  in  the  end  items  be  returned  bv 
led  in  this  contract,  equitable  adjustment  fraction  is  one-half  ( /2 )  or  less.  the  Contractor  in  kind,  if  possible,  ana 

shall  be  made  in  the  contract  price  in  the  §  1007.4006  Delivery  of  aircraft.  Any  if  not  possible  that  an  adjustment  b« 
manner  provided  in  the  general  provisions  contract  providing  for  the  delivery  of  made  in  the  contract  price,  the  following 

$  Shining  instructions,  if  not  other-  aircraft  to  the  Government  may  contain  clause  may  be  used : 
wise  provided  herein,  names  of  consignees  of  the  f  ollowing  clause  which  may  be  made  Government-Furnished  Property  To  Be 
all  supplies  to  be  delivered  by  the  Con-  a  lettered  paragraph  to  the  clause  en-  Returned  in  kind 

tractor  hereunder  will  be  furnished  in  writ-  titled  “Shipments”  as  set  forth  in  _  .  ,  A  , 

tng  by  the  Contracting  Officer  at  a  later  date,  s  1007  4004  *  c®rtai”  furnished  to  the  Con- 

Bequest  therefor  shall  be  made  to  such  ad-  S  '  traftor  by  tba  Government  under  the  pro¬ 
dress  as  the  Contracting  Officer  may  direct.  Delivery  of  Aircraft  visions  of  this  contract  may  be  expressly 

not  later  than  thirty  (30)  days  prior  to  the  Unless  otherwise  provided  in  this  contract  Government0  to  *5* 

fHhtomenf  “y  **  ^  aU  Jarett  sbell  be  delivered 'completely  eel  °comp“eh*j  "S  d2K  p^lSS 

(f)  Routing  instructions.  If  not  otherwise  the  flytag  fieldwhore1 they6 are  tlTbe  finally  JJ}®® r^tum^ike ' proraJty^It^  iSLdS’l 
provided  herein  and  deliveries  are  other  than  inspected.  The  Contractor  shall  furnish  all 

f.  o.  b.  specified  destinations,  Government  fuei,  oil  and  cooling  fluid  necessary  (1)  for  ^ed  m  toJneetion  f°* 

routing  instructions  will  be  furnished  to  the  engine  tests  and  flight  tests  required  to  be  in  the 

Contractor  in  writing  by  the  Contracting  made  under  the  provisions  of  AF  Specifica-  thU  elaui  l^nntr^nH 

Officer  at  a  later  date.  If  the  Government  tion  No.  r-1800-E  and  (ii)  for  fly-away,  in  ’ JJ?* *the 

routing  instructions  have  not  been  received  amounts  designated  by  the  ferry  -pilot,  for  iwre? tn  th ^rovern m en/  wi 

by  the  Contractor  thirty  (30)  days  prior  to  eaCh  aircraft  delivery.  Pile.8.  d^iverad  to  the  Government  hereunto 

date  on  which  any  of  the  articles  are  antlci-  Y  sbad  reduced  equitably  in  accords** 

pated  to  be  ready  for  shipment,  request  there-  §  1007.4007  Transportation  charges.  Wlth  the  clause  hereof  entitled  ‘Changes” 

for  shall  immediately  be  made  to  the  Any  fixed-price  supply  contract,  under  *b*  Tf°.  !'hen,.e*tent  ^at  the,  Contractoi 
cognizant  transportation  activity  specified  which  the  contractor  has  quoted  a  price  ,r!ihin0  rnlTJ1.?  ”2  p?' 

herein.  including  the  transDortation  charges  frty  from  the  Government  or  such  extender 

(e)  Notice  of  shivments  t Under  this  lncJuainS  tue  transportation  Charges,  thereof  as  may  be  agreed  upon,  return  liki 

.Ubl’tle  insert  °he^  eSZ  e!i  fonh  ?n  JpS  “d  SlLTS  1°,  V“  ,  ,h'  °° 

7-105  4  (32  CFR  7  105-4) )  the  possibility  Of  Shipment  on  Govern-  ments  right  to  a  price  reduction,  pursuant 

(h) "  Computation  of  delivery  time.  For  ment  bills  of  lading,  may  include  the  ,to  subparagraph  (a)  above  shall  be  waived 

the  purpose  of  determining  the  fulfillment  of  following  clause :  (c)  In  the  event  of  termination  of  thii 

this  contract  so  far  as  delivery  dates  are  con-  Transportation  Charges  contract,  the  parties  shall  take  Into  con 

cerned,  in  the  event  the  delivery  point  or  Transportation  charges  sideration,  as  part  of  the  termination  settle 

points  are  not  the  same  as  the  point  or  The  Contractor  hereby  agrees  that  in  the  ment  the  effect  of  any  adjustment  In  prio 
points  of  destination,  the  time  of  delivery  of  event  that  shipments  hereunder  which  were,  required  by  reason  of  this  clause  and  no 
the  supplies  shall  be  the  date  of  delivery  to  by  the  terms  of  this  contract,  to  be  made  at  theretofore  made. 

the  carrier  ready  for  shipment  to  destination,  the  Contractor’s  expense  are  in  fact  made  (d)  T*1®  provisions  of  the  clause  of  thi 

(i)  Shipments  by  the  Government.  Un-  on  a  Government  bill  of  lading,  there  shall  contract  entitled  “Government-Furnisha 
less  this  is  a  cost-reimbursement  type  con-  be  deducted  from  the  contract  price  the  Property  shall  be  applicable  to  any  prop 
tract,  any  articles,  supplies  or  other  items  to  commercial  freight  charge  for  delivery  to  the  erty  furnished  the  Contractor  under  thi 
be  delivered  by  the  Government  to  the  Con-  destination  specified  herein,  including  any  clause. 

tractor  shall,  unless  otherwise  provided  Federal,  State,  or  local  tax  directly  appli—  (®)  From  time  to  time,  and  in  any  even) 
herein,  be  delivered  to  the  Contractor  f .  o.  b.  cable  thereto.  The  Contractor  further  agrees  prior  to  final  payment  under  this  contra: 
carrier's  equipment  at  the  plant  or  plants  of  to  show  any  such  reductions  on  the  invoices  a  list  of  the  property  furnished,  the  prop 
the  Contractor  designated,  or  if  facilities  for  submitted  hereunder.  erty  returned  and  any  adjustment  in  pri* 

shipment  by  carrier’s  equipment  are  not  s  dnn«  Amplorntort  A  o  1  i  n  o  r  n  5T  reason  thereof  shall  be  evidenced  b 

available  at  the  Contractor’s  plant  or  plants.  *  100J.4008  AcceZerofed  liv.er  V-  Change  Order  or  Supplemental  Agreement  t 

f.  o.  b.  the  point  or  points  nearest  thereto  When  the  contractor  may  deliver  items  this  contract. 

that  carrier’s  equipment  is  available.  supply  or  perform  services  at  a  faster  _  7  „  „  .  „  *, 

(J)  Where  the  contract  provides  that  in-  rate  than  set  forth  in  the  schedule  and  *  A??™?1;  p  trait,  whP 

spection  and  acceptance  shall  be  accom-  such  accelerated  delivery  or  performance  equipment  rental  contracts.  Whe 
pushed  at  a  subcontractor’s  plant  (whether  is  desirable  without  limitation,  the  fol-  equipment  for  maintenance  and  repa 
in  whole  or  in  part)  the  foregoing  provisions,  lowing  clause  will  be  inserted :  projects  using  project  441  funds 

except  paragraphs  (e)  and  (f),  shall  be  -  rented  from  a  contractor,  the  followii 

equally  applicable  to  such  subcontractors  as  Accelerated  Delivery  clause  Will  be  included  in  the  rental  COI 

provided  in  said  subcontract.  Subcontrac-  The  Contractor  Is  authorized  to  exceed  the  frn„f  „nl»cc  the  enntraeHnu  nfficer  di 
tors’  shipping  instructions  and  routing  in-  delivery  rate,  or  to  complete  performance  of  T  aCC.’  C0mraCtmg  Officer  w 

structions,  if  not  previously  furnished,  shall  this  contract  prior  to  the  time  therefor,  set  termines  that  the  use  of  the  Clause  wi 
be  requested  from  the  Prime  Contractor.  forth  In  the  Schedule.  unduly  limit  competition : 

§  1007.4005  Delivery  of  spare  parts  §  1007.4009  Furnishing  of  materials  Recapture  ofWtipment 

schedule.  Any  contract  which  provides  or  supplies  by  the  Government  at  its  (a)  When  and  if  the  total  rental  paid 
for  delivery  of  items  of  supplies,  and  also  option.  The  following  clause  may  be  accrued  to  the  Lessor  for  any  equipme 
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covered  by  this  agreement  shall  equal  the 
\Leed  value  thereof  plus  1  percent  per 
^jjth  of  the  agreed  value  for  each  contract 
month  or  fraction  thereof  such  equipment 
Ihail  have  been  subject  to  use  pursuant  to 
agreement,  no  further  rentals  shall 
accrue  hereunder  and  title  to  such  equip¬ 
ment  shall  vest  in  the  Government.  In  such 
event  the  Lessor  shall  forthwith  remove 
without  cost  to  the  Government  any  and 
all  liens  or  encumbrances  against  such  equip¬ 
ment. 

(b)  At  any  time  during  the  period  of  this 
agreement,  the  Government  may  at  its  option 
p^chase  any  equipment  covered  by  this 
agreement,  upon  the  giving  of  written  notice 
0f  Its  intention  so  to  do,  by  paying  the  differ¬ 
ence  between  the  agreed  value  plus  1  percent 
per  month  of  the  agreed  value  for  each  con¬ 
tract  month  or  fraction  thereof  such  equip¬ 
ment  shall  have  been  subject  to  use  pur- 
want  to  this  agreement,  and  the  total  rental 
for  such  equipment  theretofore  paid  or  ac¬ 
crued.  Upon  the  giving  of  such  notice,  the 
Lessor  shall  forthwith  transfer  title  to  such 
equipment  to  the  Government. 

(c)  The  Lessor  agrees  that  in  the  event 
the  Government  acquires  title  to  any  equip¬ 
ment  covered  by  this  agreement  pursuant  to 
subparagraph  (a)  or  (b),  of  this  clause,  it 
will  hold  the  Government  harmless  against 
ail  claims  asserted  against  such  equipment, 
whether  asserted  prior  to  or  after  passage  of 
title  to  the  Government,  where  such  claims 
arise  prior  to  the  vesting  of  title  in  the 
Government. 

§  1007.4012  Rental  of  gas  cylinders. 
All  contracts  which  provide  for  the  rental 
of  gas  cylinders  will  contain  the  more 
applicable  of  the  following  clauses: 

(a)  When  one  cylinder  at  a  time  is 
rented: 

Rental  of  Gas  Cylinders 

Cylinders  shall  remain  the  property  of  the 
'  Contractor  and  will  be  loaned,  without 
charge,  to  the  Government  for  a  period  of  30 
days  after  the  date  of  shipment  of  cylinders 
lrom  the  Contractor’s  plant.  Beginning 
with  the  first  day  after  the  expiration  of  the 
JO-day  free  loan  period  to  and  including  the 
day  the  cylinders  are  released  to  the  trans¬ 
portation  company  for  return  to  the  Con¬ 
tractor,  there  will  be  charged,  and  the  United 
States  agrees  to  pay  the  Contractor,  a  rental 

of  $ _ per  cylinder  per  day  for  the  use 

of  such  cylinders. 

(b)  When  a  quantity  of  cylinders  is 
rented: 

Cylinders  shall  remain  the  property  of  the 
Contractor  and  will  be  loaned,  without 
charge,  to  the  Government  for  a  period  of 
80  days  after  the  date  of  shipment  of  cylin¬ 
ders  from  the  Contractor’s  plant.  Beginning 
with  the  first  day  after  the  expiration  of  the 
80-day  free  loan  period  to  and  including  the 
day  the  cylinders  are  released  to  the  trans¬ 
portation  company  for  return  to  the  Contrac¬ 
tor,  there  wili  be  charged,  and  the  United 
States  agrees  to  pay  the  Contractor,  a  rental 

of  $ - per  cylinder  per  day,  computed 

on  a  quantity  basis,  as  indicated  below,  for 
the  use  of  such  cylinders.  This  rental 
charge  will  be  computed  separately  for 
oxygen  and  acetylene  cylinders  and  for  each 
point  of  delivery  named  in  the  contract.  A 
credit  of  30  cylinder  days  will  accrue  for  each 
cylinder  shipped.  A  debit  of  1  cylinder  day 
will  accrue  for  each  cylinder  for  each  day 
held  beginning  with  the  day  after  date  of 
shipment  from  Contractor’s  plant  to  and 
including  the  day  the  cylinder  is  released 
to  the  transportation  company  for  return  to 
the  Contractor.  At  the  end  of  the  contract 
period,  in  the  event  the  total  number  of 
debits  exceeds  the  total  number  of  credits, 
rental  will  be  charged  for  the  difference.  If 
the  total  number  of  credits  equals  or  exceeds 
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the  total  number  of  debits,  no  charge  will  be 
made  for  the  use  of  the  cylinders. 

All  cylinders  not  returned  to  the  Contrac¬ 
tor  on  or  before  the  expiration  of  a  90-day 
rental  period  or  lost  or  damaged  beyond  re¬ 
pair  while  in  the  possession  of  the  United 
States  Government  shall  be  paid  for  by  the 
United  States  to  the  Contractor  at  a  re¬ 
placement  value  of  $ _ for  each  oxygen 

cylinder  up  to  110  cubic  feet  capacity,  $ _ 

for  each  oxygen  cylinder  over  110  cubic  feet 
capacity,  $ - for  each  acetylene  cylin¬ 
der  up  to  150  cubic  feet  capacity,  and  $ _ _ 

for  each  acetylene  cylinder  over  150  cubic 
feet  capacity. 

Cylinders  retained  or  lost  and  so  paid  for 
shall  be  considered  the  property  of  the 
United  States.  But  if  and  when  located 
they  may,  at  the  option  of  the  Government, 
be  returned  to  the  Contractor,  and,  in  such 
event,  credit  shall  be  allowed  to  the  Gov¬ 
ernment  at  the  replacement  value  paid,  less 

rental  of  $ - per  Uay  beginning  at  the 

expiration  of  the  30-day  period  as  aforesaid 
to  the  date  upon  which  cylinders  are  turned 
over  to  the  Carrier  for  return  to  Contractors’ 
plant. 

§  1007.4013  Quality  cont/ol  specifica¬ 
tion.  All  contracts  (other  than  local 
purchase  contracts  and  those  excluded 
by  paragraph  1.2  of  Military  Specifica¬ 
tion  MIL-Q-5923,  as  in  effect  on  the  date 
of  the  contract)  shall  contain  the  follow¬ 
ing  clause: 

Quality  Control  Specification 

Except  as  otherwise  provided  in  this  con¬ 
tract,  the  Contractor’s  system  of  quality  con¬ 
trol  during  the  performance  of  this  contract 
shall  be  in  accordance  with  the  provisions  of 
Military  Specification  MIL-Q-5923,  as  in  ef¬ 
fect  on  the  date  of  this  contract,  incorpo¬ 
rated  herein  by  reference  unless  this  contract 
is  one  of  the  types  specified  in  paragraph 
1.2  of  said  specification. 

§  1007.4014  Certificate  acceptance. 
The  following  clause  may  be  used  in  sup¬ 
ply  contracts  for  simple,  non-critical 
items  of  a  standard  or  commercial  na¬ 
ture  such  as  commercial  grade  hardware, 
hand  tools,  office  supplies  and  equip¬ 
ment,  housekeeping  materials,  and 
equipment,  and  simple  AN  Standard 
items. 

Certificate  Acceptance 

(a)  At  the  option  of  the  Contracting  Of¬ 
ficer  any  of  the  supplies  to  be  furnished 
hereunder  may  be  accepted  without  prior 
Government  inspection  upon  "receipt  of  a 
certificate  of  the  Contractor  attached  to  an 
invoice  for  said  supplies  reading  substan¬ 
tially  as  follows: 

“I  hereby  certify  that  I  did,  on  the _ _ 

day  of _ _ _ _  19 _ ,  ship  via _ _ 

in  accordance  with  shipping  instructions  is¬ 
sued  by  the  Contracting  Officer,  the  supplies 
called  for  by  Contract  No.  ( insert  contract 

number) _ ;  that  such  supplies  were 

in  the  quantities  and  of  the  quality  called 
for,  and  were  in  all  respects  in  accord  with 
the  applicable  specifications.  This  state¬ 
ment  is  furnished  to  support  payment  of  the 
attached  invoice.’* 

(b)  Notwithstanding  any  provisions  of  the 
certificate  above  referred  to  and  notwith¬ 
standing  the  provisions  of  paragraph  (c) 
of  the  clause  hereof  entitled  “Inspection”  or 
“Inspection  of  Supplies  and  Correction  of 
Defects”  as  the  case  may  be,  the  liability  of 
the  Contractor  with  respect  to  supplies  ac¬ 
cepted  by  the  Government  under  the  pro¬ 
visions  of  paragraph  (a)  above  will,  after 
inspection  by  the  Government  or  after  the 
expiration  of  a  reasonable  time  following 
delivery  to  the  Government  within  which 
inspection  may  be  made,  whichever  occurs 


first,  be  limited  (except  as  to  supplies  re¬ 
jected  upon  such  inspection)  to  liability  for 
latent  defects,  fraud,  or  such  gross  mistakes 
as  amount  to  fraud. 

§  1007.4015  Additional  inspection  re¬ 
quirements.  Any  fixed-price  contract 
which  calls  for  the  delivery  of  supplies 
may  include  the  following  clause: 

Additional  Inspection  Requirements 

(a)  The  Contractor  shall  inform  the  In¬ 
spector  when  supplies  are  ready  for  inspec¬ 
tion. 

(b)  The  respective  points  for  final  inspec¬ 
tion  and  acceptance  by  the  Government  of 
all  the  supplies  (other  than  aircraft  to  be 
flown  away,  if  any)  to  be  furnished  under 
this  contract  shall  be,  in  addition  to  the 
plant  or  plants  of  the  Contractor  specified 
elsewhere  herein,  any  other  plant  or  plants 
of  the  Contractor  or  any  plant  or  plants  of 
a  subcontractor  or  vendor  of  the  Contractor 
hereunder,  provided  that  such  other  plant 
or  plants  of  the  Contractor  or  such  plant  or 
plants  of  a  subcontractor  or  vendor  shall 
have  been  approved  for  such  purpose  in  writ¬ 
ing  by  the  Contracting  Officer.  It  is  expressly 
understood  by  the  Contractor  that  request  by 
it  for  the  approval  referred  to  in  the  preced¬ 
ing  sentence  must  be  made  as  soon  as  prac¬ 
ticable  to  permit  the  Government  to  make 
necessary  arrangements  for  inspection  and 
acceptance,  ancT  that  the  Government  is  not 
obligated  to  make  such  final  Inspection  and 
acceptance  at  any  point  so  approved  until 
a  reasonable  period  after  the  date  of  such, 
approval. 

(c)  The  Contractor  shall,  in  the  manufac¬ 
ture  of  the  articles  to  be  supplied  under  this 
contract,  be  required  to  use  Jigs,  fixtures, 
and/or  other  devices  and  appliances  in  all 
processes  where  such  use  is  conducive  to 
interchangeability  and  uniformity  of  the 
product,  of  such  character  as  will  reduce  the 
necessity  for  selective  assembly  to  the  least 
practicable  minimum,  and  whenever  the  in¬ 
spector  shall  determine  that  any  jig,  fixture, 
device,  or  other  appliance  is  incorrect,  worn, 
damaged,  or  defective  to  such  an  extent  as 
to  adversely  affect  basic  Interchangeability  of 
the  article  manufactured,  he  shall  so  in¬ 
form  the  Contractor  in  the  same  manner  as 
applied  to  the  rejection  of  defective  material 
presented  for  acceptance  by  the  Government 
representative,  and  the  Contractor  shall  not 
thereafter  use  the  said  Jig,  fixture,  or  ap¬ 
pliance,  in  its  incorrect,  worn,  damaged,  or 
defective  form  in  the  manufacture  of  articles 
Intended  for  delivery  under  this  contract. 

(d)  Unless  otherwise  provided  herein,  if 
any  aircraft  are  required  to  be  furnished  to 
the  Government  hereunder  and  the  same 
are  to  be  flown  away,  such  aircraft  shall  be 
finally  inspected  and  accepted  by  the  Gov¬ 
ernment  at  a  flying  field  or  fields  to  be 
approved  by  the  Government  in  the  vicinity 
of  the  Contractor’s  plant  or  plants  specified 
elsewhere  herein  or  in  the  vicinity  of  any 
other  plant  or  plants  of  the  Contractor 
approved  for  such  purpose  in  writing  by 
the  Contracting  Officer.  Unless  otherwise 
provided  herein,  such  inspection  and  accept¬ 
ance  shall  be  accomplished  in  accordance 
with  the  provisions  of  AF  Specification  No. 
R— 1800— E,  as  in  effect  on  the  date  of  this 
contract. 

§  1007.4016  Inspection  requirements 
for  experimental  aircraft.  In  fixed-price 
contracts  for  the  production  of  experi¬ 
mental  aircraft,  paragraph  (c)  of  the 
clause  entitled  “Additional  Inspection 
Requirements”  set  forth  in  §  1007.4015, 
may  be  deleted  and  the  following  para¬ 
graph,  designated  “(c),”  substituted: 

Inspection  Requirements  fob  Experimental 
Aircraft 

(c)  The  Contractor  shall,  in  the  manu- 
i  facture  of  the  articles  to  be  supplied  under 
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provisions  of  the  clause  hereof  entitled 
“Changes”;  or  J 

(2)  Consider  the  con tractor  delinquent  i» 
its  deliveries  hereunder. 

(b)  Where  it  is  desired  to  permit  the 

contractor  to  fabricate  and  produ^ 
items  pending  approval  of  the  first  arti¬ 
cle  or  articles  of  a  fixed-price  contract  pa-ragTaph 

of  the  clause  set  forth  in  this  section 

will  be  deleted  and  the  following  substi- 
tuted:  ^ 

Pending  approval  of  the  First  Articles  the 
Contractor  may  proceed  with  fabrication  and 
production  of  items,  but  shall  make  no  ae- 
liveries. 

(c)  For  administrative  procedures  rel- 
ative  to  the  contractor  notification  of 
acceptance  or  rejection  of  first  article 
see  §  1054.104  (z)  of  this  chapter. 

§  1007.4021  Production  sample  test, 
(a)  When  it  is  desired  that  samples  from 
a  production  quantity  of  articles  of  a 
fixed-price  contract  be  tested  and  ap- 
proved,  the  following  clause  will  be  used: 
Production  Sample  Test 

(a)  The  contractor  shall  forthwith  deliver 
to  the  Government  all  transportation  charge* 
prepaid,  such  articles,  not  to  exceed  a  total 

of _ articles,  called  for  in  Item _ as 

may  be  designated  by  the  Government  In- 
spector,  as  production  samples  for  testing. 
The  Government,  after  testing,  will  give  the 
Contractor  a  notice  in  writing  approving, 
or  disapproving,  the  samples  as  submitted 

within _ days  after  receipt  thereof.  After 

testing,  said  articles  shall  be  returned  to  the 
Contractor,  at  the  Contractor’s  expense  in 
their  then  condition,  for  submission  as  con. 
tract  items  after  repairs  and  modifications, 
if  necessary,  have  been  made  by  the  Con¬ 
tractor.  Pending  the  approval  by  the  Gov. 
ernment  of  said  samples,  the  Contractor 
may  fabricate  the  remaining  articles  under 
this  contract:  Provided,  however,  That  the 
Contractor  shall  make  no  deliveries,  and 
that  in  the  event  the  production  sample* 
reveal  discrepancies  from  specification  re¬ 
quirements,  the  Contractor  shall  make  ths 
necessary  changes  in  all  the  fabricated  arti¬ 
cles  to  correct  such  discrepancies  at  no  cost 
to  the  Government. 

(b)  Production  Samples  shall  be  delivered 
to  [set  forth  consignee  and  address  to  which 
Production  Samples  are  to  he  shipped]. 

The  following  marking  shall  be  placed  on 
the  container  of  the  Production  Samples, 
below  and  to  the  left  of  the  address: 
^Production  Samples: 

Contract  Number _ _ 

Item _ _ 

Attn:  [set  forth  by  name  or  symbol,  and 
address,  the  laboratory  or  other  place  when 
production  samples  are  to  be  tested J. 

(c)  At  least  thirty  (30)  days  prior  to 
shipping  Production  Samples,  the  Contractor 
shall  send  written  notice  of  the  time  and 
method  of  shipment  to  the  Contracting 
Officer  and  to  the  laboratory  or  other  plaoe 
designated  in  (b)  above  where  the  Produc¬ 
tion  Samples  are  to  be  tested. 

(d)  The'  delivery  schedules  set  forth  i* 
the  contract  shall  be  deemed  automaticallf 
extended  to  the  extent  of  the  time  used  for 
any  Production  Sample  testing.  If  such 
time  is  more  than  ninety  (90)  days,  the 
adjustment  in  the  delivery  schedule  shall 
be  evidenced  by  a  Change  Order  to  this  con¬ 
tract,  or  the  contract  shall  be  terminated 
pursuant  to  the  clause  hereof  entitled  “Ter¬ 
mination  for  Convenience  of  the  Govern¬ 
ment.”  In  the  event  the  Contractor  fails  to 
deliver  the  production  samples  at  the  time 
set  forth  herein,  or  the  production  samples 
do  not  meet  the  contract  specification  re¬ 
quirements,  the  Contractor  may  be  consid¬ 
ered  delinquent  in  its  deliveries  hereunder. 


this  contract,  be  required  to  use  such  Jigs,  Federal  Food,  Drug,  and  Cosmetic  Act 
fixtures,  and/or  other  devices  and  appliances  A11  deliverieg  shaU  comply  with  the  provi- 
which  are  suitable  for  the  fabrication  of  ilons  of  ^  Pederal  P00d,  Drug,  and  Cos- 
experimental-type  aircraft  and  pwtinent  metic  Act,  Public  Law  717,  75th  Congress,  as 
spares.  Such  Jigs,  fixtures  and/or  other  amended 
devices  and  appliances  may  be  of  temporary- 

type  construction  but  shall  be  adequate  to  §  1007.4020  First  article  approval, 
maintain  the  dimensions  called  for  In  the  (a)  when  it  is  desired  that  the  first  arti- 
applicable  drawings. 

§  1007.4017  Sanitary  inspection.  In-  he  tested  and  approved,  a  clause  provid- 
sert  the  following  clause  in  all  contracts  ins  for  such  testing  and  approval  may 
for  the  procurement  of  bakery  of  dairy  be  inserted  in  the  contract.  The  deliv- 
products.  See  Subparts  FF  and  HH  of  ery,  of  the  remaining  articles  will  be 
this  part,  respectively,  and  the  note  ap-  scheduled  for  specific  times  after,  and 
pearing  at  the  end  of  this  olause.  contingent  upon,  receipt  of  notice  of 

_ _ _  „ _ . _ „  approval  of  the  first  article.  Provision 

Sanitary  Inspect  o  may  be  made  ^  the  ciause  limiting  the 

(a)  Award  of  items  listed  on  this  Invita-  number  of  resubmissions  of  first  articles 
tion  for  Bids  shall  be  made  only  to  a  bidder  after  rejection  caused  by  failure  to  meet 
whose  facilities  at  which  such  items  are  to  be  specification  requirements.  Since  the 

produced  have  been  inspected  or  otherwise  £  .  nature  nf  the  testine  desired  and 

approved  by  an  officer  of  the  Air  Force  Vet-  ®*act  mature  oi  the  testing  aesirea,  ana 

erinary  Corps  or  the  Army  Veterinary  Corps  extent  to  which  the  Contractor  will 

within  30  days  prior  to  the  opening  date  of  fce  authorized  to  proceed  with  produc- 
this  Invitation  for  Bids.  In  the  event  that  tion  pending  that  testing  and  approval, 
the  inspection  reveals  the  existence  of  un-  will  vary  from  contract  to  contract,  es- 
sanitary  conditions,  the  bidder  shall  be  in-  tablishment  of  a  standard  clause  is  not 
formed  of  such  conditions  in  writing,  by  practicable.  It  is  the  responsibility  of 
the  Contracting  Officer  prior  to  award,  and  no  th  rnnfraPtinff  Officer  to  negotiate  with 
award  shall  be  made  to  that  bidder  unless  ;re  '-'Ontractmg  umcer  to  negotiate  witn 

the  conditions  are  immediately  corrected,  Conti  actor  a  conti  act  provision 

reinspection  requested,  and  on  such  reinspec-  which  will  accurately  describe  the  condi- 
tion  the  facilities  are  found  satisfactory  and  tions  desired  and  which  will  adequately 
approved.  protect  the  interests  of  the  Government. 

(b)  The  Government  reserves  the  right  to  set  forth  in  this  section  is  a  sample  pro- 
lnspect  the  Contractor’s  facilities  at  all  rea-  vision  which  may  be  useful  as  a  guide. 

h— n<d> wU1  be incIuded 

ence  of  unsanitary  conditions,  the  Contractor  in  an^  suc_1  PiOVlSlon. 

shall  be  requested,  in  writing,  by  the  Con-  First  Article  Approval 

tracting  Officer  to  correct  such  conditions.  „  ,  _  _  .  .  .  .  .  .  . 

Refusal  to  correct  unsanitary  condifion  shall  ,  (a)  J1*®  firstr  lnum^^r  to  be  tested]  arti- 
constitute  sufficient  cause  for  the  Govern-  ®le8  °*  I*em  [contract  item  number]  arc 
ment  to  terminate  this  contract  immediately  designated  as  First  Articles  and  shall  be 
in  accordance  with  the  clause  hereof  entitled  delivered  by  the  Contractor  to  the  Govern- 
“Default”  and  without  waiting  ten  days  for  a11  transportation  charges  prepaid,  on 

the  correction  of  the  condition.  OT  bef,ore  "““"""I — 7  19'7,5<^  aP‘ 

(c)  Bidders  may  obtain  sanitary  inspection  Pr°vaL  ™®  Contractor  will  be  notified,  in 

of  their  facilities  by  applying  in  writing  to  writing,  whether  or  not  the  First  Article* 
the  Contracting  Officer  named  herein  not  less  are  approved.  After  testing  said  articles 
than  10  calendar  days  prior  to  the  opening  ^a11  be  returned  to  the  Contractor,  at  the 
date  of  this  Invitation  for  Bids  Contractor’s  expense,  in  their  then  condition 

(d)  The  results  of  any  sanitary  Inspection  fo\  submission  as  contract  items  after  re- 
by  the  Department  of  the  Air  Force  or  the  P**8  and  modifications,  if  necessary,  hays 

Department  of  the  Army  shall  not  be  used  peen  made  **  ' C°ntracAtoJ- ,  Pej?dinS  wr,it' 

for  private  sales  promotion  or  advertising  ten  approval  of  the  Krst  Articles  the  remain, 
purposes.  mg  items  of  the  contract  shall  not  be  fabri¬ 

cated  or  produced  but  the  Contractor  maj 

Note.  Paragraphs  (a)  and  (c)  above  are  acquire  necessary  materials  for  fabrication, 
required  only  in  advertised  procurepient.  In  (b)  First  Articles  shall  be  delivered  to  [se; 
procurement  placed  by  negotiation,  this  forth  consignee  and  address  to  which  firs 
clause  will  consist  of  only  paragraphs  (b)  articles  are  to  be  shipped], 
and  (d),  which  will  be  suitably  redesignated.  The  following  marking  shall  be  placed  or 
and  the  content  of  paragraphs  (a)  and  (c)  the  container  of  the  First  Article,  below  anc 
called  to  the  contractor’s  attention  in  the  to  the  left  of  the  address: 
course  of  negotiation.  First  Articles: 

§  1007.4018  Vehicles  or  conveyances.  Item _ 

Insert  the  following  clause  in  all  con-  Attfi:  [set  forth  by  name  or  symbol,  am 
tracts  for  the  procurement  of  bakery  or  address,  the  laboratory  or  other  place  whert 
dairy  products  (see  Subparts  FF  and  HH  the  first  articles  are  to  be  tested]. 

Of  this  part,  respectively)  :  (c)  At  least  thirty  (30)  days  prior  to  ship 

ping  First  Articles,  the  Contractor  shall  sent 
Vehicles  or  Conveyances  written  notice  of  the  time  and  method  o 

Vehicles  or  conveyances  used  in  the  trans-  shipment  to  the  Contracting  Officer  and  b 
portation  of  items  called  for  in  this  contract  the  laboratory  or  other  place  designated  ii 
shall  consist  of  clean,  closed  vehicles  con-  (b)  above  where  the  First  Articles  are  to  b 
forming  to  high  standards  of  commercial  tested 

transportation,  -quipped  to  protect  against  (d)  the  contractor  lails  to  deliver  th 

First  Articles  within  the  time  set  forth  hereit 
cles  or  conveyances  shall  be  subject  to  ex-  .......  ,  ,,  , 

amination  at  all  times  by  the  Contracting  or  lf  th*  tests  reveal  discrepancies  in  th 
Officer  or  his  authorized  representative.  First  Articles  from  the  specification  require 

ments,  the  Government  may  at  its  option: 

§  1007.4019  Federal  Food,  Drug,  and  (i)  Notify  the  contractor  in  writing  of  th 
Cosmetic  Act.  Insert  the  following  discrepancies  in  which  event  the  contracto 
clause  in  all  contracts  for  the  procure-  shall  correct  such  discrepancies  at  no  cos 
ment  of  bakery  or  dairy  products  (see  to  the  Government.  If  changes  in  specifi 
Subparts  FF  and  HH  Of  this  part,  respec-  cation  are  directed  by  the  Government,  the 
tively) _  •  Will  be  processed  in  accordance  with  th 
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(d)  Where  it  is  desired  to  permit  the 
contractor  to  deliver  items  pending  ap¬ 
proval  of  the  production  samples,  para- 
!paph  (d)  of  the  clause  set  forth  in  para¬ 
graph  (a)  of  this  section  will  be  deleted, 
and  the  last  sentence  of  paragraph  (a) 
of  said  clause  will  be  deleted  and  the  f  ol- 
joWing  substituted  • 

pending  the  approval  by  the  Government 
of  said  samples,  the  Contractor  may  fabrl- 
oate  and  deliver  the  remaining  articles  un¬ 
der  this  contract:  Provided,  however,  That 
jn  the  event  the  production  samples  reveal 
discrepancies  from  specification  require¬ 
ments,  the  Contractor  shall  make  the  neces- 
ury  changes,  in  all  the  fabricated  articles 
delivered  after  receipt  of  notice  of  dis¬ 
crepancy,  to  correct  such  discrepancies  at  no 
cort  to  the  Government. 

{ 1007.4022  Flight  risk.  Any  con¬ 
tract  under  which  the  contractor  is  re¬ 
quired  to  have  aircraft  operated,  may 
include  the  applicable  clause  set  forth  in 
this  section  whereby  the  Government  as¬ 
sumes  the  risk  of  loss  of  aircraft  during 
operation  if  the  contract  price,  or  the 
estimated  cost,  does  not  include  an 
amount  for  flight-risk  insurance  pre¬ 
miums: 

(a)  For  fixed-price  contracts: 

Flight  Risk 

(a)  As  used  in  this  clause  the  term  “op¬ 
eration”  includes  tests  of  aircraft,  tests  of 
equipment  and  accessories  installed  therein, 
»nd  the  operation  of  any  power  plant  in- 
itaUed  therein,  whether  or  not  the  aircraft 
1*  in  motion  during  the  making  of  any  such 
test  or  the  operation  of  any  such  powerplant. 

(b)  Each  and  every  operation  of  any  air¬ 
craft  (1)  to  be  furnished  to  the  Government 
under  this  contract,  or  (2)  furnished  to  the 
Contractor  by  the  Government  for  the  per¬ 
formance  of  this  contract,  whether  con¬ 
ducted  by  the  Contractor,  by  the  Govern¬ 
ment  or  by  any  person  authorized  by  the 
Government,  shall  be  conducted  at  the  risk 
of  the  Government  insofar  as  loss  or  de¬ 
struction  of  or  damage  to  such  aircraft  (in¬ 
cluding  equipment  and  accessories  installed 
therein)  is  concerned,  notwithstanding  the 
provisions  of  the  clause  hereof  entitled  “Gov- 
vemment-Furnished  Property”  and  any 
provisions  of  applicable  Air  Force  specifica¬ 
tions  relating  to  Contractor’s  liability  in  con¬ 
nection  with  such  operation:  Provided,  That 
if  personnel  conducting  such  operation  are 
not  either  furnished  by  the  Government  or 
approved  in  writing  by  the  Air  Materiel  Area 
Commander  having  administrative  respon- 
sibUity  for  this  contract,  or  his  representa¬ 
tive  to  whom  such  authority  has  been  dele¬ 
gated,  such  operation  shall  be  conducted  at 
the  risk  of  the  Contractor  and  the  Contractor 
lhall  be  liable  for  loss  and  destruction  of 
and  damage  to  Government  property  occur¬ 
ring  in  the  course  of  such  operation;  and 
further  provided  that  the  Contractor  shall 
bear  the  risk  of  and,  with  respect  to  Govern  ¬ 
ment-furnished  property,  shall  be  liable  for 
loss  and  destruction  of,  and  damage  to,  such 
aircraft,  equipment  and  accessories  occur¬ 
ring  in  the  course  of  such  operation  and  re- 
aulting  from  willful  misconduct  or  failure 
to  exercise  good  faith  on  the  part  of  Con¬ 
tractor’s  managerial  personnel  as  defined  in 
the  clause  hereof  entitled  “Government- 
Furnished  Property.” 

(c)  If  prior  to  final  acceptance  by  the 
Government  any  aircraft  defined  under 
paragraph  (b)  (1)  above,  are  lost,  destroyed 
or  damaged  during  such  operation  thereof 
and  if  the  risk  of  such  loss,  damage  or  de- 
•truction  is  borne  by  the  Government  under 
paragraph  (b)  hereof,  the  Government  shall 
have  the  right  to  terminate  this  contract 
With  respect  to  such  aircraft,  or  in  case  such 


aircraft  Is  damaged,  the  Government  may 
elect  to  require  that  such  aircraft  be  restored 
by  the  Contractor  to  the  condition  in  which 
it  was  immediately  prior  to  such  damage.  If 
the  Government  terminates  this  contract 
with  respect  to  such  aircraft,  the  Contractor 
shall  deliver  to  the  Government  at  the  place 
at  or  from  which  such  operation  is  conducted 
all  or  such  parts  of  such  aircraft  as  the  Con¬ 
tracting  Officer  may  designate,  and  the  Con¬ 
tractor  shall  be  paid  the  contract  price  for 
said  aircraft  less  such  amount  as  shall  be 
determined  by  the  Contracting  Officer  as  the 
reasonable  value  of  any  portion  of  said  air¬ 
craft  not  completed  at  the  time  of  such  ter¬ 
mination.  If  the  Government  requires  the 
aircraft  to  be  restored  as  aforesaid,  an 
equitable  adjustment  shall  be  made  in  the 
amount  due  under  this  contract  and  in  the 
time  required  for  its  performance  and  this 
contract  shall  be  modified  in  writing 
accordingly. 

(d)  Any  disputes  that  may  arise  under 
the  provisions  of  this  Clause  shall  be  deter¬ 
mined  as  provided  in  the  clause  hereof 
entitled  “Disputes.” 

(b)  For  cost-reimbursement-type  con¬ 
tracts: 

Flight  Risk 

(a)  As  used  in  this  clause  the  term 
“Operation”  includes  tests  of  aircraft,  tests 
of  equipment  and  accessories  installed  there¬ 
in,  and  the  operation  of  any  power  plant 
installed  therein,  whether  or  not  the  aircraft 
is  in  motion  during  the  making  of  any  such 
test  or  operation  of  any  such  power  plant. 

(b)  Notwithstanding  the  provisions  of 
paragraph  (f)  of  the  clause  of  tl)is  contract 
captioned  “Government  Property,”  the  Con¬ 
tractor  shall  be  liable  for  loss  and  destruc¬ 
tion  of  and  damage  to  aircraft  (including 
equipment  and  accessories  installed  therein)-, 
to  which  the  Government  has  title  pursuant 
to  the  provisions  of  this  contract  or  other¬ 
wise,  occurring  in  the  course  of  operations 
of  such  aircraft  conducted  by  the  Contrac¬ 
tor  in  the  performance  of  this  contract  un¬ 
less  personnel  conducting  such  operations 
are  furnished  by  the  Government  or  are 
approved  in  writing  by  the  Air  Materiel 
Area  Commander  having  administrative  re¬ 
sponsibility  for  this  contract,  or  his  repre¬ 
sentative  to  whom  such  authority  has  been 
delegated.  The  provisions  of  this  clause 
shall  supersede  any  provisions  of  applicable 
Air  Force  specifications  insofar  as  such  speci¬ 
fications  relate  to  Contractor’s  liability  in 
connection  with  such  operations. 

(c)  If  prior  to  final  acceptance  by  the 
Government,  any  aircraft,  as  referred  to  in 
paragraph  (b),  are  lost,  destroyed,  or  dam¬ 
aged  during  such  operation,  and  if  the  risk 
of  such  loss,  damage,  or  destruction  is  borne 
by  the  Government  under  paragraph  (f)  of 
the  clause  hereof  entitled  “Government 
Property,"  the  Government  may  terminate 
this  contract  with  respect  to  such  aircraft, 
or  in  case  such  aircraft  is  damaged,  the 
Government  may  require  the  Contractor  to 
restore  such  aircraft  to  the  condition  in 
which  it  was  immediately  prior  to  such 
damage.  If  the  Government  terminates  this 
contract  with  respect  tb  such  aircraft,  the 
Contractor  shall  deliver  to  the  Government 
at  the  place  at  or  from  which  such  operation 
is  conducted  all  or  such  parts  of  such  air¬ 
craft  as  the  Contracting  Officer  may  desig¬ 
nate.  If  the  Government  requires  the 
aircraft  to  be  restored  as  aforesaid,  an  equi¬ 
table  adjustment  shall  be  made  in  the  esti¬ 
mated  cost  and  fixed-fee,  if  any,  and  in  the 
time  required  for  its  performance,  and  this 
contract  shall  be  modified  in  writing  ac¬ 
cordingly. 

(d)  Any  dispute  that  may  arise  under  the 
provisions  of  this  clause  shall  be  determined 
as  provided  in  the  clause  hereof  entitled 
“Disputes.” 


§  1007.4023  Inspection  and  audit . 
The  following  clause  will  not  be  inserted 
in  formal  advertised  contracts  but  will 
be  inserted  in  all  negotiated  fixed-price- 
type  contracts  which  provide  for: 
Progress  or  advance  payments,  reim¬ 
bursement  of  specific  costs  such  as  ma¬ 
terials,  or  price  redetermination  or 
incentive  price  revision;  and  in  all  other 
negotiated  fixed-price-type  contracts  in 
which  the  Air  Force  desires  the  light  to 
inspect  the  books,  records,  and  plants  of 
the  contractor  or  its  subcontractors: 

Inspection  and  Audit 

(a)  The  Contractor  agrees  that  Its  books 
and  records  and  Its  plants,  or  such  part 
thereof  as  may  be  engaged  in  the  perform¬ 
ance  of  this  contract  shall  at  all  reasonable 
times  be  subject  to  Inspection  and  audit  by 
any  authorized  representative  of  the  depart¬ 
ment. 

(b)  The  Contractor  shall  cause  a  like  pro¬ 
vision  to  be  Included  in  all  subcontracts 
hereunder. 

§  f007.4024  Superseding  specifica¬ 
tions.  Any  contract  which  requires  the 
contractor  to  comply  with  a  Govern¬ 
ment  specification  will  contain  tjie  fol¬ 
lowing  clause: 

Superseding  Specifications 

All  references  in  any  Government  speci¬ 
fication  incorporated  herein  to  other  Gov¬ 
ernment  specifications  shall  be  deemed  to 
include  all  specifications  supplementary  to 
or  superseding  the  specifications  so  referred 
to,  to  the  extent  that  such  supplementary 
r  superseding  specifications  are  in  effect  at 
the  date  of  Contractor’s  latest  quotation,  if 
the  Contractor  was  furnished  or  otherwise 
notified  of  the  existence  of  such  supple¬ 
mentary  or  superseding  specification  at  the 
time  of  said  quotation. 

§  1007.4025  Changes.  Any  contract 
for  supplies,  services,  or  research  and  de¬ 
velopment  for  which  another  changes 
clause  is  not  mandatory,  may  contain  the 
following  clause: 

Changes 

The  Contracting  Officer  may,  at  any  time, 
by  a  written  order,  and  without  notice  to  the 
sureties,  if  any,  make  changes  in  or  additions 
to  drawings  and  specifications,  issue  addi¬ 
tional  instructions,  require  modified  or  ad¬ 
ditional  work  or  services  within  the  general 
scope  of  the  contract,  change  the  place  of 
delivery  or  method  of  shipment,  or  the 
amount  of  Government  furnished  property. 
If  any  such  change  causes  an  increase  or 
decrease  in  the  cost  of,  or  in  the  time  re¬ 
quired  for,  performance  of  this  contract,  an 
equitable  adjustment  shall  be  made  in  the 
contract  price,  or  time  of  performance,  or 
both,  and  the  contract  shall  be  modified  in 
writing  accordingly.  Any  claim  by  the  Con¬ 
tractor  for  adjustment  under  this  clause 
must  be  asserted  within  sixty  (60)  days  from 
the  date  or  receipt  by  the  Contractor  of  the 
notification  of  change:  Provided,  however , 
That  the  Contracting  Officer,  if  he  decides 
that  the  facts  Justify  such  action,  may  re¬ 
ceive  and  act  upon  any  such  claim  asserted 
at  any  time  prior  to  final  payment  under 
this  contract.  Failure  to  agree  to  any  ad¬ 
justment  6hall  be  a  dispute  concerning  a 
question  of  fact  within  the  meaning  of  the 
clause  of  this  contract  entitled  “Disputes.” 
However,  nothing  in  this  clause  shall  excuse 
the  Contractor  from  proceeding  with  the 
contract  as  changed. 

§  1007.4026  Option  for  increased 
quantity.  Any  fixed-price-type  supply 
or  service  contract,  in  which  it  is  desired 
the  Government  have  an  option  to  in- 
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crease  the  quantity  called  for,  may  in¬ 
clude  the  following  clause: 

Option  for  Increased  Quantity 

The  Contractor  grants  to  the  Government 
the  right  to  increase  the  quantity  or  quanti¬ 
ties  of  the  supplies  and  services  called  for 

herein,  not  exceeding _ percent  by  item, 

and  at  not  more  than  the  unit  price  or 
prices  specified  herein.  Said  increase  may 
be  applied  to  any  or  all  items  at  the  option 
of  the  Contracting  Officer.  The  Government 
shall  exercise  this  option  not  later  than 

_ days  before  the  last  scheduled  delivery 

under  this  contract  and  exercise  of  this  op¬ 
tion  shall  be  evidenced  by  a  Change  Order  to 
the  contract  or  by  a  Supplemental  Agree¬ 
ment  if  reduced  prices  are  involved.  The 
Contractor  further  agrees  that  delivery  of 
the  items  added  by  exercise  of  this  option 
shall  continue  immediately  after  delivery  of 
like  items  called  for  hereunder  at  the  same 
rate  as  that  called  for  under  this  contract  un¬ 
less  otherwise  agreed  by  the_parties. 

§  1007.4027  Increase  or  decrease.  Un¬ 
less  the  Estimated  Requirements  clause 
set  forth  in  §  1007.4028  is  used,  insert 
the  following  clause  in  all  contracts  for 
the  procurement  of  bakery  or  dairy 
products  or  packing  or  crating  services 
(see  Subparts  FF,  HH,  and  n  of  this  part, 
respectively) . 

Increase  or  Decrease 

Inasmuch  as  the  quantity  specified  in  this 
contract  is  based  upon  present  personnel 
strength  of  the  Government  establishment 
designated  herein,  the  Government  reserves 
the  right  to  increase  or  decrease  such  quan¬ 
tity,  but  not  to  exceed  50  per  centum  thereof, 
at  no  change  in  unit  price,  hereunder  at  any 
time  prior  to'  or  during  the  contract  period 
herein  specified. 

§  1007.4028  Estimated  requirements. 
The  following  clause  will  be  inserted  in 
all  contracts  for  the  procurement  of 
laundry  or  dry  cleaning  services  (see 
Subpart  GG  of  this  part).  The  clause 
will  also  be  used  in  requirement  con¬ 
tracts  for  the  procurement  of  bakery  or 
dairy  products  or  packing  and  crating 
services  (see  Subparts  FF,  HH,  and  H  of 
this  part) ,  or  other  frequently  procured 
standard  commercial  supplies  or  services 
where  requirements  are  indefinite  in 
quantity  and  frequency. 

Estimated  Requirements 

The  amount  of  supplies  and  services  which 
will  be  required  during  the  period  covered  by 
this  contract  will  depend  upon  the  needs  of 
the  Government  establishment  issuing  this 
contract.  Quantities  of  supplies  and  services 
specified  herein  are  based  on  the  best  in¬ 
formation  avaUable  as  to  those  requirements, 
but  are  not  definitely  purchased  hereby. 
Notwithstanding  the  foregoing,  the  Con¬ 
tractor  agrees  to  furnish  at  the  prices  herein 
specified  all  supplies  and  services  of  the  kind 
herein  described  which  the  Contracting  Offi¬ 
cer  may  caU  for  during  the  above-mentioned 
period  and  the  Government  will  call  on  the 
Contractor  for  all  such  supplies  and  services 
which  the  Government  establishment  issuing 
this  contract  may  require  during  such  period. 
After  th*  expiration  of  the  contract  period, 
no  further  supplies  or  services  will  be  called 
for  or  furnished. 

Note  :  If  desired,  a  paragraph  may  be  added 
to  the  above  clause  limiting,  in  terms  of  per¬ 
centage,  the  quantity  which  may  be  called 
for  in  any  day,  week,  or  other  period,  and/or 
limiting  the  frequency  of  calls. 

§  1007.4029  Guaranty  clause  for 
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clause,  which  limits  the  contractor’s  lia¬ 
bility  under  the  “latent  defects”  provi¬ 
sion  of  the  Inspection  clause  to  6  months 
but  increases  the  contractor’s  liability  to 
include  patent  defects  for  6  months,  is 
authorized  for  use  in  any  fixed-price  sup¬ 
ply  contract,  provided  the  contracting 
officer  determines:  that  the  provision  is 
in  the  best  interest  of  the  Government 
and  that  the  price  being  paid  for  the  sup¬ 
plies  will  be  no  greater  than  without  the 
clause.  The  stated  period  of  6  months 
may  be  increased  if  considered  desirable 
by  the  contracting  officer: 

Guaranty 

(a)  The  Contractor  guarantees  that  at  the 
time  of  delivery  thereof  the  articles  provided 
for  under  this  contract  will  be  free  from  any 
defects  in  material  or  workmanship  and  will 
conform  to  the  requirements  of  this  contract. 

(b)  Notwithstanding  any  other  provision 
of  this  contract,  final  acceptance  of  the  sup¬ 
plies  (as  defined  in  the  clause  of  this  contract 
entitled  “Inspection”)  shall  be  conclusive 
except  as  regards  (1)  fraud,  (ii)  such  gross 
mistakes  as  amount  to  fraud,  (iii)  any  de¬ 
fects  or  failure  to  conform  with  contract  re¬ 
quirements  (whether  latent  or  patent)  as 
to  which  the  Government  shall  notify  the 
Contractor  within  six  (6)  months  after  the 
date  of  final  acceptance.  The  Contractor 
shall  promptly  remedy  (either  at  its  plant  or 
at  such  other  place  as  may  be  agreed  upon 
between  the  Oonractor  and  the  Contracting 
Officer)  any  such  defects  or  failures  by  cor¬ 
rection  ox  replacement  at  no  Increase  in  the 
contract  price:  Provided,  That  appUcable 
tooling  and  drawings,  if  otherwise  unavaU- 
able  to  the  Contractor  are  made  available  by 
order  of  the  Government:  And  provided  fur¬ 
ther,  That  the  cost  of  any  transportation  in 
connection  with  the  return  of  supplies  for  the 
purpose  of  such  correction  or  replacement 
shall  be  borne  by  the  Government.  Pro¬ 
visions  of  this  clause  shall  be  applicable  with 
respect  to  any  suppUes  which  the  Contractor 
corrects  or  replaces  pursuant  to  it. 

(c)  If  the  Government  does  not  require 
correction  or  replacement  of  a  defective  or 
nonconforming  article,  as  provided  for  above, 
the  Contractor,  if  required  by  the  Contract¬ 
ing  Officer  within  a  reasonable  time  after  the 
notice  of  defect  or  nonconformance,  shall 
repay  such  portion  of  the  contract  price  of 
the  article  as  i6  equitable  under  the  circum¬ 
stances. 

§  1007.4030  Subcontracts.  All  fixed- 
price  contracts,  for  which  another  sub¬ 
contract  clause  is  not  mandatory,  will 
contain  the  applicable  clause  set  forth 
in  this  section.  See  the  Subcontracts 
clause  set  forth  in  §  1007.4042  for  use  in 
all  fixed-price  contracts  which  provide 
for  price  redetermination,  including 
incentive  price  revision. 

(a)  For  supply  contracts  which  do  not 
contain  a  price  redetermination  clause: 

Subcontracts 

No  contract  shall  be  made  by  the  contrac¬ 
tor  with  any  other  party  for  furnishing  any 
of  the  completed  or  substantially  completed 
articles,  spare  parts,  or  work,  herein  con¬ 
tracted  for,  without  the  written  approval  of 
the  Contracting  Officer  as  to  sources. 

(b)  For  contracts  for  work  or  services, 
which  do  not  contain  a  price  redeter¬ 
mination  clause: 

Subcontracts  for  Work  or  Services 

No  contract  shall  be  made  by  the  contractor 
with  any  other  party  for  furnishing  any  of 
the  work  or  services  herein  contracted  for 


Ing  Officer,  but  this  provision  will  not  1m 
taken  as  requiring  the  approval  of  contact! 
of  employment  between  the  Contractor  sm 
personnel  assigned  for  services  thereunder 

5  1007.4031  Overtime  and  premium 
wage  compensation.  Except  where 
contract  provides  that  no  premium  wage 
compensation  will  be  recognized  as  a  cost 
all  cost-reimbursement  contracts,  and 
all  fixed -price  contracts  which  contain 
a  price  redetermination  provision,  wffl 
contain  the  more  applicable  of  the  fol¬ 
lowing  clauses  (see  §  1012.102  of  this 
chapter) : 

(a)  Fixed-price  contracts  which  con. 
tain  a  price  redetermination  provision. 
Overtime  and  Premium  Wage  Compensation 

Except  as  otherwise  provided  In  this  con. 
tract  the  cost  of  premium  wage  compenga. 
tion,  including  overtime  work,  wUl  be  recot. 
nized  in  any  price  adjustment  under  th» 
terms  of  this  contract  only  to  the  extent 
approved  in  writing  by  the  Contrary,, 
Officer.  ^5  ] 

(b)  Cost-reimbursement  contracts. 

Overtime  and  Premium  Wage  Compensator 

Except  as  otherwise  provided  in  this  con. 
tract  the  cost  of  premium  wage  compena. 
tion,  including  overtime  work,  will  be  al. 
lowed  as  an  item  of  cost  hereunder  only  to 
the  extent  approved  in  writing  by  the  Con¬ 
tracting  Officer. 

§  1007.4032  Reproduction  rights.  The 
following  may  be  used  in  contracts  which 
call  for  the  delivery  of  supplies  except 
where  a  Patent  Rights  clause,  according  ' 
to  §  9.107  of  this  title,  is  used: 

Reproduction  Rights 

It  Is  understood  and  agreed  that  the  Con. 
tractor  does  not  convey  to  the  Government 
any  reproduction  rights  in  or  to  the  supplies 
called  for  herein  by  virtue  of  the  terms  8!  1 
this  contract,  except  as  may  be  herein  other* 
wise  provided. 

§  1007.4033  Contractual  contents. 
Any  contract  may  contain  the  following 
clause  when  it  is  desirable  to  enumerate 
the  components  of  the  contract,  e.  g„  j 
the  clauses,  or  the  various  specification* 
parts,  or  general  or  special  provisions: 
Contractual  Contents 

This  contract  consists  of  [here  enumerate  ‘ 
the  contents  of  the  contract,  e.  g.,  Schedule, 
General  Provisions,  Special  Provisions,  Spec * 
ifications  or  the  Contract  Clauses  or  the 
Number  of  Pages  comprising  the  Contract }.  , 

§  1007.4034  Discounts.  Any  contract, 
under  which  a  discount  for  prompt  pay¬ 
ment  may  be  available,  may  contain  the  : 
following  clause: 

Discounts 

In  connection  with  any  discount  o&ertd, 
as  may  be  set  forth  in  the  Schedule,  tine 
will  be  computed  from  date  of  the  dellvai 
of  the  supplies  to  carrier  when  delivery  aad 
acceptance  are  at  point  of  origin,  or  Iren 
date  of  deUvery  at  destination  or  port  at 
embarkation  when  delivery  and  acceptance  ■ 
are  at  those  points,  or  from  date  correct 
invoice  or  voucher  (properly  certified  by  the 
Contractor)  is  received  in  the  office  specified 
by  the  Government  if  the  latter  date  is  later 
than  the  date  of  delivery. 

§  1007.4035  Prior  instrument  super¬ 
seded.  Any  definitive  contract  whidi 
replaces  or  supersedes  a  notice  of  award 
or  letter  contract  will  contain  the  follow- 


fixed-price  contracts.  The  following  without  the  written  approval  of  the  Contract-  ing  clause: 
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Saturday,  March  1 ,  1958 

Prior  Instrument  Superseded 

Tbifi  Is  the  definitive  contract  contem- 
lated  by  (Letter  Contract)  (Notice  of 

Award)  dated _ and  designated 

Contract  No.  _ _  and  supersedes  said 

/Letter  Contract)  (Notice  of  Award).  Any 
Lgts  incurred  or  payments  made  there  - 
under  will  be  considered  to  have  been  made 
under  this  definitive  contract. 

}  1007.4036  Delay  in  delivery  of  data. 

^ jy  contract  which  calls  for  the  delivery 
of  an  end  item  and  also  for  technical 
data,  such  as  handbooks,  service  man- 
oils,  or  other  information  necessary,  for 
the  proper  maintenance  or  servicing  of 
the  end  item,  will  include  the  following 
clause: 

Delay  in  Delivery  of  Data 

(a)  It  is  understood  that  the  efficient  use 
by  the  Government  of  the  supplies  called 
for  hereunder  requires  that  the  data  called 
for  hereunder  be  delivered  not  later  than 
the  time  or  respective  times  herein  specified. 

If  such  data  is  not  delivered  at  said  time  or 
dmes,  the  Government  may  at  its  election, 
so  long  as  such  data  remains  undelivered, 
unless  the  delay  in  delivery  thereof  arises 
out  of  causes  beyond  the  control  and  without 
the  fault  or  negligence  of  the  Contractor 
tlthln  the  meaning  of  the  clause  hereof 
entitled  “Default,”  withhold  payment  to  the 
Contractor  for  any  of  the  amounts  then  due, 
refuse  approval  of  the  Contractor’s  vouchers 
ind  refuse  to  accept  further  deliveries  here- 
,  under  from  the  Contractor  or  take  any  other 
iction  authorized  by  law  or  regulation  now 
m  hereafter  in  effect  including  termination 
of  the  contract  for  default  to  the  extent  and 
In  the  manner  authorized  by  said  clause,  and 
may  take  any  or  all  of  the  foregoing  actions 
i  separately  or  in  combination. 

|  (b)  The  provisions  of  this  clause  shall 

only  be  applicable  to  technical  data,  such  as 
;  handbooks,  service  manuals,  or  other  in¬ 
formation  necessary  for  the  proper  mainte¬ 
nance  or  servicing  of  the  end  items  called 
lor  herein. 

§  1007.4037  Inspection.  Any  contract 
for  supplies  or  services,  for  which  another 
inspection  clause  is  not  mandatory,  may 
contain  the  following  clause : 

Inspection 

All  services,  material  and  workmanship 
«hall  be  subject  to  inspection  and  test  by 
representatives  of  the  Government.  For  this 
purpose,  the  Contractor  shall  allow  at  all 
reasonable  times  inspectors  and  other  Gov- 
emment  personnel  free  access  to  the  plant' 
and  operations  and  shall  furnish  such  fa¬ 
tuities,  supplies  and  services  as  may  be  re¬ 
tired  for  this  work. 

5 1007.4038  Price  warranty.  Any 
fixed-price  contract  may  contain  the 
following  clause  (see  §  1003.701-9  of  this 
chapter) .  This  clause  is  suitable  for  use 
in  contracts  for  commercial  items,  or 
there  a  cost  breakdown  of  a  contractor’s 
costs  is  not  available.  For  contracts 
containing  escalation  provisions,  see 
1 1003.403-2  of  this  chapter. 

Price  Warranty 

The  Contractor  warrants  that  the  prices 
of  the  items  set  forth  herein  do  not  exceed 
those  charged  by  the  Contractor  to  any  other 
customer  purchasing  the  same  items  in  like 
«  smaller  quantities.  \ 

5  1007.4039  Open  call  contract  clause. 
If  it  is  desired  to  incorporate  the  call 
feature  (see  §  1003.405-5  of  this  chapter) 
into  a  fixed-price  supply  contract,  a  non 
Personal  services  contract,  or  a  time  and 
materials  contract,  the  following  clause 
I  No.  43—58 - 21 
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will  be  added  to  those  clauses  required  or 
authorized  by  the  aforementioned  parts 
of  this  section: 

Calls 

(a)  Upon  receipt  by  it  of  Calls  therefor 
issued  hereunder  by  the  Contracting  Officer, 
the  Contractor,  pursuant  to  such  Calls,  shall 
furnish  to  the  Government  supplies  or  serv¬ 
ices  of  the  type  and  at  the  prices  set  forth 
in  the  Schedule.  Calls  may  be  issued  at 
the  sole  option  of  the  Contracting  Officer 
during  the  period  set  forth  in  the  Schedule. 

It  is  understood  and  agreed  that  the  Govern¬ 
ment  undertakes  no  obligation  hereby  to 
issue  Calls  hereunder.  The  provisions  of 
this  contract,  including  the  Schedule,  shall 
govern  all  Calls  Issued  hereunder  during  the 
aforementioned  period. 

(b)  Calls  issued  pursuant  to  this  contract 
shall  bear  the  number  of  this  contract  and 
shall  be  in  writing,  serially  numbered,  dated 
and  signed  by  the  Contracting  Officer.  They 
shall  set  forth  the  supplies  or  services  and 
the  quantities  thereof  to  be  furnished,  to¬ 
gether  with  the  delivery  dates,  place  of 
delivery  and  any  packing  and  shipping 
instructions  therefor,  and  shall  contain  a 
citation  of  the  funds  from  which  payment 
for  the  supplies  or  services  called  for  shall 
be  made.  The  'Contracting  Officer  shall  be 
entitled  to  issue  amendments  to  Calls  in  the 
same  manner  as  original  Calls. 

Note:  If  desired,  provisions  may.be  made 
in  the  schedule  for  maximum  or  minimum 
quantities  to  be  ordered  by  individual  calls, 
and  also  for  the  frequency  of  calls,  in  the 
event  any  are  made.  Provision  may  also  be 
made  as  to  the  time  within  which  the  con¬ 
tractor  shall  perform  following  receipt  of 
any  call. 

§  1007.4041  Descriptive  identification 
data  to  be  furnished  by  Government  sup - 
pliers.  Supply  contracts  issued  by  Hq 
AMC  or  AMC  field  procurement  activ¬ 
ities  as  a  result  of  PR’s  or  MIPR’s  which 
contain  a  requirement  for  descriptive 
identification  data  according  to  speci¬ 
fication  MIL-D-26715  (TJSAF)  wilhcpn- 
tain  the  clause  set  forth  below.  (Where 
there  is  no  requirement  for  descriptive 
indentification  data  of  end  item,  such  as 
kits,  but  such  data  is  required  for  spare 
parts  therefor,  paragraph  (a)  will  be 
omitted  and  the  designation  of  (b)  will 
be  deleted  from  the  second  paragraph.) 

Descriptive  Identification  Data  To  Be 

Furnished  by  Government  Suppliers 

(a)  On  item  no.(s.) _ _  the  contractor 

shall  furnish  descriptive  identification  data 
in  accordance  with  -MIL-D-26715  (USAF). 
This  service  is  included  as  an  item  in  the 
contract  schedule.  Such  data  shall  be  de¬ 
livered  to  the  Government  in  accordance 
with  the  time  cycle  contained  in  the  specifi¬ 
cation.  No  deliveries  shaU  be  made  on  these 
items  until  the  contract  has  been  amended 
to  include  the  appropriate  stock  numbers. 
Any  delay  on  the  part  of  the  Government 
to  adhere  to  the  time  cycle  set  forth  in  the 
specification  shall  be  considered  an  excus¬ 
able  delay  within  the  meaning  of  the  clause 
of  this  contract  entitled  “Default”  or  “Ex¬ 
cusable  Delays”.  Any  such  excusable  delay 
will  automatically  extend  the  delivery  sched¬ 
ule  by  the  time  of  the  delay. 

(b)  If  this  contract  calls  for  spare  parts, 
the  contractor  shall  furnish  descriptive 
identification  data  therefor  in  accordance 
with  MIL-D-26715.  The  price  for  furnishing 
such  data  shall  be  included  in  the  price  of 
said  spare  parte  and  shall  be  negotiated  at 
the  time  and  in  the  manner  provided  in 
this  contract  for  the  price  of  spare  parte. 

§  1007.4042  Subcontracts.  The  fol¬ 
lowing  clause  will  be  inserted  in  all  fixed- 


price  contracts  which  provide  for  price 
redetermination,  including  incentive 
price  revision.  See  the  Subcontracts 
clauses  set  forth  in  §  1007.4030  for  use 
in  all  fixed-price  supply  contracts  and 
contracts  for  work  or  services,  which  do 
not  contain  a  price  redetermination 
clause. 

Subcontracts 

(a)  No  contract  shall  be  made  by  the 
Contractor  with  any  other  party  for  fur¬ 
nishing  any  of  the  completed  or  substantially 
completed  articles,  spare  parts  or  work, 
herein  contracted  for,  without  the  written 
approval  of  the  Contracting  Officer  as  to 
sources. 

(b)  The  Contractor  shall  give  specific  ad¬ 
vance  notification  to  the  Contracting  Officer 
of  any  proposed  subcontract  hereunder 
which  (1)  is  on  a  cost  or  cost-plus-a-fixed- 
fee  basis,  or  (2)  is  on  a  fixed -price  basis 
exceeding  in  dollar  amount  either  $25,000  or 
five  percent  (5%)  of  the  total  amount  of 
this  contract. 

(c)  The  Contractor  shall  net,  without  the 
prior  written  consent  of  the  Contracting 
Officer,  place  any  subcontract  which  (1)  is 
on  a  cost  or jcost-plus-a-flxed-fee  basis,  or 
(2)  is  on  a  %xed-price  basis  exceeding  in 
dollar  amount  either  $25,000  or  five  percent 
(5%)  of  the  total  amount  of  this  contract, 
or  (3)  provides  for  the  fabrication,  purchase, 
rental,  instaUation  or  other  acquisition,  of 
any  item  of  industrial  facilities,  or  of  special 
tooling  having  a  value  in  excess  of  $1,000, 
or  (4)  is  on  a  time-and-materlal  or  labor- 
hour  basis.  The  Contracting  Officer  may, 
in  his  discretion,  ratify  in  writing  any  such 
subcontract;  such  action  shall  constitute  the 
consent  of  the  Contracting  Officer  as  required 
by  this  paragraph  (c). 

(d)  The  Contractor  agrees  that  no  sub¬ 
contract  placed  under  this  contract  shall 
provide  for  payment  on  a  cost-plus-a-per- 
centage-oi-cost  basis. 

(e)  The  Contracting  Officer  may.  in  his 
discretion,  specifically  approve  in  writing 

/any  of  the  provisions  of  a  subcontract. 
However,  such  approval  or  the  consent  of 
the  Contracting  Officer  obtained  as  required 
by  this  clause  shall  not  be  construed  to 
constitute  a  determination  of  the  accept¬ 
ability  of  the  subcontract  price,  unless  such 
approval  specifically  provides  that  it  con¬ 
stitutes  a  determination  of  the  acceptability 
of  the  subcontract  price. 

(f)  The  Contracting  Officer  may  approve 
all  or  any  part  of  the  Contractor’s  purchas¬ 
ing  system  and  from  time  to  time  rescind 
or  reinstate  such  approval.  Such  approval 
shall  be  deemed  to  fulfill  the  requirements 
for  obtaining  the  Contracting  Officer’s  con¬ 
sent  to  subcontracts  as  prescribed  in  para¬ 
graph  (c)  above. 

§  1007.4043  Returnable  containers , 
(a)  In  placing  contracts  calling  for  ship¬ 
ment  in  containers  which  may  be  used 
more  than  once,  it  is  necessary  to  cover 
the  following  matters  contractually: 

( 1 )  The  contract  should  state  whether 
the  price  of  the  containers  is  included, 
either  in  the  unit  price  or  as  a  separate 
item,  whether  the  Government  will  be 
charged  for  containers,  or  whether  the 
contractor,  will  invoice  for  them  later. 
It  is  highly  inadvisable  to  provide  that 
the  contractor  will  invoice  later,  since 
this  is  likely  to  lead  to  considerable  pom- 
plications. 

(2)  The  contract  should  state  whether 
the  containers  are  to  be  returned,  and 
if  so,  within  what  time  limit. 

(3)  If  the  contract  price  includes  the 
price  of  the  containers  (either  in  the 
unit  price  or  as  a  separate  item)  the 
contract  should  state  whether  the  con- 
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unless  promptly  corrected  as  directed  by  the 
Contracting  Officer,  shall  be  ground8  for  ter! 
mination  of  the  contract  in  accordance  *tth  ■ 
the  default  provisions  hereof.  ‘  ‘ 

§  1007.4048  Ammunition  and  explo* 
sive  material  safety.  All  contracts,  in! 
eluding  letter  contracts,  for  (a)  Manu! 
facture,  maintneance,  modification,  or 
overhaul  of  aircraft,  missiles,  rocket 
engines,  and  fire  control  systems,  (b) 
manufacture  of  explosives  or  ammuni- 
tion,  and  (c)  any  other  contract  that 
may  involve  the  storage,  manufacture 
packaging,  transportation,  handling,  or 
use  of-  explosives  or  ammunition,  will 
contain  the  following  clause. 

Ammunition  and  Explosive  Material 
Safety 

The  Contractor  shall  comply  ■with  the  ap. 
plicable  portions  of  Air  Force  Technical 
Orders  11A-1-20,  11W-1-2,  11W-1-3,  42B1. 
1-6  and  AF  Regulation  86-6,  in  effect  on  the 
date  of  this  contract,  in  addition  to  local, 
State  and  Federal  ordinances,  laws  and  codes 
in  the  manufacture,  handling,*  storage, 
packaging,  transportation  or  use  which  may 
affect  the  performance  of  this  contract  o{ 
Government  or  Contractor  owned  ammuni- 
tlon  or  explosive  material.  The  Contractor 
shall  also  comply  with  any  additional  safety 
measures  required  by  the  Contracting  Officer 
with  regard  to  such  ammunition  or  explosive 
material;  provided,  that  if  compliance  with 
such  additional  safety  measures  results  in  a 
material  increase  in  the  cost  or  time  of 
performance  of  the  contract,  an  equitable 
adjustment  will  be  made  in  accordance  with 
the  clause  hereof  entitled  “Changes.” 

§  1007.4049  Warning  labels  for  haz¬ 
ardous  chemicals.  All  contracts  for  the 
procurement  of  hazardous  chemicals  and 
all  contracts  which  require  the  use  of 
such  chemicals  on  an  AP  base  or  other 
premises  under  the  control  of  the  Gov¬ 
ernment  will  contain  the  following 
clause : 

Warning  Labels  for  Hazardous  Chemicals 

Containers  of  hazardous  chemicals  fur¬ 
nished  to  the  Government  or  used  by  tha 
Contractor  in  the  performance  of  this  con¬ 
tract  in  whole  or  in  part  on  premises  under 
the  control  of  the  Government  shall  have 
affixed  to  such  containers  in  conspicuous 
place  applicable  warning  labels  in  substan¬ 
tially  the  same  wording  as  is  set  forth  in 
Manual  L-l  published  by  the  Manufacturing 
Chemists’  Association,  Inc.,  entitled  "Warn¬ 
ing  Labels,”  as  in  effect  on  the  date  of  this 
contract.  Information  concerning  any  warn¬ 
ing  label  will  be  furnished  to  the  Contractor 
by  the  Contracting  Officer  upon  request.  The 
use  of  such  labels  shall  be  in  addition  to 
any  other  requirements  of  Federal,  State  and 
local  laws  or  regulations. 

§  1007.4050  Government  bill  of  lad¬ 
ing.  All  contracts  issued  by  Hq  AMC  or 
AMC  field  procurement  activities  which 
provide  for  delivery  of  supplies  will  con¬ 
tain  the  clause  set  forth  in  this  section. 
Such  contracts  issued  by  other  AP  activ¬ 
ities  may  contain  the  clause  set  forth 
in  this  section  or  may  contain  a  GBL 
clause  adapted  to  the  particular  con¬ 
tract. 

Government  Bill  of  Lading 

(a)  When  it  is  provided  in  this  contract 
that  the  supplies  shall  be  delivered  other 
than  f.  o.  b.  specified  destinations,  ship¬ 
ment  (s)  will  be  made  on  a  Government  Bill 
of  Lading.  The  required  number  of  such 
GBL’s  will  be  furnished  to  the  Contractor 
by  the  cognizant  transportation  activity. 
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Mje  contractor  shall  acknowledge  receipt  of 
jj'gjg  gbL’s  In  the  manner  prescribed.  As 
hipments  are  made,  the  contractor  shall 
repare  and  distribute  the  applicable  GBL’s 
iTgccordance  with  AMC  Form  232,  “Instruc- 
JtL g  for  Completing  Government  Bills  of 
uding.”  The  Contractor  also  agrees  that 
ggl/s  in  excess  of  the  requirements  of  this 
contract  will  be  returned  to  the  cognizant 
transportation  activity  within  a  reasonable 
tune  after  final  shipment. 

(IMPART  PP— CLAUSES  FOR  CONTRACTS  ISSUED 

bt  foreign  procurement  activities 

§1007.4203  Special  required  clauses. 

§  1007.4203—1  Inconsistency  between 
English  version  and  translation  of  con¬ 
tract.  Contracts  issued  by  foreign  pro¬ 
curement  activities  may  be  published  in 
mother  language  as  well  as  in  English. 

In  such  cases,  the  contract  will  contain 
the  following  clause: 

inconsistency  Between  English  Version 
and  Translation  op  Contract 

1 1  the  event  of  inconsistency  between  any 
terms  of  this  contract  and  any  translation 
thereof  into  another  language,  the  English 
language  meaning  shall  control. 

1 1007.4203-2  Labor  relations  and 
ttandards.  The  following  clause  will  be 
inserted  in  all  contracts  issued  by  a  for¬ 
eign  procurement  activity: 

Labor  Relations  and  Standards 

The  provisions  of  this  contract  and  the 
performance  hereunder  shall  be  subject  to 
and  in  accordance  with  the  laws  of  the 

Government  of  _  and  any 

political  subdivision  thereof,  from  time  to 
time  in  effect,  which  govern  the  hours, 
wages,  labor  relations  (including  cellective 
bargaining) ,  workmen’s  compensation,  work¬ 
ing  conditions,  and  other  matters  pertaining 
to  labor. 

§1007.4205  Variations  and  omissions 
of  clauses.  The  words  “United  States” 
will  be  inserted  before  the  word  “Gov¬ 
ernment”  wherever  the  latter  word  ap¬ 
pears  in  any  clause,  except  where  the 
word  “Government”  refers  to  a  different, 
named  government. '  In  the  case  of  any 
Government-to-government  contract, 
the  word  “Contractor”  wherever  it  ap¬ 
pears  in  any  clause  will  be  replaced  by 

the  phrase  “ _ Government” 

with  the  name  of  the  other  contracting 
government  inserted.  The  following  in¬ 
structions  will  control  the  use  of  the 
clauses  listed  below  in  any  contract  is¬ 
sued  by  a  foreign  procurement  activity. 
Bequests  by  foiSign  procurement  activi¬ 
ties  for  deviations  from  the  content  of 
clauses  set  forth  in  Chapter  I  of  this 
title  and  this  chapter,  or  from  require¬ 
ments  for  their  use,  will  be  forwarded 
to  the  Commander,  AMC,  attn :  MCPC, 
according  to  §  1001.109  of  this  chapter. 

4 1007.4205-1  Definitions.  The  clause 
tontained  in  §7.103-1  of  this  title  will 
hot  be  inserted  in  the  contract,  but  the 
following  clause  will  be  used  in  lieu 
thereof: 

Definitions 

.  % 

As  used  throughout  this  contract  the  fol¬ 
lowing  terms  shall  have  the  meanings  set 
forth  below : 

(a)  The  term  “Secretary”  means  the  Sec- 
Wary,  the  Under  Secretary,  or  any  Assistant 
Secretary  of  the  United  States  military  de¬ 
partment  concerned:  and  the  term  "his  duly 
authorized  representative”  means  any  person 


or  persoLs  (other  than  the  Contracting  Offi¬ 
cer)  authorized  to  act  for  the  Secretary. 

(b)  The  term  “Contracting  Officer"  means 
the  person  executing  this  contract  on  behalf 
of  the  United  States  Government,  or  any 
other  officer  or  civilian  employee  who  is  prop¬ 
erly  designated  a  Contracting  Officer;  and 
the  term  includes,  except  as  otherwise  pro¬ 
vided  in  this  contract,  the  authorized  rep¬ 
resentative  of  the  Contracting  Officer  acting 
within  the  limits  of  his  authority. 

'  (c)  The  term  “United  States  Government” 
means  the  United  States  of  America. 

(d)  Except  as  otherwise  provided  in  this 
contract,  the  term  “subcontracts”  means 
any  agreement,  contract,  subcontract  or 
purchase  order  made  by  the  Contractor  with 
any  other  party  in  fulfillment  of  any  part 
of  this  contract,  and  any  agreement,  con¬ 
tract,  subcontract  or  purchase  order  there¬ 
under. 

§  1007.4205-2'  Changes.  Whenever 
the  clause  contained  in  §  7.103-2  of  this 
title  is  to  be  used  it  may  be  varied  by 
inserting  the  following  after  “(iii)  place 
of  delivery”  in  the  first  sentance  thereof : 
“(iv)  place  of  inspection  or  acceptance; 
and  (v)  quantities  of  items  on  any  spare 
parts  list.”  The  period  of  30  days  within 
which  any  claim  for  adjustment  must  be 
asserted  may  be  varied  up  to  60  days  at 
the  option  of  the  contracting  officer. 

§  1007.4205-3  Inspection.  Whenever 
the  clause  contained  in  §  7.103-5  of  this 
title  is  to  be  used,  it  may  be  varied  by 
further  defining  the  contractor’s  respon¬ 
sibility  and  liability  in  connection  with 
“correction  in  place”  where  the  items 
procured  are  destined  for  transshipment 
from  the  country  of  origin. 

§  1007.4205-4  Responsibility  for  sup¬ 
plies.  Whenever  the  clause  contained 
in  §  7.103-6  of  this  title  is  to  be  used,  it 
may  be  varied  by  further  defining  the 
contractor’s  responsibility  and  liability 
where  the  items  procured  are  destined 
for  transshipment  from  the  country  of 
origin. 

§  1007.4205-5  Assignment  of  claims. 
(a)  The  clause  contained  in  §  7.103-8  of 
this  title,  when  used,  will  be  used  with¬ 
out  deviation  except  that  the  last  sen¬ 
tence  of  paragraph  (a)  will  be  omitted 
in  all  cases  and  the  following  inserted  in 
lieu  thereof : 

No  assignment  or  reassignment  made  here¬ 
under  shall  be  valid  or  recognized  unless 
made  to  an  eligible  trade  bank  in  accordance 
with  the  laws  of  the  country  wherein  such 
bank  is  located,  as  well  as  the  laws  of  the 
country  where  payments  are  scheduled  to 
be  made  hereunder.  Further,  such  assign¬ 
ment  or  reassignment  shall  be  made  in  ac¬ 
cordance  with  all  applicable  bilateral  or 
multilateral^  intergovernmental  agreements 
to  which  the  United  States  Government  is  a 
party. 

(b)  At  the  discretion  of  the  contract¬ 
ing  officer,  an  assignment  of  claims 
clause  may  be  entirely  omitted  from  the 
contract.  When  the  clause  is  omitted, 
consideration  should  be  given  to  includ¬ 
ing  a  clause  prohibiting  assignment  pf 
claims. 

§  1007.4205-6  Additional  bond  se¬ 
curity.  The  clause  contained  in  §  7.103-9 
of  this  title  may  be  omitted  from  the 
contract  at  the  discretion  of  the  con¬ 
tracting  officer  if  initial  bond  security  is 
not  required.  ^  • 


.  §  1007.4205-7  Federal,  State,  and 
local  taxes.  The  clause  set  forth  in 
§  11.401  of  this  title  will  not  be  inserted 
in  the  contract,  but  the  clause  set  forth 
in  §  1011.2002  of  this  chapter  will  be  used 
in  lieu  thereof. 

§  1007.4205-8  Disputes.  Contracts 
issued  by  AMFPA  and  foreign  procure¬ 
ment  activities  in  the  Far  East  will  con¬ 
tain  the  clause  set  forth  in  §  7.103-12  of 
this  title.  Contracts  issued  by  all  other 
foreign  procurement  activities  will  con¬ 
tain  the  following  clause  in  lieu  of  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

Disputes 

Except  as  otherwise  provided  In  this  con¬ 
tract,  any  dispute  concerning  a  question  of 
fact  arising  under  this  contract  which  is  not 
disposed  of  by  agreement  shall  be  decided 
by.  the  Contracting  Officer,  who  shall  reduoe 
his  decision  to  writing  and  mall  or  otherwise 
furnish  a  copy  thereof  to  the  Contractor. 
Within  30  days  from  the  date  of  receipt  of 
such  copy,  the  Contractor  may  appeal  by 
mailing  or  otherwise  furnishing  to  the  Con¬ 
tracting  Officer  a  written  appeal  addressed 
to  the  Commander  [name  of  major  oversea 
command  concerned],  and  the  decision  of 
the  said  Commander,  or  his  duly  au¬ 
thorized  representative  (other  than  the  Con¬ 
tracting  Officer  named  in  this  contract)  for 
the  hearing  of  such  appeals  shall,  unless  de¬ 
termined  by  a  court  of  competent  Jurisdic¬ 
tion  to  have  been  fraudulent,  arbitrary, 
capricious,  or  so  grossly  erroneous  as  neces¬ 
sarily  to  imply  bad  faith,  or  not  supported 
by  substantial  evidence  be  final  and  con¬ 
clusive  upon  the  parties  hereto  when  the 
total  ifmount  claimed  by  the  Contractor  is 
$50,000  or  less:  Provided,  That,  if  no  appeal 
is  taken,  within  the  said  30  days,  the  deci¬ 
sion  of  the  Contracting  Officer  shall  be  final 
and  conclusive.  When  the  total  amount 
claimed  by  the  Contractor  is  more  than  $50,- 
000  the  decision  of  the  Commander  [  name  of 
major  command  concerned],  or  his  duly  au¬ 
thorized  representative  shaU  be  subject  to 
further  written  appeal  within  30  days  after 
receipt  thereof  by  the  Contractor  to  the 
Secretary  of  the  Air  Force  and  the  decision 
of  the  Secretary  of  the  Air  Force  or  his  duly 
authorized  representative  for  the  hearing  of 
such  appeals  shall,  unless  determined  by  a 
court  of  competent  jurisdiction  to  have  been 
fraudulent,  arbitrary,  capricious,  or  so  grossly 
erroneous  as  necessarily  to  imply  bad  faith,  or 
not  supported  by  substantial  evidence  be 
final  and  conclusive;  provided  that,  if  no 
further  appeal  is  taken,  within  the  said  30 
days,  the  decision  of  the  Commander  [name 
of  major  oversea  command  concerned]  or 
his  duly  authorized  representative  shall  be 
fifial  and  conclusive.  In  connection  with  any 
appeal  proceeding  under  this  clause,  the  Con¬ 
tractor  shall  be  afforded  an  opportunity  to  be 
heard  and  to  offer  evidence  in  support  of  its 
appeal.  Pending  final  decision  of  a  dispute 
hereunder,  the  Contractor  shall  proceed 
diligently  with  the  performance  of  the  con¬ 
tract  and  in  accordance  with  the  Contracting 
Officer’s  decision. 

§  1007.4205-9  Patent  clauses — (a)  Re¬ 
porting  of  royalties.  The  clause  set  forth 
in  §  9.110  of  this  title  will  not  be  used; 
however,  according  to  the  requirements 
of  §  9.110-2  of  this  title  insert  the  clause 
set  forth  in  that  section. 

(b)  Notice  and  assistance  regarding 
patent  infringement.  While  it  is  prefer¬ 
able  to  insert  the  clause  contained  in 
§  9.104  of  this  title,  it  may  be  omitted  if 
serious  objection  is  interposed  by  the 
prospective  contractor. 

(c)  Patent  indemnity.  Although  per¬ 
formance  and  delivery  of  a  particular 
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contract  are  to  take  place  outside  the 
United  States,  its  territories  or  posses¬ 
sions,  if  the  contract  indicates  that  the 
supplies  called  for  by  the  contract  are 
ultimately  to  be  shipped  into  the  United 
States,  its  Territories  or  possessions,  the 
instructions  of  -§§  9.103-1,  9.103-2  or 
9.103-3  of  this  title  as  to  inclusion  of  a 
Patent  Indemnity  clause  are  applicable. 
(See  §  9.103  (b)  of  this  title.) 

(d)  Filing  of  patent  applications.  The 
clause  set  forth  in  §  9.106  of  this  title 
will  not  be  used;  however,  according  to 
the  requirements  of  §  9.106-1  of  this  title, 
insert  the  clause  set  forth  in  that  section. 

§  1007.4205-10  Buy  American  Act. 
The  clause  contained  in  §  7.103-14  of  this 
title  may  be  omitted  from  the  contract 
where  the  supplies  procured  are  to  be 
used  outside  the  United  States,  its  Ter¬ 
ritories  and  possessions.  Foreign  pro¬ 
curement  of  supplies  which  are  to  be 
shipped  to  the  United  States,  its  Terri¬ 
tories  and  possessions,  comes  under  the 
provisions  of  the  Buy  American  Act  un¬ 
less  specifically  excepted  therefrom  by 
the  Secretary  of  the  Air  Force,  his  duly 
authorized  representative,  or  the  provi¬ 
sions  of  the  Act. 

§  1007.4205-11  Convict  labor.  The 
clause  contained  in  §  12.203  of  this  title 
will  be  omitted  from  the  contract. 

§  1007.4205-12  Eight-hour  law  of  1912. 
The  clause  contained  in  §  12.303-1  of  this 
title  will  be  omitted  from  the  contract. 

§  1007.4205-13  Walsh-Healey  Public 
Contracts  Act.  The  clause  contained  in 
§  12.604  of  this  title  will  be  omitted  from 
the  contract. 

§  1007.4205-14  Nondiscrimination  in 
employment.  The  clause  contained  in 
§  12.802  of  this  title  will  be  omitted  from 
contracts  to  be  performed  outside  the 
continental  United  States  where  no  re¬ 
cruitment  of  workers  within  the  conti¬ 
nental  United  States  is  involved. 

§  1007.4205-15  Davis-Bacon  Act.  The 
clause  contained  in  §  12.403-1  (a)  of  this 
title  will  be  omitted  from  the  contract. 

§  1007.4205-16  Copeland  Act.  The 
clause  contained  in  §  12.403-1  (e)  of  this 
title  will  be  omitted  from  the  contract. 

§  1007.4205-19  Military  security  re¬ 
quirements.  Paragraph  (c)  of  the  clause 
contained  in  §  7.104-12  of  this  title  will 
be  omitted  from  the  contract. 

§  1007.4205-21  Inspection  and  audit. 
(a)  The  clause  contained  in  §  1007.4023 
will  be  omitted  from  Government-to- 
government  contracts  for  purchases  out¬ 
side  the  continental  United  States  under 
the  Mutual  Defense  Assistance  Act  of 
1949,  as  amended,  and  the  Mutual  Se¬ 
curity  Act  of  1951,  as  amended. 

(b)  The  .clause  contained  in 
$  1007.4023  may  be  omitted  from  Gov- 
ernment-to-private-producer  contracts 
for  purchases  outside  the  continental 
United  States  under  the  Mutual  Defense 
Assistance  Act  of  1949,  amended,  and  the 
Mutual  Security  Act  of  1951,  as  amended, 
upon  a  determination  that  such  an 
omission  is  required  by  the  circumstances 
of  a  particular  situation.  The  authority 
to  make  such  a  determination  for  con¬ 
tracts  to  be  issued  by  foreign  procure- 
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ment  activities  under  their  jurisdiction 
is  vested  in: 

(1)  Commanders  of  oversea  commands 
with  power  of  redelegation  to,  but  not 
lower  than,  the  staff  officers  responsible 
for  procurement  in  such  commands. 

(2)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific  Area 
(AMFPA) ,  with  power  of  redelegation  to 
not  lower  than  a  staff  officer  responsible 
for  procurement  within  AMFPA. 

(3)  Commander  and  Deputy  Comman¬ 
der,  Air  Materiel  Force,  European  Area 
(AMFEA) ,  with  power  of  redelegation  to 
not  lower  than  a  staff  officer  responsible 
for  procurement  within  AMFEA. 

§  1007.4205-22  Examination  of  records. 
The  clause  contained  in  §  7.104-15  of 
this  title  may  be  omitted  from  contracts 
for  purchases  outside  the  continental 
United  States  and  under  the  Mutual  De¬ 
fense  Assistance  Act  of  1949,  as  amended, 
and  the  Mutual  Security  Act  of  1951,  as 
amended. 

§  1007.4205-23  Records.  Paragraphs 
(a)  (2)  through  (6)  and  (b)  of  the 
clause  contained  in  §  7.203-7  of  this  title 
may  be  omitted  from  contracts  for  pur¬ 
chases  outside  the  continental  United 
States  under  the  Mutual  Defense  Assist¬ 
ance  Act  of  1949,  as  amended,  and  the 
Mutual  Security  Act  of  1951,  as  amended. 

§  1007.4205-24  United  States  officials 
not  to  benefit.  The  clause  contained  in 
§  7.103-19  of  this  title  will  not  be  inserted 
in  the  contract,  but  the  following  clause 
will  be  used  in  lieu  thereof : 

United  States  Officials  Not  To  Benefit 

No  member  of  or  delegate  to  the  Congress 
of  the  United  States  of  America,  or  resident 
commissioner  of  the  United  States  of  Amer¬ 
ica  shall  be  admitted  to  any  share  or  part  of 
this  contract,  or  to  any  benefit  that  might 
arise  therefrom;  but  this  provision  shall  not 
be  construed  to  extend  to  this  contract  if 
made  with  a  corporation  for  its  general 
benefit. 

§  1007.4205-25  Domestic  food,  cloth - 
ing.  cotton,  spun  silk  yarn  for  cartridge 
cloth,  or  wool.  The  clause  set  forth  in 
§  7.104-13  of  this  title  may  be  omitted 
from  contracts  made  outside  the  United 
States  in  support  of  combat  operations, 
emergency  procurements,  or  procure¬ 
ments  of  perishable  foods  by  establish¬ 
ments  located  outside  the  continental 
United  States,  except  the  Territories  of 
Hawaii  and  Alaska,  for  the  personnel 
attached  thereto. 

§  1007.4205-26  Payments  for  Mutual 
Defense  Assistance  Program  contracts. 
Where  contracts  under  the  Mutual  De¬ 
fense  Assistance  Program  are  made,  the 
following  clause  will  be  inserted: 

Funds  and  Exchange 

Payment  under  this  contract  will  be  made 

in  United  States  dollars  or  in _ , 

or  in  a  combination  of  both,  at  the  option 
of  the  United  States  Government.  When 

payment  is  made  in _ _ 

the  rate  of  exchange  shall  be  in  accordance 
with  the  rate  of  exchange  agreement  between 
the  Governments  of  the  United  States  and 

- -  in  effect  on  the 

date  of  this  contract. 

§  1007.4205-27  Price  change.  When¬ 
ever  the  foreign  government  may  impose 
mandatory  changes  in  rates  of  wages  or 


price  of  materials  used  in  performing  * 
fixed-price  contract,  the  following  clause 
may  be  inserted : 

Price  Change 

The  Contractor  represents  that  the  prices 
set  forth  in  this  contract  are  based  on  (wage 
rates)  (material  prices)  1  established  by  the 

Government  of - and  warrants 

that  such  prices  do  not  include  any  contin¬ 
gency  allowance  to  cover  possible  increase 
thereof.  If  such  (wage  rates)  (material 
prices)  1  are  changed  by  that  Government 
the  prices  herein  may  be  revised  to  the 
extent  that  the  contractors'  actual  costs  of 
performing  this  contract  are,  as  a  result  of 
the  change,  (i)  necessarily  increased  or  (in 
actually  reduced.  Either  party  may  submit 
a  written  request  for  such  price  revision  to 
the  other  party  within  30  days  after  the 
effective  date  of  such  change  or  within  such 
further  time  as  the  contracting  officer  may 
allow.  Such  a  request  by  the  contractor 
shall  state  the  amount  of  such  change  and 
show  in  detail  the  amount  by  which  contract 
prices  are  claimed  to  be  affected.  The  parties 
shall  then  promptly  negotiate  to  establish 
the  amount,  if  any,  by  which  contract  prices 
6hall  be  revised.  The  contractor  shall 
available  to  the  contracting  officer  at  all 
reasonable  times  its  bocks  and  records  per¬ 
taining  to  the  original  prices  and  perform¬ 
ance  of  the  contract.  If  the  parties  are 
unable  to  agree  upon  the  price  revision,  the 
contracting  officer  shall  make,  and  transmit 
to  the  contractor,  a  written  determination 
of  the  revision  if  any,  which  is  to  be  made. 
Any  price  revision  negotiated  by  the  parties, 
or  determined  by  the  contracting  officer,  pur¬ 
suant  to  this  clause  shall  be  set  forth  in  an 
amendment  to  this  contract.  Nothing  in 
this  clause  shall  excuse  the  contractor  from 
proceeding  with  the  contract  in  accordance 
with  its  terms. 

8  1007.4206  Construction  contracts; 
cover  sheet.  Construction  contracts,  as 
defined  in  §  16.400  of  this  title,  issued  by 
foreign  procurement  activities  for  work 
to  be  performed  in  foreign  countries  will 
contain  a  cover  sheet  in  substantially 
the  following  format : 

Construction  Contract 
United  States  Air  Force 

Contract  No _ .... 

Date  of  Contract _ _ 

Name  and  address  of  contractor _ - _ _ 

Check  appropriate  box; 

□  Individual. 

□  Partnership. 

□  A  corporation  organized  and  existing  un¬ 

der  the  laws  of. 

Contract  for  (work  to  be  performed) _ _ 

Place  _ .... 

Amount  of  contract _ _ .  % 

Administrative  data _ _ 

(If  the  contract  results  from  negotiation, 
a  reference  to  the  subsection  of  the  Armed 
Services  Procurement  Act  of  1947  which  au¬ 
thorized  such  negotiation  shall  be  inserted 
here,  in  addition  to  any  other  administra¬ 
tive  data.) 

This  contract,  entered  into  this  date  by 
the  United  States  of  America,  hereinafter 
called  the  United  States  Government,  rep¬ 
resented  by  the  Contracting  Officer  executing 
this  contract,  and  the  individual,  partner¬ 
ship  or  corporation  named  above,  hereinafter 
called  the  Contractor,  witnesseth  that  the 
parties  hereto  do  mutually  agree  as  follows: 

Statement  of  work.  The  Contractor  shall 
furnish  labor,  equipment  and  materials  and 
perform  the  work  above  described  for  the 
amount  stated  above  in  strict  accordance 


1  If  only  one  term  is  appropriate,  delete  the 
other  term. 
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General  and  Special  Provisions,  herlng  In  work  of  the  character  provided  for 

_  -3>  schedules,  drawings  and  con-  in  this  contract.  The  Contracting  Officer 

all  of  which  are  made  a  part  hereof  shall  promptly  investigate  the  conditions, 

and  if  he  finds  that  such  conditions  do  so 
materially  differ  and  cause  an  increase  or 
decrease  in  the  cost  of,  or  the  time  required 
for,  performance  of  this  contract,  an  equi¬ 
table  adjustment  shall  be  made  and  the  con¬ 
tract  modified  in  writing  accordingly.  Any 
claim  of  the  Contractor  for  adjustment  here¬ 
under  shall  not  be  allowed  unless  he  has 
given  notice  as  above  required:  Provided, 
That  the  Contracting  Officer  may,  if  he  de¬ 
termines  the  facts  so  Justify,  consider  and 
adjust  any  such  claim  asserted  before  the 
date  of  final  settlement  of  the  contract.  If 
the  parties  fail  to  agree  upon  the  adjustment 
to  be  made,  the  dispute  shall  be  determined 
as  provided  in  the  clause  of  this  contract 
entitled  “Disputes.’' 

§  1007.4207-5  Inspection. 

Inspection 


able  extension  of  time  on  account  of  tho 
additional  work  involved. 

(d)  Inspection  of  material  and  finished 
articles  to  be  incorporated  in  the  work  at 
the  site  Bhall  be  made  at  the  place  of  pro¬ 
duction,  manufacture  or  shipment,  when¬ 
ever  the  quantity  justifies  it,  unless  other¬ 
wise  stated  in  the  specifications;  and  such 
inspection  and  written  or  other  formal  ac¬ 
ceptance,  unless  otherwise  stated  in  the 
specifications,  shall  be  final,  except  as  re¬ 
gards  latent  defects,  departures  from  specifld 
requirements  of  the  contract,  damage  or  loss 
in  transit,  fraud  or  such  gross  mistakes  as 
amount  to  fraud.  Subject  to  the  require¬ 
ments  contained  in  the  preceding  sentence, 
the  inspection  of  material  and  workmanship 
for  final  acceptance  as  a  whole  or  in  part 
shall  be  made  at  the  site.  Nothing  con¬ 
tained  in  this  paragraph  (d)  shall  in  any 
way  restrict  the  United  States  Government’s 
rights  under  any  warranty  or  guarantee. 

§  1007.4207-6  Payments  to  contrac¬ 
ts.)  Except  as  otherwise  provided  in  para-  tors. 
graph  (d)  hereof,  all  material  and  workman-  "  Payments  to  contractors 

ship,  if  not  otherwise  designated  by  the  spec¬ 
ifications,  shall  be  subject  to  inspection,  (a)  Unless  otherwise  provided  in  the  spec- 
examination  and  test  by  the  Contracting  ifications,  partial  payments  will  be  made  as 
Officer  at  any  and  all  reasonable  times  during  the  work  progresses  at  the  end  of  each  calen- 
manufacture  or  construction  and  at  any  and  dar  month,  or  as  soon  thereafter  as  practi- 
all  places  where  such  manufacture  or  con-  cable,  or  at  more  frequent  intervals  as  deter- 
struction  is  carried  on.  The  United  States  mined  by  the  Contracting  Officer,  on  esti- 
Government  shall  have  the  right  to  reject  mates  made  and  approved  by  the  Contracting 
defective  material  and  workmanship  or  to  Officer.  In  preparing  estimates,  the  material 
require  its  correction.  Rejected  workman-  delivered  on  the  site  and  preparatory  work 
ship  shall  be  satisfactorily  corrected  and  re-  done  may  be  taken  into  consideration, 

jected  materials  shall  be  satisfactorily  re-  (b)  In  making  such  partial  payments 

placed  with  proper  material  without  charge  there  shall  be  retained  10  percent  on  the 
therefor,  and  the  Contractor  shall  promptly  estimated  amount  until  final  completion  and 
segregate  and  remove  the  rejected  material  acceptance  of  all  work  covered  by  the  con¬ 
front  the  premises.  If  the  Contractor  fails  to  tract:  Provided,  hotoever,  That  the  Contract- 
proceed  at  once  with  the  replacement  of  re-  ing  Officer,  at  any  time  after  50  percent  of 
jected  material  or  the  correction  of  defective  -  the  work  has  been  completed,  if  he  finds* 
workmanship,  the  United  States  Government  that  satisfactory  progress  is  being  made,  may 
may,  by  contract  or  otherwise,  replace  such  make  any  of  the  remaining  partial  payments 
material  or  correct  such  workmanship  and  in  full;  And  provided  further.  That  on  corn- 
charge  the  cost  thereof  to  the  Contractor,  or  pletion  and  acceptance  of  each  separate 
may  terminate  the  right  of  the  Contractor  to  building,  public  work  or  other  division  of 
proceed  as  provided  in  the  clause  of  this  con-  the  contract,  on  which  the  price  is  stated 
tract  entitled  “Termination  for  Default —  separately  in  the  contract,  payment  may  be 
Damages  for  Delay — Time  Extensions,”  the  made  in  full,  including  retained  percentage 
Contractor  and  surety  being  liable  for  any  thereon,  less  authorized  deductions, 

damage  to  the  same  extent  as  provided  in  said  (c)  All  material  and  work  covered  by 

clause  for  terminations  thereunder.  partial  payments  made  shall  thereupon  be- 

(b)  The  Contractor  shall  furnish  promptly  come  the  sole  property  of  the  United  States 
without  additional  charge,  all  reasonable  Government,  but  this  provision  shall  not  be 
facilities,  labor  and  materials  necessary  for  construed  as  relieving  the  Contractor  from 
the  safe  and  convenient  inspection  and  test  the  sole  responsibility  for  all  materials  and 
that  may  be  required  by  the  Contracting  work  upon  which  payments  have  been  made 
Officer.  All  inspection  and  tests  by  the  or  the  restoration  of  any  damaged  work,  or 
United  States  Government  shall  be  per-  as  a  waiver  of  the  right  of  the  United  States 
formed  in  such  manner  as  not  to  unduly  Government  to  require  the  fulfillment  of  all 
delay  the  work.  Special,  full  size,  and  per-  of  the  terms  of  the  contract. 

formance  tests  shall  be  as  described  in  the  (d)  Upon  completion  and  acceptance  of 
specifications.  The  Contractor  shall  be  a11  work  required  hereunder,  the  amount  due 
charged  with  any  additional  cost  of  inspec-  the  Contractor  under  this  contract  will  be 
tion  when  material  and  workmanship  are  paid  upon  the  presentation  of  a  properly 
not  ready  at  the  time  inspection  is  requested  executed  and  duly  certified  voucher  therefor, 
by  the  Contractor.  after  the  Contractor  shall  Lave  furnished  the 

(c)  Should  it  be  considered  necessary  or  United  States  Government  with  a  release, 
advisable  by  the  United  States  Government  if  required,  of  all  claims  against  the  United 
at  any  time  before,  final  acceptance  of  the  States  Government  arising  under  and  by 

•  entire  work  to  make  an  examination  of  work  virtue  of  this  contract,  other  than  such 
already  completed,  by  removing  or  tearing  claims,  if  any,  as  may  be  specifically  excepted 
out  same,  the  Contractor  shall  upon  request  by  the  Contractor  from  the  operation  of  the 
promptly  furnish  all  necessary  facilities  la-  release  in  stated  amounts  to  be  set  forth 
bor  and  material.  If  such  work  is  found  to  therein’  If  the  Contractor’s  claim  to 
be  defective  or  nonconforming  in  any  ma-  amounts  payable  under  the  contract  has 
terial  respect,  due  to  fault  of  the  Contractor  be®n  assigned,  a  release  may  also  be  required 
or  its  subcontractors,  it  shall  defray  all  the  of  the  assignee,  at  the  option  of  the  Con- 
expenses  of  such  examination  and  of  satis-  tracting  Officer.  Final  payment  will  be 
factory  reconstruction.  If,  however,  such  withheld  until  clearance  has  been  obtained 
1  work  is  found  to  meet  the  requirements  of  from  the  Air  Provost  Marshal  of  the  Ail 
the  contract,  the  actual  direct  cost  of  labor  Fprce  Base  or  other  installation  concerned 
and  material  necessarily  involved  in  the  with  respect  to  security  matters  including 
examination  and  replacement,  plus  15  per-  the  delivery  of  all  identification  insignlt 
cent,  shall  be  allowed  the  Contractor  and  he  such  as  passes  and  auto  decals  issued  to  Con- 
,  shall,  in  addition,  if  completion  of  the  work  tractor’s  personnel  for  use  in  the  perform- 
■  has  been  delayed  thereby,  be  granted  a  suit-  ance  of  this  contract. 


with  the 

specifications, 

ditlons  cl!  c? 

«nd  designated  as  follows: 

(Here  describe  the  entire  contents  of  the 
ontract,  e.  g.,  specifications,  schedules, 
drawings  and  conditions  and  enumerate  the 
clauses  comprising  the  General  and  Special 
provisions.) 

Work  shall  be  started  -------------- - - 

Work  shall  be  completed  . . - . -, 


(Official  title) 


(Name  of  contractor) 


(Signature) 


(Title) 

§  1007.4207  Construction  contracts, 
general  provisions.  Construction  con¬ 
tracts,  as  defined  in  §  16.400  of  this  title, 
issued  by  foreign  procurement  activities 
for  work  to  be  performed  in  foreign 
countries  will  contain  the  following 
clauses  with  the  words  “United  States” 
inserted  before  the  word  “Government” 
wherever  the  latter  word  appears  in  any 
clause.  These  clauses  collectively  will 
be  entitled  “General  Provisions.” 

§  1007.4207-1  Labor  relations  and 
standards.  Insert  the  clause  set  forth  in 
1 1007.4203-2. 

§  1007.4207-2  Definitions.  Insert  the 
clause  set  forth  in  §  1007.4205-1. 

5  1007.4207-3  Changes. 

Changes 

The  Contracting  Officer  may  at  any  time, 
by  a  written  order,  and  without  notice  to  the 
sureties,  make  changes  in  the  drawing  of 
specifications  of  this  contract  and  within  the 
general  scope  thereof.  If  such  changes  cause 
an  increase  or  decrease  in  the  amount  due 
under  this  contract,  or  in  the  time  required 
for  its  performance,  an  equitable  adjustment 
shall  be  made  and  the  contract  shall  be 
modified  in  writing  accordingly.  Any  claim 
of  the  Contractor  for  adjustment  under  this 
clause  must  be  asserted  in  writing  within 
thirty  days  from  the  date  of  receipt  by  the 
Contractor  of  the  notice  of  change :  Provided, 
hotoever.  That  the  Contracting  Officer,  if  he 
decides  that  the  facts  justify  such  action, 
may  receive  and  consider,  and  adjust  any 
such  claim  asserted  at  any  time  prior  to  the 
date  of  final  settlement  of  the  contract.  If 
the  parties  fail  to  agree  upon  the  adjustment 
to  be  made  the  dispute  shall  be  determined 
as  provided  in  the  clause  of  this  contract 
entitled  “Disputes.”  But  nothing  provided  in 
this  clause  shall  excuse  the  Contractor  from  ' 
proceeding  with  the  prosecution  of  the  work 
as  changed.  Except  as  otherwise  herein 
provided,  no  charge  for  any  extra  work  or 
material  will  be  allowed. 

§  1007.4207-4  Changed  conditions. 

Changed  Conditions 

The  Contractor  shall  promptly,  and  before 
such  conditions  are  disturbed,  notify  the 
Contracting  Officer  in  writing  of:  (1)  subsur¬ 
face  or  latent  physical  conditions  at  the  site 
differing  materially  from  those  indicated  in 
this  contract,  or  (2)  unknown  physical  condi¬ 
tions  at  the  site,  of  an  unusual  nature,  differ¬ 
ing  materially  from  those  ordinarily  en¬ 
countered  and  generally  recognized  as  in- 


RULES  AND  REGULATIONS 


§  1007.4207-10  Disputes.  Insert  the  Contracting  Officer  may  in  writing  require 
Clause  set  forth  in  §  1007.4205-8  as  para-  the  Contractor  to  remove  from  the  work 
graph  <a>  and  add  thereto  the  following  ?”<*> 

as  paragraph  (b)  in  all  construction  or  otherwlse  objectionable,  'or 
contracts:  tinued  employment  on  the  work  is  deemed 

(b)  Notwithstanding  the  provisions  of  this  by  the  Contracting  Officer  to  be  contrary  to 
clause,  the  Contractor  shall  have  such  right  the  public  interest. 

of  appeal  to  the  United  States  Court  of  §  i007.4207-17  Superintendence  bv 
Claims  as  is  provided  by  any  applicable  ap-  ..  rnntrarfnr  te 

propriation  or  other  act  of  the  United  States  ULe  conductor. 

of  America.  Superintendence  by  the  Contractor 

§  1007.4207-11  United  States  officials  The  Contractor  shall  give  his  personal 
not  to  benefit.  Insert  the  clause  set  forth  superintendence  to  the  work  or  have  a  com- 
in  S  1007  420‘i— 24  petent  foreman  or  superintendent,  satis- 

8  *  *  factory  to  the  Contracting  Officer,  on  the 

§  1007.4207-12  Covenant  against  con -  work  at  au  times  during  progress,  with 
tingent  fees.  Insert  the  clause  set  forth  authority  to  act  for  him. 

in  §  7.103-20  of  this  title.  §  1007.4207-18  Permits  and  response 

§  1007.4207-13  Termination  for  con -  bility  for  work,  etc. 
venience  of  the  United  States  Govern -  permits  and  responsibility  for  Work  Etc. 
ment.  Insert  the  clause  set  forth  in  _  _  . 

§  8.703  of  this  title.  adalU0“1 

expense  to  the  United  States  Government 

§  1007.4207-14  Notice  to  the  United  obtain  all  licenses  and  permits  required  tot 
States  Government  of  labor  disputes.  the  prosecution  of  the  work.  The  Contrac- 
Insert  the  clause  set  forth  in  §  7.105-3  of  tor  shall  be  responsible  for  au  damages  to 
, .  .  , . .  ip  persons  that  occur  as  a  result  of  his  fault 

mis  title.  or  negiigence  in  connection  with  the  proee- 

§  1007.4207-15  Specifications  and  cution  of  the  work.  The  Contractor  shall 
drawings  also  be  responsible  for  all  materials  delivered 

_  —  and  work  performed  until  completion  and 

Specifications  and  Drawings  final  acceptance,  except  for  any  completed 

The  Contractor  shall  keep  on  the  work  a  thereof  which  theretofore  may  have 

copy  of  the  drawing^  and  specifications  and  been  Anally  accepted, 
shall  at  all  times  give  the  Contracting  Officer  §  1007.4207-19  Other  contracts 
access  thereto.  Anything  mentioned  in  the 

specifications  and  not  shown  on  the  draw-  Other  Contracts 

ings,  or  shown  on  the  drawings  and  not  The  United  States  Government  may  un¬ 
mentioned  in  the  specifications,  shall  be  of  dertake  or  award  other  contracts  for  addi- 
like  effect  as  if  shown  or  mentioned  in  both,  tional  work,  and  the  Contractor  shall  fully 
In  case  of  difference  between  drawings  and  cooperate  with  such  other  contractors  and 
specifications,  the  specifications  shall  govern.  United  States  Government  employees  and 
In  any  case  of  discrepancy  either  in  the  carefully  fit  its  own  work  to  such  additional 
figures,  in  the  drawings,  or  in  the  specifica-  work  as  may  be  directed  by  the  Contracting 
tions,  the  matter  shall  be  promptly  sub-  Officer.  The  Contractor  shall  not  commit  oi 
mitted  to  the  Contracting  Officer,  who  shall  permit  any  act  which  will  interfere  witt 
promptly  make  a  determination  thereof  in  the  performance  of  work  by  any  other  con- 
writing.  Any  adjustment  by  the  Contractor  tractor  or  by  United  States  Government 
without  this  determination  shall  be  at  its  employees, 
own  risk  and  expense.  The  Contracting 

Officer  shall  furnish  from  time  to  time  such  §  1007-4207-20  Loading  and  unloadilH 
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Saturday,  March  1 ,  1958 

§  1007.4207-22  Delivery. 

Delivery 

Unless  otherwise  provided  in  this  contract, 
ii  materials  to  he  furnished  by  the  contractor 
hall  be  delivered  to  the  United  States  Gov¬ 
ernment  f.  o.  b.  site  of  the  work. 

s  1007  4207-23  Gratuities ;  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.4208  Construction  contracts; 
general  provisions  to  be  used  when 
applicable. 

§  1007.4208-1  Inconsistency  between 
Enplish  version  and  translation  of  con¬ 
tract.  If  the  contract  is  published  in  an¬ 
other  language  as  well  as  in  English,  in¬ 
sert  the  clause  set  forth  in  §  1007.4203-1. 

§  1007.4208-2  Patient  indemnity.  Ac¬ 
cording  to  the  requirements  of  §  9.103  of 
this  title,  insert  the  appropriate  clause 
set  forth  in  that  paragraph,  modified  to 
coser  both  United  States  patents  and 
patents  of  the  country  wherein  the  pro¬ 
curement  is  to  be  accomplished ;  however, 
the  prospective  contractor  will  not  ac¬ 
cept  coverage  of  United  States  patents, 
it  will  be  permissible  to  cover  only  patents 
of  the  country  wherein  the  procurement 
is  to  be  accomplished.  If  the  prospective 
contractor  will  not  accept  a  contract  con¬ 
taining  the  Patent  Indemnity  clause  and 
if  the  supplies  to  be  furnished  by  that 
supplier  are  necessary  and  unobtainable 
from  other  source,  the  clause  may  be 
omitted. 

§  1007.4208-3  Reporting  of  royalties. 
According  to  the  requirements  of 
§9.110-2  of  this  title,  insert  the  clause 
set  forth  in  that  section. 

§  1007.4208-4  Examination  of  records. 
According  to  the  requirements  of  §  7.104- 
15  of  this  title,  insert  the  clause  set 
-forth  in  that  paragraph.  This  clause 
may  be  omitted  from  contracts  for  pur¬ 
chases  outside  the  continental  United 
States  under  the  Mutual  Defense  Assist¬ 
ance  Act  of  1949,  as  amended,  and  the 
Mutual  Security  Act  of  1951,  as  amended. 

§  1007.4208-5  Government-furnished 
property.  According  to  the  require¬ 
ments  of  §  13.502  of  this  title,  insert  the 
clause  required  by  §  1007.3103-5. 

§  1007.4208-6  Approval  of  subcon¬ 
tracts.  If  the  contract  price  is  in  excess 
of  $2,000,  insert  the  clause  set  forth  in 
§  1007.3104-2. 

§  1007.4209  Construction  contracts; 
additional  general  provisions.  The  fol¬ 
lowing  clauses  may  be  inserted  when 
necessary  or  desirable  to  cover  the  sub¬ 
ject  matter  contained  in  such  clauses. 

§  1007.4209-1  Assignment  of  claims. 
According  to  instructions  in  §  1007.4205- 
[  5,  the  clause  referred  to  therein  may  be 
inserted. 

§  1007.4209-2  Additional  bond  secu¬ 
rity.  The  clause  set  forth  in  §  7.103-9 
of  this  title  may  be  inserted  if  there  is 
an  initial  requirement  for  bond  security 

§  1007.4210  Construction  contracts; 
special  provisions,  (a)  Insert  the  special 
provisions  as  set  forth  in  §  1007.3106,  ex¬ 
cept  that  the  following  special  provisions 
will  be  omitted:  1-08,  Standard  Test, 


Quality  and  Guarantees;  1-09,  Preserva¬ 
tion  of  Existing  Vegetation;  1-18,  Shop 
Drawings;  1-20,  Domestic  Articles;  1-21, 
Rates  of  Wages.  Contracting  officers 
may  omit  any  of  the  other  special  pro¬ 
visions  set  forth  in  §  1007.3106,  that  can¬ 
not  be  complied  with  beeause  of  local 
conditions.  In  all  of  these  special  pro¬ 
visions  the  words  “United  States”  will 
be  inserted  before  the  word  “Govern¬ 
ment”  whenever  the  latter  word  appears. 

(b)  Additional  special  provisions  may 
be  inserted  according  to  the  necessities 
of  the  construction  work  called  for  by 
the  contract,  provided  that  no  clauses 
contained  in  Chapter  I  of  this  title  and 
this  chapter  will  be  included  in  such  spe¬ 
cial  provisions.  Additional  special  pro¬ 
visions  will  be  prepared  by  the  air  instal¬ 
lations  office. 

SUBPART  QQ— CLAUSES  FOR  FIXED-PRICE  AR¬ 
CHITECTURAL  ENGINEERING  SERVICE  CON¬ 
TRACTS 

§  1007.4301  Statutory  authority  and 
restrictions.  Contracts  for  architectural 
engineering  services  will  be  made  pur¬ 
suant  to  the  authority  of  Public  Law 
600  (79th  Congress),  Public  Law  413 
(80th  Congress),  and  the  applicable  sec¬ 
tion  of  the  current  Appropriation  Acts. 
Each  of  these  laws  will  be  cited  on  the 
cover  page  of  the  contract.  The  total 
amount  paid  the  contractor,  including 
its  profit  (fee)  for  the  production  and 
delivery  of  designs,  plans,  drawings,  and 
specifications  for  specific  public  works  or 
utilities  projects,  will  not  exceed  6  per¬ 
cent  of  the  predetermined  estimated  cost, 
exclusive  of  fees,  of  the  project  to  which 
the  architect-engineer  work  is  applicable. 

§  1007.4303  Required  clauses.  The 
following  clauses  will  be  inserted  in  all 
contracts  for  architectural  engineering 
services. 

§  1007.4303-1  Definitions.  Insert  the 
clause  set  forth  in  §  7.103-1  of  this  title. 

§  1007.4303-2  Changes.  Insert  the 
clause  set  forth  in  §  1007.4025. 

§  1007.4303-3  Default.  Insert  the 
clause  set  forth  in  §  7.103-11  of  this  title. 

§  1007.4303-4  Disputes.  Insert  the 
clause  set  forth  in  §  7.103-12  of  this  title. 

§  1007.4303-5  Termination  for  the 
convenience  of  the  Government.  Insert 
the  clause  set  forth  in  §  1007.2103-16. 

§  1007.4303-6  Officials  not  to  benefit. 
Insert  the  clause  set  forth  in  §  7.103-19 
of  this  title. 

§  1007.4303-7  Assignment  of  claims. 
Insert  the  clause  set  forth  in  §  7.103-8 
of  this  title,  but  see  §  1007.103-80. 

§  1007.4303-8  Eight-hour  law  of 
1912.  Insert  the  clause  set  forth  in 
§  12.303-1  of  this  title. 

§  1007.4303-9  Convict  labor.  Insert 
the  clause  set  forth  in  §  12.203  of  this 
title. 

§  1007.4303-10  Nondiscrimination  in 
employment.  Insert  the  clause  set  forth 
in  §  12.802  of  this  title. 

§  1007.4303-11  Covenant  against' con¬ 
tingent  fees.  Insert  the  clause  set  forth 
in  §  7.103-20  of  this  title. 
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§  1007.4303-12  Renegotiation.  Insert 
the  clause  set  forth  in  §  7.103-13  of  this 
title.  v 

§  1007.4303-13  Gratuities.  Insert  the 
clause  set  forth  in  §  7.104-16  of  this  title. 

§  1007.4303-14  Examination  of  rec¬ 
ords.  Insert  the  clause  set  forth  in 
§  7.104-15  of  this  title  and  add  thereto 
the  paragraph  (c)  ^  set  forth  in 
§  1007.104-15. 

§  1007.4303-15  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.4030. 

§  1007.4303-16  Special  reproduction 
rights.  Insert  the  clause  set  forth  in 
§  9.112  of  this  title. 

§  1007.4303-17  Copyright.  According 
to  the  requirements  of  Subpart  B,  Part  9, 
of  this  title  and  Subpart  B,  Part  1009,  of 
this  chapter,  insert  the  clause  set  forth 
in  §  9.202  of  this  title. 

§  1007.4303-18  Buy  American  act.  In- 
sert  the  clause  set  forth  in  §  7.103-14  of 
this  title. 

§  1007.4303-19  Release  of  information. 
Insert  the  following  clause: ' 

Release  of  Information 

The'  Contractor  agrees  not  to  divulge  or 
release  any  Information  developed  or  ob¬ 
tained  in  connection  with  performance  of 
this  contract  concerning  the  details  of  per¬ 
formance  of  this  contract  or  any  possible 
construction  based  on  the  results  thereof 
(including  but  not  limited  to  plans,  speci¬ 
fications,  location,  time  or  estimated  cost  of 
construction) ,  except  to  authorized  Govern¬ 
ment  personnel  or  upon  the  prior  written  ap¬ 
proval  of  the  Contracting  Officer. 

§  1007.4303-20  Approval  of  contract. 
Insert  the  clause  set  forth  in  §  7.105-2  of 
this  title. 

§  1007.4304  Clauses  to  be  used  when 
applicable. 

§  1007.4304-1  Alterations  in  Contract. 
According  to  instructions  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  title. 

§  1007.4304-2  Reports.  Insert  the 
following  clause  in  all  contracts  of  more 
than  6  months’  duration.  This  clause 
may  be  inserted  in  contracts  of  less  than 
6  months’  duration  when  special  circum¬ 
stances  make  inclusion  desirable. 

Reports 

-*\  ♦ 

During  the  life  of  this  contract  the  Con¬ 
tractor  shall  submit  to  the  Contracting  Of¬ 
ficer,  by  the  10th  day  of  each  calendar  month, 
a  report  of  the  work  accomplished  in  per¬ 
formance  of  this  contract  during  the  pre¬ 
ceding  calendar  month.  These  reports  shall 
be  in  such  detail  as  the  Contracting  Officer 
may  reasonably  require  to  enable  accurate 
valuation  of  the  Contractor’s  progress  la 
performance  of  this  contract. 

i  1007.4304-3  Preparation  of  specifi¬ 
cations.  Insert  the  following  clause  ia 
all  contracts  calling  for  the  furnishing  of 
specifications  by  the  contractor: 
Preparation  of  Specifications 

If  specifications  are  called  for  under  the 
terms  of  this  contract,  the  Contractor  shall 
make  reference  to  applicable  Federal  speci¬ 
fications,  if  available,  for  items  and  materials 
to  be  used.  If  Federal  specifications  are  not 
available,  the  contractor  shall  reference 
specifications  prepared  by  recognized  pro¬ 
fessional  manufacturer  or  construction  so- 
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cieties,  or  furnish  descriptions  of  the  items  place  for  final  inspection  and  acceptance  by 
or  materials  containing  all  the  fundamental  the  Government. 

EXmet  8  1007.4307  Schedule  provisions  to  be 

an  item  or  material  cannot  be  described  be-  used  when  applicable. 
cause  of  its  technical  construction  or  com-  §  1007.4307-1  Transportation  reim- 
position  or  because  it  is  a  proprietary  item.  f)Ursement,  if  the  contract  provides  for 
the  name  of  one,  and  if  available,  several, 

suitable  commercial  products  shall  be  in-  reimbursement  of  actual  cost  of 

eluded  as  part  of  the  required  description,  transportation  as  a  separate  item,  the 
followed  by  the  words  "or  equal.”  If  it  is  Clause  set  forth  in  §  1007.4306-3  will  be 
determined  that  one  and  only  one  brand  designated  “(a)  ”  and  the  following  para- 
of  item  or  material  will  meet  the  require-  graph  (b)  added: 

ment,  the  Contractor  shall  so  state  and  shall  .....  ,  .  .  „ _ 

give  full  justification  for  that  determination.  The  additional  sum  of  ------  doUars 

®  J  ($ _ )  has  been  allotted  to  this  contract 

§  1007.4304-4  Military  security  re -  to  reimburse  the  Contractor  for  the  cost  of 
QUirement.  According  to  the  require-  transporting  personnel  necessary  to  perform 
ments  Of  S  7  104-12  of  this  title,  insert  the  contract.  Reimbursement  for  the  actual 
, ,  cost  therefor  shall  be  made  upon  the  sub- 

the  clause  set  forth  in  that  section.  mission  of  properly  certified  invoices  and 

§  1007.4305  General.  Any  Other  other  evidence  satisfactory  to  the  Contract- 
Clause  authorized  by  chapter  I  of  this  ^  in6  officer, 
title  or  this  chapter,  according  to  in¬ 
structions  for  use,  may  be  used  when 
necessary  to  cover  the  subject  matter 
contained  in  such  clause. 

§  1007.4306  Required  schedule  provi¬ 
sions.  The  schedule  will  contain,  among 
other  statements,  the  following  provi¬ 
sions,  to  be  completed  with  appropriate 
information. 

§  1007.4206-1  Preliminary  recitation 
( without  title) . 

It  has  been  determined  that  the  work  and 
services  called  for  hereunder  will  be  advan¬ 
tageous  to  the  national  defense,  and  that  the 
existing  facilities  of  the  Department  of  the 
Air  Force  are  not  adequate  to  perform  such 
services. 

§  1007.4306-2  Part  I — Statement  of 
services. 

Part  I — Statement  of  Services 

(a)  The  Contractor  shall  furnish  and 
supply  to  the  Government  architectural  en¬ 
gineering  services  necessary  for  the  accom¬ 
plishment  and  delivery  of  plans,  specifica¬ 
tions,  drawings,  design  analysis,  cost  esti¬ 
mates,  and  such  other  work  as  is  specified  in 
the  Statement  of  Work  set  forth  in  Exhibit 
“A,”  attached  hereto,  and  made  a  part  hereof. 

(b)  The  services  shall  be  performed  by 
personnel  qualified  professionally  and  other¬ 
wise  for  the  work  called  for. 

§  1007.4306-3  Part  II — Consideration  (e)  The  exercise  of  this  option  shall  be 

and  payment.  evidenced  by  a  supplemental  agreement  to 

this  contract  which  will  include  the  esti- 
Part  n — Consideration  and  Payment  mated  maximum  amount  and  other  provi- 

The  Government  will  pay  the  Contractor  sions  that  may  be  necessary  to  carry  out  such 
upon  the  satisfactory  performance  of  work  services. 

and  services,  and  upon  the  submission  of  SUBPART  RR— CLAUSES  FOR  TEACHER 

properly  certified  invoices  or  vouchers,  ap-  '  CONTRACTS 

proved  by  the  Contracting  Officer,  as  full  pay¬ 
ment  for  all  of  the  work  called  for  hereunder,  §  1007.4403  Required  clauses.  The 

a  total  sum  of - dollars  ($ - ),  following  clauses  will  be  inserted  in  all 

payable  as  follows:  contracts  for  teachers. 

§  1007.4306-4  Part  III— Period  of  per-  §  1007.4403-1  Definitions.  Insert  the 

formance.  clause  set  forth  in  §  7.103-1  of  this  title, 

Part  III — Period  of  Performance  omitting  subparagraph  (c). 

The  period  of  performance  of  the  work  and  §  1007.4403-2  Assignment  of  claims. 

services  called  for  hereunder  shall  be:  Insert  the  clause  set  forth  in  §  7.503-3  of 

§  1007.4306-5  Part  IV— Inspection,  de-  this  title* 
livery,  and  acceptance.  §  1007.4403-3  Disputes.  Insert  the 

Part  IV — Inspection,  Delivery,  and  clause  set  forth  in  §  7.103-12  of  this  title. 

Acceptance  §  1007.4403-4  Officials  not  to  benefit. 

The  work  called  for  hereunder,  as  well  as  Insert  the  clause  set  forth  in  §  7.103-19  of 
the  Contractor’s  books,  records,  and  place  this  title,  omitting  the  final  clause  which 
of  business,  related  to  the  performance  of  begins,  “but  this  provision  .  . 
this  contract,  shall,  at  all  reasonable  times, 

be  subject  to  inspection  by  the  Contracting  §  1007.4403—5  Covenant  against  con - 

>  Officer.  Delivery  shall  be  made  to _  tingent  fees.  Insert  the  clause  set  forth 

at - -  which  is  designated  as  the  in  §  7.103-20  of  this  title. 


§  1007.4403-6  Termination  for  con- 
venience  of  the  Government.  Insert  the 
clause  set .  forth  in  §  1008.751  of  this 
chapter. 

§  1007.4403-7  Subcontracts.  Insert 
the  clause  set  forth  in  §  1007.503-50. 

§  1007.4403-8  Change  in  rate  of  pay 
Insert  the  following  clause : 

Change  in  Rate  of  Pay 

The  rate  of  pay  for  services  herein  provided 
is  comparable  to  the  rate  of  pay  for  simtiw 
services  paid  by  nearby  school  districts  of 
the  State  in  which  this  ^contract  is  to  be  per¬ 
formed.  In  the  event  such  nearby  districts 
increase  or  decrease  the  rate  of  pay  for  such 
services  during  the  period  of  this  contract 
the  rate  of  pay  for  this  contract  may  be  pro¬ 
portionately  adjusted  and  the  contract 
amended  accordingly.  No  such  adjustment 
shall  be  made  unless  and  until  the  cognizant 
Area  Field  Representative  of  the  U.  S.  Office 
of  Education  certifies  to  the  Justification  of 
such  change  in  the  comparable  rates  of  pay. 
Any  adjustment  hereunder  shall  be  evidenced 
by  a  supplemental  agreement  to  this  con¬ 
tract. 

§  1007.4404  Clauses  to  be  used  when 
applicable. 

§  1007.4404-1  Alterations  in  contract. 
According  to  instructions  for  use  in 
§  1007.105-1,  insert  the  clause  set  forth 
in  §  7.105-1  of  this  Jritle. 

§  1007.4405  Required  schedule  clauses 
tion  services.  Other  types  of  personnel  shall  for  contracts  with  full-time  teachers 
not  be  utilized  by  the  Contractor  except  with  xhe  schedule  for  contracts  with  teachers 

Aif  persoime^shaii  contain  the  following  provisions  to 

and  otherwise  for  their  work.  be  completed  with  appropriate  mforma- 

(c)  This  option  will  remain  in  effect  dur-  tion. 

lng  the  Government  fiscal  year  in  which  «  1 007  4405-1  Part  I— Statement  nt 
this  contract  is  made  and  also’ the  succeed-  „  1  *iazement  °i 

ing  fiscal  year.  _  services. 

(d)  The  categories  of  personnel,  the  maxi-  .  Part  I — Statement  of  Services 

mum  monthly  rate  and  the  maximum  daily  _  _  .  .  .  „  .  . 

rate  which  shall  apply  for  services  for  less  Jhe  Contractor  shall  teach  elementary 

than  a  full  month  are  as  follows:  sch°o1  at  — --  ^rce  Baae  on 

regular  school  days  at  such  hours  as  the 
Category  of  personnel  school  principal  shall  designate.  Perform- 


Monthly  rate 


Saturday >  March  1 ,  1958 


the  following  clause  will  be  modified,  as 
indicated,  to  conform  to  local  practices. 
pART  iv _ Consideration  and  Payment 

The  Government  will  pay  the  Contractor 
,non  satisfactory  performance  of  the  above 
bribed  services  the  sum  of  $ - .  Pay¬ 

ments  will  be  made  [monthly,  biweekly,  etc.] 
during  the  period  of  performance  in  the 

amount  of  $ - For  each  Pay  Period  as 

described  above  the  Contractor  shall  present 
o  the  Contracting  Officer  a  certified  invoice 
for  services  rendered.  Deductions  for  Fed¬ 
eral  income  tax  and  social  security  contri¬ 
butions  will  be  made  from  payments;  where 
withholding  of  payments  for  purposes  of 
state  income  taxes  is  authorized  by  5  U.  S.  C. 
84b  (1952),  deductions  for  state  Income  taxes 
will  also  be  mape. 

§  1007.4405-5  Part  V — Qualifications. 
Part  V — Qualifications 

The  Contractor  warrants  that - 

_ is  qualified  and  duly 

licensed  to  teach  elementary  school  within 

the  State  of - and 

affirms . - . loyalty 

to  the  United  States  of  America. 

§  1007.4405-6  Part  VI — Renewal. 

Part  VI — Renewal 

In  the  event  the  services  of  the  Contractor 
are  desired  by  the  Government  for  the  suc¬ 
ceeding  school  year  the  Contractor  will  be  so 

advised  on  or  before  the  -  day  of 

_ _ _  19 _ _  It  is  agreed 

that  such  notice  will  be  subject  to  the  avail¬ 
ability  of  funds  for  the  succeeding  Govern¬ 
ment  fiscal  year  for  this  purpose. 

§  1007.4406  Required  schedule  clauses 
for  contracts  with  substitute  teachers. 
The  schedule  for  contracts  with  substi¬ 
tute  teachers  will  contain  the  following 
provisions  to  be  completed  with  appro¬ 
priate  information. 

§  1007.4406-1  Part  I — Statement  of 
services. 

Part  I — Statement  of  Services 

The  Contractor  shall  teach  elementary 

school  at  the _ Air  Force  Base 

on  regular  school  days  at  such  hours  and 
on  such  days  as  the  school  principal  shall 
designate  during  the  period  of  performance 
of  this  contract  as  set  forth  in  Part  II  hereof. 
It  is  understood  and  agreed  that  this  is  a 
call  contract,  that  the  Contractor  is  a  sub¬ 
stitute  teacher  to  perform  services  in  the 
absence  of  a  regularly  employed  teacher,  and 
that  the  Government  is  not  hereby  obligated 
to  issue  any  call  for  the  Contractor’s  service. 
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shall  present  to  the  Contracting  Officer  a 
certified  invoice  for  any  service  rendered. 
Deductions  for  Federal  income  tax  and  so¬ 
cial  security  contributions  will  be  made  from 
payments;  where  withholding  of  payments 
for  purposes  of  state  Income  taxes  is  au¬ 
thorized  by  5  U.  S.  C.  84b  (1952),  deductions 
for  state  income  taxes  will  also  be  made. 

§  1007.4406-4  Part  IV — Qualifications. 
Insert  the  clause  set  forth  in  $  1007.4405 
<b).  v 

§  1007.4407  Required  schedule  clauses 
for  contracts  with  principals.  The 
schedule  for  contracts  employing  school 
principals  will  contain  the  following 
provisions  to  be  completed  with  appro¬ 
priate  information. 

§  1007.4407-1  Part  I — Statement  of 

services. 

Part  I — Statement  of  Services 

The  Contractor  shall  act  as  principal  of 

an  elementary  school  at  the _ 

Air  Force  Base.  Performance  by  the  Con¬ 
tractor  shall  be  in  accordance  with  the  di¬ 
rection  of  the  Base  Commander,  and  includes 
the  supervision  of  the  school,  the  teaching 
staff  thereof,  keeping  of  required  records, 
and  such  other  curricular  and  extra  curric¬ 
ular  duties  as  are  customarily  performed  by 
an  elementary  school  principal. 

§  1007.4407-2  Part  II — Period  of  per¬ 
formance.  -v 

Part  II — Period  of  Performance 

Performance  of  services  shall  commence  on 

the  _  day  of  _ _ _ 19 _ and 

continue  until  the _ day  of _ _ 

19__.  In  the  event  the  school  is  closed  tem¬ 
porarily  on  account  of  an  epidemic  or  for 
any  other  necessary  cause  the  period  of  per¬ 
formance  may  be  extended  by  the  Base  Com¬ 
mander  to  make  up  for  such  lost  time,  and 
no  additional  payment  shall  be  made  for  such 
make-up  period. 

§  1007.4407-3  Part  III— Leave  of 
absence. 

Part  III — Leave  of  Absence 

The  Contractor  will  be  allowed  leave  when 

sick,  with  pay  for  not  exceeding _ days. 

When  approved  by  the  Base  Commander  the 
Contractor  will  be  granted  leave  with  pay 

for  not  exceeding _ days  for  reasons  of 

death  or  critical  illness  of  a  member  of  the 
Contractor’s  immediate  family. 

!  §  1007.4407-4  Part  IV — Consideration 

|  and  payment.  Insert  the  clause  set  forth 
1  In  §  1007.4405-4. 

§  1007.4407-5  Part  V — Qualifications. 

Part  V — Qualifications 


1008.256  Production  method  changes. 

1008.257  Standby  tooling. 

1008.258  Subcontractor. 

1008.259  Surplus. 

1008.260  Termination  authority. 

1008.261  Termination  contracting  officer. 

1008.262  Termination  request. 

1008.263  Unadjusted  contractual  changes 


III — Leave 


§1007.4406-2  Part  II-Period  of  per-  ram.  v-wm 

formance.  Part  V — Qualification 

Part  II — Period  of  Performance  The  Contractor  warrants  that . 

_  ....  .  .  .  is  qualified  and  duly  licensed  to 

The  period  during  which  calls  may  be  cipal  of  an  elementary  school 
made  shall  begin  on  the . day  of  . .  state  of _ _ and  afflrms 

* -  —  and  end  on  the - day  of  loyalty  to  the  United  States  of  j 

. — - 19 _ _  In  the  event  the  school 

to  closed  temporarily  on  account  of  an  epi-  §  1007.4407-6  Part  VI — Re 
demic,  or  for  any  other  necessary  cause,  the  sert  the  Clause  set  forth  in  §  ] 

period  of  performance  may  be  extended  by  _ 

the  principal  to  make  up  for  such  lost  time.  PlDT  ,  nno  , 


(UCC’s). 

Subpart  C— -Termination  for  Convenience 

1008.301  Termination  clause. 

1008.303  Partial  termination. 

1008.304  Notioe  of  termination. 

1008.306  Duties  of  contracting  officer  after 
notice  of  termination. 

1008.310  Fraud  or  other  criminal  conduct. 

1008.311  Settlement  of  two  or  more  claims 

Jointly. 

1008.350  Termination  of  letter  facilities 
contracts,  facilities  contracts,  and  facili¬ 
ties  leases. 

1008.350-1  Termination  of  letter  facilities 
contracts. 

Subpart  E — Settlement  of  Contracts  Terminated 
«*  for  Convenience 

1008.501  Methods  of  settlement. 

1008.503  Fixed-price  contracts;  settlement 
proposals. 

1008.503- 2  Bases  for  settlement  proposals. 

1008.504  Fixed-price  contracts;  negotiated 
settlements. 

1008.504- 50  Equitable  adjustment  In  unit 
prices  under  fixed-price  contracts  in 
cases  of  partial  termination. 

1008.505  Fixed-price  contracts;  settlement 
by  determination. 

1008.507  Limitation  on  settlements. 

1008.507-1  Deductions. 

1008.508  Settlement  of  cost-type  contracts; 
general  considerations. 

1008.509  Cost-type  contracts;  negotiated 
settlements;  procedure  where  settlement 
limited  to  fixed  fee. 

1008.509-2  Adjustment  of  fixed  fee. 

1008.514  Cost-type  contracts;  partial  ter¬ 
mination. 

1008.515  Audit  of  settlement  proposals  and 
of  subcontract  settlements. 

1008.516  Contracting  officer’s  negotiation 
memorandum. 

1008.518  Settlement  of  subcontractor 
claims. 

1008.518- 2  Duty  of  prime  contractor  and 
subcontractor. 

1008.518- 4  Basis  of  settlement. 

1008.518- 6  Authorization  for  settlement 
under  $1,000  of  subcontractors’  termina¬ 
tion  proposals  without  approval  or  rati¬ 
fication. 

1908.518- 11  Government  assistance  in  settle¬ 
ment  of  subcontracts. 

1008.518- 12  Assignment  of  rights  under  sub¬ 
contracts. 

1008.518- 13  Settlement  of  subcontracts  as¬ 
signed  to  the  Government. 


The  Contractor  warrants  that .  1008.522  Partial  payments  upon  termina- 

is  qualified  and  duly  licensed  to  act  as  prin-  _ _ „  ..  . 

cipal  of  an  elementary  school  within  the  1008.522-4  Security  for  partial  payments. 


§  1007.4406-3  Part  III — Consideration 
and  payment.  The  second  sentence  of 
the  following  clause  will  be  modified,  as 
indicated,  to  conform  to  local  practices. 

Part  III — Consideration  and  Payment 

The  Government  will  pay  the  Contractor 
upon  satisfactory  performance  of  the  above 

described  services  the  sum  of  $ _ for 

*»ch  day  worked.  Payment  will  be  made 
I  monthly,  biweekly,  etc.].  For  each  pay 
Period  as  described  above  the  Contractor 
No.  43—58 - 22 


loyalty  to  the  United  States  of  America. 

§  1007.4407-6  Part  VI — Renewal.  In¬ 
sert  the  clause  set  forth  in  §  1007.4405-6. 

Part  1008 — Termination  of  Contracts 


Sec. 

1008.101 


Subpart  A— -Introduction 


1008.101  Applicability  of  this  part. 

Subpart  B — Definition  of  Terms 

1008.250  Administrative  contracting  officer. 

1008.251  Engineering  changes. 

1008.252  Excess. 

1008.253  Government-furnished  aircraft 
equipment  (GFAE). 

1008.254  Plant  clearance  officer. 

1008.255  Procuring  contracting  officer. 


tion. 

1008.522-4  Security  for  partial  payments. 

1008.550  Recoupment  of  renegotiation  debts. 

1008.551  Settlement  of  unadjusted  contrac¬ 
tual  changes  (UCC’s). 

1008.555  Settlement  of  claims  and  property 
disposal  resulting  from  engineering 
changes. 

Subpart  F — Termination  Inventory 

1008.600  Scope  of  subpart. 

1008.601  General  policies. 

1008.601- 2  Responsibility  for  sales. 

1008.603  Inventory  schedules. 

1008.603- 1  Submission  of  inventory  sched¬ 
ules. 

1008.603- 2  General  classifications. 

1008.608  Sale  or  other  disposition  of  termi¬ 
nation  inventory. 

1008.602- 2  Competitive  sales. 

1008.608- 4  Proceeds  of  sale. 

1008.608- 6  Applicability  of  antitrust  laws. 


J 
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Sec. 

1008.610  Destruction  or  abandonment. 

1008.612  Removal  and  storage. 

1008.612- 50  Storage  of  contractor  inventory 
at  no  cost  to  the  Government. 

1008.613  Review  of  property  disposal. 

1008.613- 1  Property  disposal  review  boards. 

1008.653  Redistribution  and  disposal  of  con* 

tractor  inventory;  foreign. 

1008.653-8  Sales. 

Subpad  G— Forms 

1008.712- 50  Supplemental  settlement  agree¬ 
ments  for  CPFF  partial  terminations. 

1008.712- 51  Supplemental  settlement  agree¬ 
ment  form  for  settlement  of  two  or  more 
termination  claims. 

1008.712- 52  Supplemental  settlement  agree¬ 
ment  (amendment)  form  for  settlement 
of  partial  termination  of  letter  facilities 
contract. 

1008.712- 53  Form  of  triparty  agreement  for 
direct  settlement  of  subcontracts. 

1008.712- 54  Direct  settlement  agreement  by 
Government  with  subcontractors. 

1008.712- 55  Settlement  of  reservations. 

1008.751  Termination  clause  for  fixed-price 

contracts  for  personal  services. 

1008  752  Termination  clause  for  technical 
services  contracts. 

1008.753  Termination  clause  for  time-and- 
material  contracts. 

1008.756  Assignment  to  the  Government  of 
prime  contractor’s  rights  under  termi¬ 
nated  subcontracts. 

1008.757  Security  for  partial  payments. 

1008.758  Storage  agreement. 

1008.761  Default  letters. 

1008.762  Cover  pages  for  supplemental 
agreements. 

1008.762- 1  Cover  page  for  supplemental 
agreement  to  fixed-price  contract  for 
supplies/services/research  and  develop¬ 
ment. 

1008.762- 2  Cover  page  for  supplemental 
agreement  to  CPFF  contract  for  sup¬ 
plies/services/research  and  development. 

1008.762- 3  Cover  page  for  supplemental 
agreement  to  CPFF  contract  for  sup¬ 
plies/services/research  and  development. 

1008.762- 4  Cover  page  for  supplemental 
agreement  to  fixed-price  contract  for 
supplies/services/research  and  develop¬ 
ment. 

1008.762- 5  Cover  page  for  supplemental 
agreement  to  fixed-price  contract  for 
supplies/services/research  and  develop¬ 
ment. 

1008.762 - 6  Cover  page  for  supplemental 
agreement  to  fixed-price  contracts  for 
supplies/services/reasearch  and  develop¬ 
ment. 

1008.762- 7  Cover  page  for  amendment  to 
letter  contract. 

1008.762- 8  Cover  page  for  fixed-price  con¬ 
tract  for  supplies. 

1008.763  Letter  of  consent  by  prime  con¬ 
tractor  to  negotiation  of  amount  due 
subcontractor. 

1008.764 — Form  for  certificate  of  amount  due 
a  subcontractor. 

1008.765  Form  for  notice  to  and  consent 
by  the  subcontractor  to  direct  settle¬ 
ment  by  the  Government  of  its  termina¬ 
tion  claim. 

Subpart  T— Cancellation  for  Default 

1008.2002  General. 

1008.2004  Responsibility  of  administrative 
contracting  officer. 

1008.2005  Responsibility  of  production  fol¬ 
low-up  activities. 

1008.2006  Responsibility  of  procuring  con¬ 
tracting  officer. 

Authority:  §§  1008.101  to  1008.2006  issued 

under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 

8012.  Interpret  or  apply  secs.  2301 — 2314, 

70A  Stat.  127-133;  10  U.  S.  C.  2301-2314. 


RULES  AND  REGULATIONS 

r 

SUBPART  A — INTRODUCTION 

§1008.101  Applicability  of  this  part. 

(a)  The  procedures  in  this  part  apply  to 
any  AF  contract  entered  into  under  the 
act  which: 

(1)  Has  been  terminated  for  the  con¬ 
venience  of  the  Government. 

(2)  Has  been  canceled  for  default  of 
the  contractor. 

(b)  Contracts  which  do  not  contain 
the  termination  clauses  set  forth  in  Part 
8,  Chapter  I,  of  this  title  or  those  au¬ 
thorized  in  this  chapter  may  be  amended 
by  agreement,  prior  to  or  after  the  ter¬ 
mination  of  the  contract,  to  include  or 
substitute  a  prescribed  clause. 

(c)  The  methods,  policies,  and  pro¬ 
cedures  contained  in  this  part  relating  to 
settlements  with  subcontractors  and  dis¬ 
posal  of  contractor  inventory  are  appli¬ 
cable  to  settlement  of  subcontracts  ter¬ 
minated  and  property  which  becomes 
obsolete  or  excess  as  a  result  of  contrac¬ 
tor  modification  or  engineering  changes. 

SUBPART  B — DEFINITION  OF  TERMS 

§  1008.250  Administrative  contracting 
officer.  The  term  “administrative  con¬ 
tracting  officer”  means  those  contracting 
officers  authorized  to  administer  con¬ 
tracts. 

§  1008.251  Engineering  changes. 
The  term  “engineering  changes”  in¬ 
cludes  all  changes  in  the  physical  char¬ 
acteristics  of  an  item  when  reflected  in 
the  design,  plans,  or  specifications  for 
the  item. 

§  1003.252  Excess.  The  term  “ex¬ 
cess”  means  contractor  inventory  no 
longer  required  by  the  contractor  by 
whom  the  inventory  was  originally  ac¬ 
quired,  or  to  whom  it  was  furnished,  and 
also  such  inventory  when  it  is  not  re¬ 
quired  by  any  AP  activity. 

§  1008.253  Government  -  furnished 
aircraft  equipment  (GFAE).  The  term 
“Government-furnished  aircraft  equip¬ 
ment”  (GFAE)  means  that  portion  of 
Government-furnished  property  which 
under  the  terms  of  an  AF  contract  is  pro¬ 
cured  by  the  Air  Force  and  furnished  di¬ 
rect  to  aircraft  equipment  or  missile 
manufacturers  for  inclusion  or  incorpo¬ 
ration  into  aircraft  or  missiles. 

§  1008.254  Plant  clearance  officer. 
The  term  “plant  clearance  officer”  means 
the  representative  of  the  termination 
contracting  officer  or  administrative 
contracting  officer  authorized  to  act  for 
him  in  all  matters  relating  to  the  dispo¬ 
sal  of  contractor  inventory  and  termina¬ 
tion  inventory.  In  appropriate  in¬ 
stances,  plant  clearance  officers  may  be 
appointed  contracting  officers  with 
limited  authority. 

§  1008.255  Procuring  contracting  offi¬ 
cer.  The  term  “procuring  contracting 
officer”  means  those  contracting  officers 
authorized  to  execute  contracts  for  the 
procurement  of  supplies  and  services. 

§  1008.256  Production  method 
changes.  The  term  “production  method 
changes”  includes  all  changes  in  the  pro¬ 
duction  methods  which  are  made  in  the 
interests  of  increased  efficiency  or  for 
the  solution  of  any  production  problem, 
provided  they  do  not  alter  the  physical 


characteristics  of  the  end  product.  p™ 
duction  method  changes  do  not  include 
engineering  changes. 

§  1008.257  Standby  tooling.  4^.  J 
term  “standby  tooling”  includes  all  st* 
cial  tooling  that  is  to  be  held  in  storaei 
in  anticipation  of  a  contemplated  fuw 
use,  including  engineering  and  produc. 
tion  data  necessary  to  set  up  the  equip¬ 
ment  for  production  of  parts  for  which 
the  tooling  is  stored. 

§  1008.258  Subcontractor.  The  term 
“subcontractor”  means  any  holder  of 
one  or  more  subcontracts  under  any  AF 
prime  contract  or  purchase  order. 

§  1008.259  Surplus.  The  term  “sur¬ 
plus”  means  excess  contractor  inventory 
which  is  not  required  by  the  Department 
of  Defense  or  by  other  Federal  agencies 
with  which  governing  regulations  pro- 
vide  the  inventorj  must  be  screened. 

§  1008.260  Termination  authority. 
The  term  “termination  authority”  re¬ 
fers  to  a  written  authorization  to  pro- 
ceed  with  termination. 

§  1008.261  Termination  contracting 
officer.  The  term  “termination  contract¬ 
ing  officer”  means  those  contracting  offi¬ 
cers  authorized  to  terminate  contracts 
and/or  settle  terminated  contracts. 

§  1008.262  Termination  request.  The 
term  “termination  request”  as  used  in 
this  part  means  the  purchase  request  or 
other  written  document  which  initiates 
the  request  for  termination  of  the  con., 
tract.  Except  for  directives  which  may 
be  issued  by  Hq  USAF  directing  toe 
termination  of  items,  the  purchase 
request  or  other  written  document  is 
generally  prepared  by  the  office  which 
originally  initiated  the  request  for 
procurement  to  the  buying  office. 

§  1008.263  Unadjusted  contractual 
changes  iUCC’s).  The  term  “unad¬ 
justed  contractual  changes”  means  any 
contractual  changes  which  have  not  been 
incorporated  in  the  contract  by  change 
order,  supplemental  agreement,  or  other¬ 
wise.  The  term  includes,  without  limi¬ 
tation,  all  changes  evidenced  by  a 
contract  change  notification,  by  delivery 
schedule  change,  and  by  change  with 
respect  to  spare  parts  or  contract ' 
provisions  for  price  redetermination. 

SUBPART  C— TERMINATION  FOR  CONVENIBICE 

§  1008.301  Termination  clause,  (a) 
Where  a  contract  does  not  contain  a 
Termination  for  the  Convenience  of  the 
Government  clause,  the  following  pro¬ 
cedures  will  apply: 

(1)  If  it  is  determined  to  be  in  the 
best  interest  of  the  Government  to  ter¬ 
minate  a  contract  for  the  convenience 
of  the  Government  and  the  contract  does 
not  contain  a  clause  expressly  reserving 
the  right  of  the  Government  to  ter¬ 
minate,  the  contracting  officer  will  for¬ 
ward  to  the  contractor  a  copy  of  an  ap¬ 
propriate  Termination  clause,  together 
with  a  request  that  the  contractor  agree 
to  a  termination  of  the  contract  'accord¬ 
ing  to  the  provisions  of  the  clause. 

(2)  If  the  contractor  agrees  in  writing 
to  a  termination  pursuant  to  such  clause, 
the  contracting  officer  will  issue  a  Notice 
of  Termination  and  the  case  will  then  be 
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Saturday ,  March  1 ,  1958 

rncessed  according  to  this  part.  How- 
ver  in  the  event  the  contractor  is  agree- 
hie’to  a  termination  at  “no-cost”  to  the 
rovernment,  the  contracting  officer  may 
«tpr  into  a  “no-cost”  termination 
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• 

reduction  in  total  contract  price;  the  .  §  1008.311  Settlement  of  two  or  more 

type  and  nature  of  the  termination  in-  claims  jointly.  In  negotiating  a  joint 
ventory  which  will  be  involved;  and  the  settlement  of  two  or  more  termination 
possible  utilization,  diversions,  and  re-  claims  of  the  same  contractor,  the  ter- 
coveries  from  sales  and  other  dispositions  mination  contracting  officer  will  observe 
should  also  be  considered.  the  provisions  of  Limitation  on  Settle- 

(4)  Whether  adequate  stocks  of  sup-  ments  and  Limitation  of  Certain  Costs, 

plies  of  the  items  being  considered  for  The  joint  settlement  will  not  under  any 
termination  exists.  circumstances  be  used  as  a  means  of 

(5)  Possible  future  obsolescence  of  the  allowing  the  contractor  an  amount 

items.  which,  if  the  termination  claims  had  been 

(6)  Probable  additional  costs  and  op-  settled  separately,  would  be  in  excess  of 
erational  burdens  to  the  Air  Force  in  the  contract  price  of  each  contract. 

1  1008-350  ■  o' letter 

tones  wmen  mignt  require  storage.  ciiitiej  contracts,  facilities  contracts,  and 

§  1008.306  Duties  of  contracting  of -  facilities  leases. 


nnlemental  agreement  as  set  forth  in  should  also  be  considered. 

<<  8  712-6  and  8.712-7  of  this  title  with-  (4)  Whether  adequate  stocks  of  sup- 
ut  the  issuance  of  a  termination  notice  plies  of  the  items  being  considered  for 
«nd  the  incorporation  of  a  Termination  termination  exists, 
clause  in  the  contract.  «  (5)  Possible  future  obsolescence  of  the 

(3)  If  the  contractor  declines  to  agree  items, 
iinon  a  termination  of  the  contract  in  (6)  Probable  additional  costs  and  op- 
toe  manner  set  forth  in  this  section,  the  erational  burdens  to  the  Air  Force  in 
contracting  officer  will  submit  the  mat-  connection  with  ,any  termination  inven¬ 
ter  promptly  for  advice  and  instruc-  tories  which  might  require  storage, 
tions  to  the  Termination  Staff  Branch  §  1008.306  Duties  of  contracting  of - 
(MCPPJT),  HQ  AMC.  If  termination  is  ficer  after  notice  of  termination-^) 
desired,  the  termination  notice  will  be  General.  On  termination  of  a  contract 
sent  to  the  contractor.  In  reviewing  for  ^he  convenience  of  the  Government, 
such  matters,  reviewing  authorities  the  termination  contracting  officer  as- 
should  consider  all  factors,  particularly ;  Signe(i  the  case  for  settlement  will 
<i)  Whether  the  termination,  if  effected,  promptiy  arrange  for  an  initial  confer- 
will  constitute  a  breach  of  contract  by  ence  contractor.  Topics  to  be 

toe  Government,  (n)  what  the  dollar  discussed  at  the  conference  should  in¬ 
amount  of  a  potential  liability  may  ciU(je  but  are  not  necessarily  limited  to: 
amount  to,  and  (m)  whether,  when  (1)  General  principles  relating  to  the 
taken  in  perspective,  the  action  will  be  settlement  of  any  termination  claim,  in- 
economically  beneficial  to  the  Govern-  during  obligations  of  the  contractor  un- 
ment-  der  the  Termination  clause  of  the  con- 

§1008.303  Partial  termination,  (a)  tract. 

When  any  part  of  the  supplies  or  serv-  (2)  Extent  of  the  termination  and 
ices  called  for  under  a  contract  are  to  point  at  which  work  is  stopped, 
be  terminated  and  the  contractor  is  (3)  Status  of  any  continuing  work  and 
obligated  to  continue  further  work  un-  any  plans,  drawings,  or  information 
der  the  contract,  the  deletion  will  be  which  would  have  been  required  to  be 
processed  as  a  partial  termination  as  delivered  had  the  contract  been  corn- 
set  forth  in  this  part.  pleted. 

(b)  When  the  supplies  or  services  (4)  Obligation  of  the  contractor 
called  for  under  the  contract  are  to  be  relating  to  termination  of  any  subcon- 
terminated  in  their  entirety  or  if  the  tracts  and  purchase  orders  and  the  gen- 
termination  of  a  part  of  the  supplies  or  eral  principles  to  be  followed  in  settle- 
services  would  result  in  the  contractor  ment  of  any  claims, 
not  being  required  to  perform  any  fur-  (5)  Number  of  subcontractors  or  sup- 
toer  work,  the  deletion  will  be  processed  pliers  involved  and  the  date  their  termi- 
as  a  complete  termination.  nation  notices  were  issued. 

mnnow  ^  *  (6)  Facilities  of  the  contractor  for  the 

nn  SrJilv  JJrmim  review  and  settlement  of  termination 

?h^n?H  h p  Sn  In i  claims  of  subcontractors, 

mated  cost  of  supplies  or  services  to  be  (1)  Arrangements  for  transfer  of  title 

terminated  exceeds  $1  000;  on  lo^aUy  and  d?“very  t0  Government  of  any 
Kimmovtu  1  .  ,  materials  required  by  the  Government. 

procured  items,  $300.  Howevei  if  the  (g)  General  principles  and  procedures 

?2i10rnvprnmpntefftehpndthp  to  be  followed  in  the  protection,  preser- 

vation,  and  ^position  of  contractor’s 
tenn  t  on  may  be  accomplished  wheie  an(j  subcontractors’  termination  in- 

TOlved° would  $l“o0o“*300  ventory  including  the  preparation  of 

respectively.  These  criteria  apply  to  all  ^“aetTs  notices 

activities  including  those  overseas. 

(b)  While  there  are  no  hard-and-fast  S?JS5iK! Schedule  of ' 
rules  as  to  when  supplies  or  services  Acco^tffigjtafonnatio  * 

should  be  terminated,  the  following  cri-  hP  ^nh^ittSrt  t_ 

teria  are  relevant  to  the  decision  and  tle^ent  Proposal  wi  b  sub  . 

should  be  considered  in  arriving  at  a  .  epiipS 

decision  to  terminate:  tractors  and  subcontractors  settlement 

(1)  Items  which  are  on  order,  unde-  if  infm-i™ 

livered,  but  for  which,  as  far  as  can  be  „  (12).  ReQuirement,  if  any,  for  interim 

foreseen,  the  Air  Force  will  have  no  use,  financing  m  partia  pay“ 

“dr™ealundeliv«ednapon,on  of  a  <13)  Tentative  time  schedule  for  the 
antract  comprises  a  small  quantity,  the 

policies  set  forth  in  paragraph  (a)  of  submission  of  Settlement  Proposals,  Ter- 
this  section  should  normally  be  followed  thP 

and  the  small  quantity  should  be  ac-  ^  th 

cepted;  this  is  particularly  so  if  the  costs  contractor  and  subcontractors, 
of  the  termination  would  be  dispropor-  §  1008.310  Fraud  or  other  crimin 
tionate  to  the  contract  price  of  the  items  conduct.  In  the  event  of  suspicion  < 
concerned.  fraud  or  other  criminal  conduct,  tl 

(3)  The  probable  amount  of  the  net  termination  contracting  officer  will  n 
settlement  (as  distinguished  from  the  port  the  facts  of  the' case  to  higher  ai 
gross  settlement)  and  the  consequent  net  thority.  x 


§  1008.350-1  Termination  of  letter  fa - 
cilities  contracts — (a)  General.  This 
section  sets  forth  the  procedures,  for 
processing  the  partial  and  complete  ter¬ 
minations  of  letter  facilities  contracts. 
Such  type  of  contracts  provides  for  reim¬ 
bursement  of  costs  exclusive  _of  overhead 
(or  burden)  and  limits  the  total  amount 
that  may  be  expended  as  well  as  the 
amount  which  may  be  reimbursed  there¬ 
under.  However,  such  type  of  contracts 
further  provides  that  in  the  event  of  ter¬ 
mination  thereof  reimbursement  of  over¬ 
head  expenses  may  be  made.  The  fol¬ 
lowing  paragraphs  of  this  section  pre¬ 
scribe,  in  addition  to  other  matters,  the 
settling  of  the  item  of  overhead  whether 
the  contractor  “vouchers  out”  under  the 
termination  or  submits  his  claim  on  a 
settlement  proposal. 

(b)  Partial  terminations.  Because  of 
the  exclusion  and  limitations  mentioned 
in  paragraph  (a)  of  this  section,  in  the 
event  of  a  partial  termination  of  a  letter 
facilities  contract,  payments  made  to  a 
contractor  prior  to  termination  should  be 
considered  in  the  nature  of  progress  pay¬ 
ments.  Under  a  partial  termination  of 
such  type  of  contract  the  terminated  por¬ 
tion  usually  consists  of  the  further  use 
by  the  contractor  of  facilities  previously 
acquired  (even  if  installed) ,  installation 
costs  of  such  facilities,  the  contemplated 
use  by  the  contractor  of  machine  tools 
and  equipment  remaining  to-be  com¬ 
pleted,  machine  tools  and  equipment  on 
order  which  have  been  partially  com¬ 
pleted  and  which  are  directed  to  be  can¬ 
celed,  and  costs  of  initial  repairs  and 
parts  replacement  of  Government  fur¬ 
nished  machines  and  equipment.  The 
contracting  officer  and  the  contractor 
may  agree  upon  the  total  amount  due  the 
contractor  for  the  acquisition  of  machine 
tools  and  equipment,  installation,  initial 
repair  and  replacement  costs,  and  tei> 
mination  claims  of  vendors  and  suppliers 
(subcontractors) ;  the  settlement  may 
also  include  applicable  costs  of  an  over¬ 
head  nature  (including  General  and  Ad¬ 
ministrative  Expense)  pertaining  to  fa¬ 
cilities  already  acquired  by  the  contractor 
up  to  the  date  of  settlement  or  such  other 
date  on  or  after  the  date  of  the  Termina¬ 
tion  Notice  as  may  be  agreed  upon  be¬ 
tween  the  parties. 

(c)  Complete  termination.  If  the 


1  1008.310  Fraud  or  other  criminal  latt”  facilities  f“ntracf  ?as  beeI? 


conduct.  In  the  event  of  suspicion  of 
fraud  or  other  criminal  conduct,  the 
termination  contracting  officer  will  re¬ 
port  the  facts  of  the' case  to  higher  au¬ 
thority. 


pletely  terminated  and  the  contractor 
elects  to  “voucher  out”  his  costs,  includ¬ 
ing  overhead  costs,  attention  is  invited 
to  the  fact  that,  before  any  such  over¬ 
head  costs  may  be  reimbursed,  the  con- 
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tract  must  be  amended.  Where  a 
partial  termination  is  involved  and  the 
continuing  work  can  be  completed 
within  a  reasonable  period  of  time 
and/or  before  the  parties  are  ready  to 
effect  settlement,  it  is  recommended 
that  the  termination  be  considered  as  a 
complete  termination  of  the  contract. 

SUBPART  E— SETTLEMENT  OF  CONTRACTS  TERMI¬ 
NATED  FOR  CONVENIENCE — GENERAL 

§  1008.501  Methods  of  settlement. 
Negotiation  is  the  preferred  method  of 
settlement  and  should  be  used  to  the 
maximum  extent  possible.  In  those  ex¬ 
ceptional  cases  where  it  is  not  possible  to 
settle  by  negotiation  all  elements  of  the 
termination  claim,  the  termination  con¬ 
tracting  officer  and  the  contractor  may 
negotiate  a  settlement  as  to  those  ele¬ 
ments  of  the  termination  claim  on  which 
agreement  can  be  reached ;  the  termina¬ 
tion  contracting  officer  should  render  a 
written  determination  or  finding  con¬ 
cerning  those  elements  of  the  termina¬ 
tion  claim  on  which  the  parties  cannot 
agree..  If  the  contractor  has  filed  an 
appeal,  or  has  indicated  that  an  appeal 
will  be  taken  from  the  determination,  or 
If  the  amount  (or  any  part  thereof)  due 
the  contractor  has  not  been  paid  to  him 
when  the  settlement  agreement  is  to  be 
executed,  then  the  settlement  agreement 
should  incorporate,  in  addition  to  its , 
other  provisions,  an  appropriate  reserva¬ 
tion  with  respect  to  the  rights  of  the 
parties  under  the  determination. 

§  1008.503  Fixed  -  price  contracts; 
settlement  proposals. 

§  1008.503-2  Bases  for  settlement 
proposals. — (a)  Inventory  basis.  Under 
the  inventory  basis  for  settlement  pro¬ 
posals,  the  contractor  lists  only  his  costs 
relating  and  allocable  to  the  terminated 
portion  of  the  contract.  Inventory 
charges  are  presented  by  itemizing  sepa¬ 
rately,  at  the  purchase  or  manufactur¬ 
ing  costs,  the  metals,  raw  materials,  pur¬ 
chased  parts,  work-in-process,  finished 
components,  dies,  jigs,  fixtures,  and  tool¬ 
ing  allocable  to  the  terminated  portion. 
Similarly,  the  allocable  portion  of 
charges  such  as  engineering  costs, 
preparatory  costs,  and  general  and  ad¬ 
ministrative  expenses  relating  to  the 
terminated  portion  of  the  contract  are 
separately  itemized.  To  this  is  added 
an  allowance  for  profit  or  an  adjustment 
is  made  for  loss.  Settlements  with  sub¬ 
contractors,  settlement  expenses,  and 
other  proper  charges  are  then  added  to 
complete  the  gross  claim.  Appropriate 
credits,  if  established  or  ascertained  at 
the  time  of  the  submission  of  the  pro¬ 
posal,  should  then  be  deducted. 

(b)  Total  cost  basis.  The  total  cost 
basis  for  settlement  proposals  will  be 
approved  by  the  termination  contracting 
officer  only  in  cases  involving  total  termi¬ 
nation  and  only  when  use  of  the  in¬ 
ventory  basis  is  not  practicable.  If  the 
termination  contracting  officer  approves 
the  submission  of  a  termination  claim  on 
a  total-cost  basis,  he  should,  in  appro¬ 
priate  cases,  require  the  contractor  to 
submit  a  detailed  estimate  of  the  cost 
to  complete  the  contract.  Under  this 
basis,  the  contractor  lists  as  one  item  in 
the  settlement  proposal,  all  of  his  costs 
for  direct  material.  Therefore  it  is  im¬ 


portant  that  the  claim  for  inventory  be 
verified  for  quantity,  allocability,  and 
physical  location  of  material.  In  ac¬ 
complishing  such  verification,  a  review 
should  be  made  of  the  contractor’s  bill 
of  materials.  Examples  of  circumstances 
in  which  the  total-cost  basis  may  be  used 
are: 

(1)  If  production  has  not  commenced 
and  the  accumulated  costs  represent 
planning  and  “get  ready’’  expenses. 

(2)  If  the  contractor’s  accounting 
system  will  not  readily  lend  itself  to  the 
establishment  of  unit  costs  for  work-in¬ 
process  and  finished  products. 

•  (3)  If  the  contract  involves  retro¬ 
active  pricing  only. 

(4)  If  the  termination  is  total  and 
involves  a  letter  contract. 

■  (5)  If  the  contract  does  not  specify 
unit  prices. 

§  1008.504  Fixed-price  contracts — 
Negotiated  settlements. 

§  1008.504-50  Equitable  adjustment  in 
unit  prices  under  fixed-price  contracts  in 
cases  of  partial  termination,  (a)  If,  as 
a  result  of  a  partial  termination,  the  con¬ 
tractor  determines  that  an  adjustment  in 
price  is  necessary  for  the  continuing 
portion  of  the  contract  and  submits  in 
writing  a  request  according  to  the  ter¬ 
mination  clause  of  the  contract  for  an 
equitable  adjustment  of  the  price  or 
prices  specified  in  the  contract,  the  ter¬ 
mination  contracting  officer  will  send  the 
request  to  the  appropriate  procuring 
contracting  officer. 

(b)  The  procuring  contracting  officer 
will  have  final  responsibility  for  nego¬ 
tiating  an  equitable  adjustment  in  the 
price  relating  to  the  continued  portion 
of  the  contract  and  will  effect  a  supple¬ 
mental  agreement  covering  any  changes 
in  price.  Consideration  for  the  change  in 
price  will  be  specified  in  the  supple¬ 
mental  agreement.  The  procuring  con¬ 
tracting  officer  will  satisfy  himself  on  the 
basis  of  evidence  he  deems  proper  (in¬ 
cluding  coordination  with  the  termina¬ 
tion  contracting  officer) ,  that  no  portion 
of  any  increase  in  price  has  been  in¬ 
cluded  in  any  termination  settlement 
previously  made  or  currently  in  process. 

(c)  The  termination  contracting  offi¬ 
cer  responsible  for  the  termination 
settlement  will  satisfy  himself  on  the 
basis  of  evidence  he  deems  proper  (in¬ 
cluding  coordination  with  the  procuring 
contracting  officer)  that  no  portion  of 
the  costs  included  in  the  equitable  ad¬ 
justment  for  the  continued  portion  of  the 
contract  are  included  in  the  termination 
settlement. 

§1008.505  Fixed-price  contracts;  set¬ 
tlement  by  determination.  In  rendering 
a  determination  settlement,  where  it  is 
apparent  that  the  contractor  would  have 
incurred  a  loss  on  the  entire  contract  had 
it  been  completed,  the  allowable  costs 
will  be  appropriately  reduced  and  no 
profit  whatsoever  will  be  allowed.  Thus, 
regardless  of  whether  the  settlement  is 
to  be  arrived  at  by  agreement,  or  by  de¬ 
termination,  there  will  be,  in  the  case  of 
a  loss  contract,  an  adjustment  to  reflect 
the  indicated  rate  of  loss. 

§  1008.507  Limitation  on  settlements. 

§  1008.507-1  Deductions,  (a)  In  deter¬ 
mining  the  amount  to  be  deducted  repre¬ 


senting  the  fair  value  of  any  property 
which  is  destroyed,  lost,  stolen,  or  dam 
aged,  consideration  will  be  given  to  the 
direct  cost  and  any  burden  charges  in 
eluding  profit  which  the  contractor  in' 
eluded  in  his  settlement  proposal. 

(b)  In  addition  to  the  deductions  listed 
under  §  8.507-1  of  this  title,  there  win 
be  deducted  from  the  amount  found  to  be 
due  to  the  contractor  under  a  settlement 
whether  by  negotiation  or  by  determina¬ 
tion:  (1)  any  unliquidated  advance 
partial  or  other  payments  theretofore 
made  to  the  contractor,  and  (2)  any 
claim  which  the  Government  may  have 
against  the  contractor  in  connection 
with  the  contract  concerned. 

§  1008.508  Settlement  of  cost-type 
contracts;  general  considerations—  (a) 
General.  (1)  Where  the  complete  ter¬ 
mination  of  a  cost-plus-a-fixed-fee  con- 
tract  is  involved,  the  termination  con-  i 
tracting  officer  assigned  the  terminated 
c'ntract  for  settlement  will  immediately  I 
ascertain  whether  the  contractor  desires 
to  voucher  out  his  costs  on  Standard 
Form  1034  or  whether  the  settlement  will 
include  costs  and  fixed  fee. 

(2)  If  decision  has  been  made  that  the 
settlement  will  include  costs  and  fixed 
fee,  the  termination  contracting  officer 
will  follow  the  procedure  set  forth  in 
§§8.510-1  (d),  8.510-2,  8.510-3,  8.511, 
and  8.512  of  this  title  and  promptly  es¬ 
tablish  an  audit  status  data. 

(3)  If  decision  is  made  that  costs 
will  be  vouchered  out  by  the  contractor, 
the  termination  contracting  officer  wili 
immediately  request  the  contractor  to 
submit  a  settlement  proposal  for  adjust¬ 
ment  of  the  fixed  fee  and  promptly  pro¬ 
ceed  to  negotiate  a  settlement  regardless 
of  the  status  of  the  submission  and  pay¬ 
ment  of  the  cost  vouchers.  Under  no 
circumstances  will  the  contractor  be 
permitted  to  voucher  out  the  amount  of 
the  fixed  fee.  After  agreement  is 
reached  as  to  the  amount  of  the  fixed 
fee  to  be  reduced,  a  supplemental  agree¬ 
ment  will  be  executed  evidencing  the 
agreement  of  the  parties. 

(b)  Cost-type  contracts;  procedure 
where  there  have  been  no  reimbursed 
cosij  under  the  contract.  If  no  costs 
have  been  reimbursed  under  the  con¬ 
tract,  and  if  the  settlement  is  to  include 
costs  and  fixed  fee,  a  settlement  of  all 
claims  of  the  Government  and  the  con¬ 
tractor  relating  to  the  terminated  con¬ 
tract  may  be  made  without  following  the 
procedure  prescribed  in  §§  8.510,  8.511, 
and  8.512  of  this  title.  The  provisions 
of  the  particular  contract  governing  the 
types  of  reimbursable  costs  will  consti¬ 
tute  the  basis  of  negotiation. 

§  1008.509  Cost-type  contracts;  ne¬ 
gotiated  settlements;  procedure  where 
settlement  limited  to  fixed  fee. 

§  1008.509-2  Adjustment  of  fixed  fee. 
(a)  The  standard  termination  clause  for 
CPFF  contracts  provides  that  the  termi¬ 
nation  contracting  officer  and  the  con¬ 
tractor  may  agree  upon,  i.  e.,  negotiate, 
the  settlement  of  the  fixed  fee.  There¬ 
fore,  any  method  which  is  fair  and  equi¬ 
table  to  both  parties  may  be  used  to  ad¬ 
just  the  fixed  fee  unless  a  specified  basis 
is  prescribed  in  the  contract.  Where  the 
parties  are  unable  to  agree  on  an  ad¬ 
justment  of  the  fixed  fee  and  the  termi- 
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sition  was  effected  for  the  convenience 
f  the  Government,  the  percentage  of 
Completion  basis  must  be  used  in  render- 
tag  the  determination  for  that  portion  of 
JSp  fixed  fee  payable. 

(b)  Generally,  the  percentage  of  com- 
letion  basis  will  constitute  a  fair  and 
Suitable  method  of  adjusting  the  fixed 
fl  One  method  of  arriving  at  the  per¬ 
centage  of  completion  is  to  compare  the 
actual  costs  incurred  with  the  estimated 
cost  to  complete  the  contract,  adjusting 
the  resulting  percentage  according  to  the 
difficulty  or- importance  of  each  type  of 
costs  concerned.  Under  this  method,  it 
is  necessary  to  obtain  a  breakdown  of  the 
estimated  costs  negotiated  in  connection 
with  the  awarding  of  the  contract  and  an 
estimate  of  the  cost  to  complete  each 
category  of  items  shown  in  the  settle¬ 
ment  proposal. 

(D  The  first  step  in  the  computation 
is  to  segregate  the  costs  contained  in  the 
original  cost  estimates  used  in  arriving 
at  the  contract  price  into  the  categories 
listed  in  the  settlement  proposal.  The 
weight  to  be  given  each  category,  ex¬ 
pressed  in  a  percentage,  will  depend  on 
the  importance  of  the  type  of  cost  or  the 
difficulties  in  the  accomplishment  of  the 
contractual  requirement.  No  specific 
formula  can  be  prescribed  for  developing 
the  weighted  percentages  for  each  cate¬ 
gory  of  costs;  the  weighting  necessarily 
must  be  predicated  on  proper  evaluation 
and  judgment  by  the  termination  con¬ 
tracting  officer  of  the  importance  and 
difficulties  of  the  various  categories  of 
work  and  the  circumstances  surrounding 
each  individual  contract.  Generally,  ma¬ 
terial  purchases  (including  purchased 
parts)  should  carry  a  lower  weight  than 
work  which  is  subcontracted  or  direct 
labor  costs  incurred  by  the  contractor. 
The  latter  category  of  costs  should  carry 
a  higher  weight  than  costs  incurred  for 
work  performed  for  the  contractor  out¬ 
side  its  own  plant. 

Example  of  the  first  step:  If  the  direct 
material  costs  represented  30  percent  and  the 
direct  labor  20  percent  of  the  contract  costs, 
these  percentages  should,  if  justified  by  a 
proper  evaluation,  be  adjusted  to  reflect  the 
fact  that  the  direct  labor  costs  represented  a 
greater  factor  in  work  accomplished  than 
that  represented  by  direct  material  costs, 
file  result  would  be  adjusted  weighted  per¬ 
centage  for  such  categories  of  perhaps  12 
percent  for  direct  material  (giving  considera¬ 
tion  to  the  extent  of  subcontracting  in¬ 
cluded)  and  28  percent  for  direct  labor. 

(2)  The  second  step  would  be  to  com¬ 
pare  the  actual  allowable  costs  incurred 
under  each  category  with  the  estimated 
costs  to  complete  such  category  of  work  to 
determine  the  extent  to  which  the  con¬ 
tractor  had  completed  each  element  in¬ 
cluded  in  the  claim. 

For  example,  if  the  actual  allowable  costs 
Incurred  for  direct  labor  was  $500,000  and  the 
estimated  direct  labor  costs  to  complete  the 
contract  was  $500,000,  the  direct  labor  would 
then  be  50  percent  complete  even  though  the 
original  estimated  direct  labor  costs  did  not 
correspond  with  the  total  of  the  actual  allow¬ 
able  costs  Incurred  and  the  estimated  costs  to 
complete  the  work  under  the  contract. 

(3)  The  third  step  would  be  to  multi¬ 
ply  the  percentage  of  completion  of  each 
category  (as  determined  in  step  2)  by  the 
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(weighted)  percentage  established  for  ticular  category  of  the  claim  would  rep- 


the  category  under  step  1.  Accordingly, 
if  the  direct  labor  was  50  percent  com¬ 
plete  (as  described  in  step  2)  and  the 
direct  labor  had  been  weighted  as  28  per¬ 
cent  (as  described  in  step  1),  this  par- 


resent  a  percentage  of  completion  under 
the  contract  of  14  percent. 

(4)  The  fourth  step  would  be  to  add 
the  percentage  of  completion  ascertained 
for  each  category. 


Example  of  Fixed-Fee  Computation  Descbibed  in  Subpabaqbaph  (b> 


1 

Negotiated 

estimated 

cost 

Percent¬ 
age  of 
total 

Weighted 
percent¬ 
age  of 
each 
category 

Allowable 

cost 

Incurred 

Estimated 
cost  to 
complete 

Percent¬ 
age  of 
comple¬ 
tion  each 
category 

Percent¬ 
age  of 
contract 
com¬ 
pleted 

1.  Direct  material,  including  sub¬ 
contract  parts _ _ 

$1, 200, 000 

30 

12 

K 

$700,000 

$350,000 

66*S 

8 

2.  Direct  labor . . 

800,000 

20 

28 

500,000 

500,010 

60 

14 

3.  Indirect  factory  expense . . 

1,000,000 

25 

32 

650,000 

650,000 

50 

16 

4.  Dies,  jigs,  fixtures,  and  special 

tools . . 

600,000 

15 

18 

720,000 

80,000 

90 

16.2 

5.  General  and  administrative 

expense . . . 

400,000 

10 

10 

270,000 

180,000 

60 

6 

Total  cost _  _  _ 

4,000,000 

100 

100 

2,840,000 

1,  760, 000 

60. 2 

The  above  method  of  computing  the  per¬ 
centage  of  completion  of  a  CPFF  con¬ 
tract  is  not  intended  to  be  inflexible 
where  the  settlement  of  the  fee  is  being 
effected  by  negotiation,  but,  in  such  cases 
it  can  ierve  as  a  useful  basis  for  arriv¬ 
ing  at  a  negotiated  adjustment  settle¬ 
ment  of  the  fixed  fee. 

(c)  It  should  be  hoted  that  in  the  de¬ 
termination  of  the  extent  of  completion, 
each  category  of  the  work  accomplished 
is  separately  evaluated,  giving  greater 
weight  to  those  elements  which  reflect 
the  more  substantial  or  significant  work. 
Thus,  if  the  production  costs  disclosed 
that  a  large  quantity  of  raw  material  was 
received  upon  which  only  a  small 
amount  of  direct  labor  hours  had  been 
incurred  when  compared  with  the  direct 
labor  hours  originally  estimated  under 
the  entire  contract,  then  it  would  be  ob¬ 
vious  that  very  little  fabrication  or 
work-in-process  had  been  performed  on 
the  material.  In  such  case,  the  allow¬ 
able  percentage  of  fixed  fee  relating  to 
the  direct  material  should  be  considered 
in  the  nature  of  a  handling  change  and 
weighted  lower  than  other  categories  of 
costs.  This  same  method  of  evaluation 
can  be  applied  to  tooling  costs,  engineer¬ 
ing,  and  other  costs  listed  in  the  claim. 

(d)  In  evaluating  the  category  of  tool¬ 
ing  costs,  care  should  be  taken  to  ascer¬ 
tain  if  the  completed  tooling  on  hand  at 
the  time  of  termination  represents  all 
the  tooling  required  under  the  entire 
contract.  The  fact  that  the  contractor 
has  on  hand  complete  tooling  in  connec¬ 
tion  with  that  portion  of  the  contract 
which  has  been  performed  does  not  mean 
that  the  tooling  is  100  percent  complete. 
In  order  for  the  tooling  to  be  100  percent 
complete,  it  must  be  all  the  tooling,  in¬ 
cluding  maintenance  -of  such  tooling 
which  would  have  been  required  had  the 
contract  been  fully  performed. 

(e)  The  ratio  of  costs  incurred  to  the 
total  estimated  costs  of  performing  the 
contract  is  another  method  of  determin¬ 
ing  percentage  of  completion.  However, 
inasmuch  as  any  substantial  overrun  or 
underrun  could  result  in  a  misleading 
percentage,  and  since  this  method  does 
not  take  into  consideration  the  various 
degrees  of  complexities  or  difficulties  of 
the  work  accomplished,  this  method  will 
rarely  be  used.  Its  real  value  lies  in  its 


use  for  comparison  with  the  percentage 
of  completion  figure  computed  under  the 
procedure  outlined  in  paragraph  (b)  of 
this  section. 

(f)  Another  method  of  arriving  at  an 
adjustment  of  the  fixed  fee  on  the  basis 
of  percentage  of  completion  is  to  have 
the  engineering  and  other  technical  per¬ 
sonnel  concerned  with  the  contract  eval¬ 
uate  the  percentage  of  completion  of 
work  under  the  contract  from  a  strictly 
technical  standpoint.  Here  again,  how¬ 
ever,  care  must  be  exercised  by  the  ter¬ 
mination  contracting  officer  to  insure 
that  the  technical  evaluation  is  based 
on  physical  completion  and  not  on  costs 
incurred  as  such  costs  may  represent  a 
substantial  overrun  or  underrun  of  the 
estimated  costs. 

(g)  In  adjusting  the  fixed  fee,  consid¬ 
eration  may  be  given  to  including  an 
amount  for  the  work  accomplished  by 
the  contractor  in  settling  its  subcon¬ 
tracts,  provided  the  fixed  fee  will  not  be 
based  on  the  amount  of  the  subcontract 
settlements. 

(h)  It  is  not  necessary  to  agree  on  the 
amount  of  fixed  fee  applicable  to  each 
element  of  the  termination  claim;  a 
lump-sum  fee  may  be  agreed  upon. 
However,  under  no  circumstances  will 
the  fixed  fee,  either  as  it  may  be  negoti¬ 
ated  as  to  each  category  of  the  claim  or 
as  a  lump  sum,  be  used  as  a  device  for 
allowing  the  contractor  either  costs  or 
fixed  fee  which  would  otherwise  be  dis- 
allowable. 

(i)  The  foregoing  methods  of  adjust¬ 
ing  the  fixed  fee  are  applicable  whether 
the  termination  involved  is  a  partial  or 
complete  termination  of  a  CPFF 
contract. 

(j)  If  a  contract  is  canceled  for  the 
default  of  a  contractor,  the  amount  of 
fixed  fee  which  may  be  allowed  under  the 
standard  CPFF  Termination  clause  is 
determined  on  the  basis  of  the  number 
of  completed  items  delivered  under  the 
contract  in  relation  to  the  total  number 
of  such  items  called  for  under  the  entire 
contract.  For  example,  if  the  contract 
calls  for  100  units  and  on  the  effective 
date  of  the  default  termination  the  con¬ 
tractor  has  delivered  one  completed  unit, 
the  fixed  fee  allowable  would  be  1/100 
o£  the  total  fixed  fee  under  the  contract. 
If  no  items  have  been  completed  and  de- 
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livered,  the  contractor  Is  not  entitled  to 
any  fee  regardless  of  the  status  of 
completion  of  work  under  the  contract. 

§  1008.514  Cost-type  contracts;  par¬ 
tial  termination.  In  order  that  the  ter¬ 
mination  contracting  officer  may  prop¬ 
erly  evaluate  and  adjust  the  fixed  fee  it  is 
necessary  that  he  ascertain  the  costs 
incurred  allocable  to  the  terminated 
portion  of  the  contract.  To  the  extent 
possible,  actual  costs  incurred  should  be 
obtained;  however,  if  they  are  unavail¬ 
able,  reliable  estimated  costs  may  be  used 
to  expedite  the  settlement.  The  amount 
of  the  fixed  fee  pertaining  to  the  work 
performed  on  the  terminated  portion  of 
the  contract  is  then  negotiated.  The 
settlement  will  reflect  a  decrease  in  the 
fixed  fee  ascertained  by  deducting  from 
the  total  amount  of  the  fixed  fee 
allocable  to  the  terminated  portion  of  the 
contract  the  amount  negotiated  as  com¬ 
pensation  for  work  performed  under  the 
terminated  portion.  The  decrease  in  es¬ 
timated  costs  is  established  by  deducting 
from  the  estimated  costs  allocable  to  the 
terminated  portion  of  the  contract  the 
actual  or  estimated  costs  incurred  in 
connection  with  the  terminated  portion. 
An  amendment  to  the  contract,  substan¬ 
tially  as  set  forth  in  §  1008.712-50,  should 
then  be  executed  to  decrease  and  reestab¬ 
lish  the  total  fixed  fee  and  estimated  costs 
under  the  contract  as  a  result  of  the  par¬ 
tial  termination.  This  amendment,  un¬ 
like  the  settlement  agreement  in  the  case 
of  a  complete  termination  of  the  contract, 
does  not  provide  for  payment  of  the 
amount  agreed  upon  as  a  result  of  the 
termination.  It  reestablishes  the  total 
contract  price  and  the  amount  of  the 
fixed  fee,  thus  enabling  the  contractor  to 
obtain  reimbursement  by  the  submission 
of  a  Standard  Form  1034  voucher  under 
the  contract  as  amended. 

§  1008.515  Audit  of  settlement  pro¬ 
posals  and  of  subcontract  settlements. 
(a)  Every  settlement  proposal,  whether 
that  of  a  contractor  or  subcontractor,  will 
be  subject  to  an  accounting  examination 
and  recommendations  regardless  of  the 
amount  involved. 

(b)  Each  contractor  and  each  sub¬ 
contractor  is  required  to  certify  that  he 
has  examined  the  settlement  proposals  of 
his  immediate  subcontractors  regardless 
of  the  amount  of  the  settlement  pro¬ 
posals.  The  termination  contracting 
officer  will  satisfy  himself  that  the  re¬ 
viewing  contractor  or  higher  tier  subcon¬ 
tractor  has  established  an  adequate  sys¬ 
tem  for  the  examination  of  these  settle¬ 
ment  proposals,  and  that  accounting  ex¬ 
aminations  are  accomplished  by  compe¬ 
tent  accounting  personnel.  The  termi¬ 
nation  contracting  officer  will  require  the 
contractor  to  submit  a  copy  of  the  ac¬ 
counting  examination  to  him  when  the 
subcontractor’s  settlement  proposal  is 
submitted  for  ratification  or  approval. 

§  1008.516  Contracting  officer’s  nego¬ 
tiation  memorandum,  (a)  The  settle¬ 
ment  memorandum,  which  is  required 
for  every  settlement  regardless  of  the 
amount  involved,  will  be  prepared  in  such 
a  manner  that  standing  alone  it  will  im¬ 
part  to  any  reviewing  authority  a  com¬ 
plete  narrative  summary  of  the  termina¬ 
tion  settlement. 
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Hon  c1?,ms  of  their  subcontractors.  A 
ubcontractor  has  no  contractual  rights 
Srectly  against  the  Government  upon 
,he  termination  of  a  prime  contract. 
The  rights  of  the  subcontractor  are 
ILinst  the  prime  contractor  or  inter¬ 
mediate  subcontractor  who  is  directly 
bligated  to  it  on  the  subcontract  it 
holds  It  is  recognized,  however,  that  the 
°  ount  of  the  subcontract  termination 
settlement  eventually  becomes  a  part  of 
the  prime  contract  termination  settle¬ 
ment  upon  approval  by  the  Government. 

In  certain  instances,  therefore,  it  is  ad- 
risable  for  the  termination  contracting 
officer  to  participate  in  the  negotiation 
settlements  between  the  prime  con¬ 
tractor  and  subcontractor;  this  would 
be  so,  particularly,  in  cases  where  large 
and  substantial  sums  are  involved.  In 
addition,  there  may  be  instances  where 
because  of  the  distances  involved  or  for^ 
other  reasons  assistance  by  the  Govern¬ 
ment  in  settling  the  terminated  subcon¬ 
tract  is  advisable. 

(b)  Circumstances  permitting  Gov¬ 
ernment  assistance.  Under  some  cir¬ 
cumstances,  the  termination  contracting 
officer  may  assist  the  prime  contractor  in 
settling  his  subcontracts.  However,  it  is 
emphasized  that  assistance  should  be 
provided  only  in  exceptional  cases  where 
the  interests  of  the  Government  may  be 
served  best.  An  example  is  a  situation 
where  the  prime  contractor  has  made  all 
reasonable  efforts  to  negotiate  a  settle¬ 
ment  of  subcontractor’s  claims,  such 
efforts  are  unsuccessful  or  appear  un¬ 
likely  to  meet  with  success,  and  assist¬ 
ance  by  the  Government  Will  facilitate 
expeditious  settlement  of  the  prime 
contract. 

(c)  Inter-AMA  referral  for  negotia¬ 
tion.  The  termination  contracting  offi¬ 
cer  will  obtain  the  prime  contractor’s 
consent  and  prepare  in  triplicate  a  let¬ 
ter  of  transmittal  of  the  subcontract 
case  for  negotiation.  The  letter  of  trans¬ 
mittal  will  contain  (or  inclose  in  tripli¬ 
cate)  the  following : 

(1)  Name  and  address  of  prime  con¬ 
tractor. 

(2)  Prime  contract  number. 

(3)  Termination  docket  number. 

(4)  Name  and  address  of  subcontrac¬ 
tor. 

(5)  Copy  of  terminated  subcontract. 

(6)  Copy  of  Termination  Notice  sent 
by  prime  contractor  to  subcontractor. 

(7)  Statement  cf  payments  made  for 
completed  items  and  any  other  advance 
or  partial  payments. 

(8)  Copy  of  termination  claim  filed  by 
subcontractor  if  a  claim  has  been  filed. 

(9)  Specific  detailed  reasons  in  sup¬ 
port  of  referral  for  direct  negotiation  of 
subcontractor’s  claim  by  the  Govern¬ 
ment. 
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(10)  Copy  of  correspondence  contain¬ 
ing  written  consent  given  by  the  prime 
contractor  to  direct  negotiation  on  be¬ 
half  of  the  prime  contractor  by  the  Gov¬ 
ernment  of  subcontractor’s  termination 
claim. 

(ID  Identification  of  assignees,  sure¬ 
ties,  and  guarantors  of  the  subcontrac¬ 
tor, 


(13)  Such  otl  er  available  inf ormation 
as  may  be  helpful  in  negotiations  and 
processing  of  subcontractor’s  claim. 

(d)  Action  by  AM  A  and/or  APD  office 
in  which  the  subcontractor  is  located. 
Upon  receipt  of  a  letter  of  transmittal 
of  a  subcontract  case  for  negotiation,  the 
chief  of  the  APD  or  the  AFPR  having 
jurisdiction  over  the  subcontractor  will 
assign  a  contracting  officer  and  any  other 
personnel  necessary  to  administer  the 
negotiation  of  the  amount  due  the  sub¬ 
contractor.  The  termination  contract¬ 
ing  officer  to  whom  the  subcontract  is 
assigned  will  have  complete  charge  of 
and  responsibility  for  handling  the  sub¬ 
contractor’s  claim  and  will  perform  the 
duties  normally  required  in  the  negotia¬ 
tion  of  the  amount  due  a  prime  contrac¬ 
tor  on  a  termination  claim.  Appropriate 
assistance  in  plant  clearance  matters 
will  be  furnished  by  the  office  in  whose 
jurisdiction  the  subcontractor  is  located. 
The  final  summary  of  plant  clearance 
activities  by  the  plant  clearance  officer 
will  be  made  directly  to  the  contracting 
officer  tA  whom  the  subcontract  is  as¬ 
signed,  instead  of  the  contracting  officer  * 
administering  the  prime  contract.  Di¬ 
rect  communication  between  the  con¬ 
tracting  officer  administering  the  ter¬ 
minated  subcontract  and  the  contract¬ 
ing  officer  administering  th3  prime  con¬ 
tract  is  authorized. 

(e)  Agreement  as  to  the  amount  due 
subcontractor.  When  the  subcontractor 
and  the  contracting  officer  have  agreed 
as  to  the  amount  due  on  the  subcon¬ 
tractor’s  termination  claim,  the  contract¬ 
ing  officer  will  execute  a  certificate  with 
respect  to  such  agreement.  If  no  agree¬ 
ment  can  be  reached  after  a  reasonable 
period  of  negotiation,  the  contracting 
officer  will  return  the  subcontract  file 
to  the  contracting  officer  administering 
the  terminated  prime  contract,  with  a 
summary  of  the  negotiations  and  the 
principal  bases  for  disagreement.  Every 
reasonable  effort  should  be  made,  how¬ 
ever,  to  establish  the  amount  due  the 
subcontractor  by  negotiation. 

(f)  Payment.  The  contracting  officer 
administering  the  negotiation  of  the 
amount  due  the  subcontractor  will  fur¬ 
nish  the  subcontractor  a  copy  of  thfe 
certificate.  Payment  in  these  cases  will 
be  made  through  the  prime  contractor 
just  as  in  any  other  termination  subcon¬ 
tract  settlement  subject  to  any  right  of 
set-off  which  the  prime  contractor  may 
have  against  the  subcontractor. 

(g)  Common  subcontractors.  The  pro¬ 
cedures  in  this  section  may  be  used  with 
respect  to  any  subcontractor  who  is  as¬ 
certained  by  the  cognizant  chief,  APD, 
to  be  a  common  subcontractor  for  sub¬ 
stantially  the  same  material  under  more 
than  one  unsettled  terminated  prime 
contract. 

(h)  Tripartite  settlements.  In  certain 
exceptional  instances  both  a  tripartite 
negotiation  and  settlement  agreement 
may  be  deemed  advisable.  Payment  of 
the  amount  of  settlement  in  such  cases 
should  be  made  through  the  prime 
contractor. 


assignment-of-rights  provision  of  the 
standard  termination  clauses,  the  termi¬ 
nation  contracting  officer  will  obtain  a 
written  assignment  from  the  contractor. 
When  the  settlement  has  been  agreed 
upon  between  the  subcontractor  and  the 
termination  contracting  officer,  the 
parties  will  enter  into  a  bilateral  settle'- 
ment  agreement  substantially  in  the 
form  set  forth  in  §  1008.712-54. 


§  1008.518-13  Settlement  of  subcon¬ 
tracts  assigned  to  the  Government — (a) 
General.  In  exceptional  cases  it  may  be 
advisable  or  appropriate  for  the  Govern-^ 
ment  to  assume  for  direct  settlement  the 
termination  claim  of  a  terminated  sub¬ 
contractor.  If  the  termination  contract¬ 
ing  officer  handling  a  prime  contractor’s 
termination  claim  is  of  the  opinion, 
from  all  the  facts,  that  the  interests  of 
the  Government  may  best  be  served  by 
effecting  a  direct  settlement  of  the  sub¬ 
contractor’s  termination  claim,  the  pro¬ 
cedure  in  paragraph  (b)  of  this  section 
will  be  followed.  The  following  are  some 
examples  of  situations  in  which  the  best 
interests  of  the  Government  would  be 
served  by  effecting  direct  settlements 
with  subcontractors: 

(1)  If  a  subcontractor  is  the  sole  source 
for  a  product  and  it  appears  that  a  delay 
by  the  prime  contractor  in  settlement  of 
its  claim  will  jeopardize  the  financial 
position  or  structure  of  the  subcon¬ 
tractor. 

(2)  If  the  business  relationship  be¬ 
tween  a  contractor  and  a  subcontractor 
has  deteriorated  to  such  an  extent  that 
fairness  or  the  best  interests  of  the  Gov¬ 
ernment  require  a  direct  settlement  with 
the  subcontractor. 

(3)  If  the  matter  is  of  such  urgency 
or  importance  to  the  AP  program  that 
abstaining  from  making  a  direct  settle¬ 
ment  would  impair  or  threaten  to  impair 
that  program. 

(b)  Procedure.  (1)  The  termination 
contracting  officer  will  send  a  letter  to 
AMC,  recommending  and  requesting  ap¬ 
proval  to  assume  the  subcontractor’s 
termination  claim  for  direct  settlement. 
The  contracting  officer  will  set  forth  in 
the  letter  the  pertinent  facts  relating  to 
the  claim  and  will  specify  the  reasons 
relied  upon  by  the  contracting  officer  in 
recommending  the  assumption  for  direct 
settlement. 

(2)  If  the  request  is  approved  by  AMC, 
the  contracting  officer  will  then  obtain 
from  the  prime  contractor  an  assign¬ 
ment.  In  addition,  the  contracting  offi¬ 
cer  should  obtain  from  the  subcontractor 
whose  termination  claim  is  being  as¬ 
sumed  by  the  Government  for  direct  set¬ 
tlement  a  written  concurrence. 

(3)  The  contracting  officer  will  then 
process  the  settlement  according  to  nor¬ 
mal  termination  procedures.  Upon  set¬ 
tlement  of  the  termination,  the  contract¬ 
ing  officer  will  prepare  and  enter  into  a 
direct  settlement  agreement  with  the 
subcontractor. 


§  1008.522  Partial  payments  upon 
termination . 


)r. 

(12)  A  summary  of  all  prior  negotia¬ 
tions  between  the  prime  contractor  and 
the  subcontractor. 


§  1008.518-12  Assignment  of  rights 
under  subcontracts.  If  the  Government 
assumes  the  direct  settlement  of  a  sub¬ 
contractor  termination  claim  under  the 


§  1008.522-4  Security  for  partial  pay¬ 
ments.  (a)  Generally,  the  Government 
should  take  title  to  any  property  when  a 
partial  payment  is  made  to  the  contrac¬ 
tor.  In  such  instances,  a  written  transfer 


a 
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in  determining  the  amount  of  the  sub  ‘ 
contract  cancellation  charges  and  in  dis¬ 
posing  of  the  subcontractor’s  termina 
tion  inventories  to  be  included  in  the 
contractor’s  claim  for  equitable  adjust 
ment.  The  amount  of  any  such  sub; 
contract  settlements  which  have  been 
approved  or  ratified  by  a  contractile 
officer  will  be  accepted  as  a  proper  cost 
by  the  contracting  officer,  Hq  _amc  1 
responsible  for  negotiating  the  equitable 
adjustment  necessitated  by  the  change  i 
and,  in  the  case  of  cost-reimbursement 
type  contracts,  will  be  recognized  as  a 
reimbursable  item  of  cost  by  the  ad- 
ministrative  contracting  officer  respon"  1 
sible  for  certifying  the  public  voucher 
covering  such  costs. 

(c)  Procedure.  (1)  Costs  quoted  as  a 
part  of  Engineering  Change  Proposal* 
submitted  by  contractors  may  be  based 
upon  preliminary  estimates,  including 
the  estimated  cost  of  settling  subcon¬ 
tracts  to  be  terminated  and  estimated 
property  disposal  credits.  CCN’s  may  be 
issued  on  such  proposals  based  upon 
those  estimates. 

(2)  To  the  extent  that  supplemental 
agreements  that  formalize  CCN’s  involve 
subcontract  cancellation  charges  and 
property  disposal  credits,  they  will  be 
based  upon  actual  settlement  costs  and 
actual  credits. 

(i)  If  the  quotation  to  be  formalised 
by  a  contract  supplemental  agreement 
involves  charges  for  property  made  ob¬ 
solete  or  excess  by  reason  of  a  contract 
modification  or  engineering  change,  and 
the  property  disposal  action  has  been 
completed,  the  contractor  will  be  re¬ 
quired  to  indicate:  The  manner  in  which 
credit  has  been,  or  is  to  be,  allowed  the 
Government  for  such  property,  or  that 
that  property  has  been  turned  over  to 
the  Government.  To  the  extent  that 
property  has  been  turned  over  to  the 
Government,  the  quotation  will  be  ac¬ 
companied  by  an  inventory  of  such 
property.  In  order  that  there  is  no  delay 
in  issuance  of  supplemental  agreement*, 
in  the  event  property  disposition  is  in¬ 
complete  at  the  time  the  supplemental 
agreement  can 


tions  being  made  and  as  to  the  manner  i 
in  which  the  deductions  are  to  be  given  < 
effect  in  transmitting  payments  down  ] 
the  contractual  chain. 

§  1008.551  Settlement  of  unadjusted  \ 
contractual  changes  ( XJCC’s ).  (a)  If 

the  outstanding  UCC’s  relate  to  both  the 
terminated  and  the  continuing  portions 
of  the  contract,  the  TCO  will  effect  the 
termination  settlement  on  the  basis  of 
the  established  contract  price  as  it  exists 
prior  to  its  being  adjusted  as  a  result  of 
the  unadjusted  contractual  changes.  In 
such  cases,  a  provision  should  be  in¬ 
cluded  in  the  settlement  agreement  re¬ 
serving  the  contractor’s  rights  with  re¬ 
spect  to  the  outstanding  UCC’s.  If  all 
the  outstanding  UCC’s  are  formalized  by 
the  procuring  contracting  officer  (buyet) 
prior  to  the  termination  settlement  of 
the  partial  termination,  the  revised  con¬ 
tract  price  will  be  used  as  the  basis  for 
the  settlement  of  the  partial  termination. 
In  such  cases,  a  reservation  of  the  con¬ 
tractor’s  rights  is  not  required. 

(b)  Contractual  documents.  Prior  to 
execution  of  the  termination  supple¬ 
mental  settlement  agreement,  each  UCC 
relating  to  the  terminated  portion  must 
be  either  incorporated  in  an  executed 
contractual  instrument  by  the  buyer,'  in¬ 
corporated  in  the  termination  supple¬ 
mental  settlement  agreement,  or  ex¬ 
pressly  excluded  in  the  termination  sup¬ 
plemental  settlement  agreement,  \yhen 
UCC’s  are  formalized  in  the  termination 
settlement,  a  statement  and  listing  of 
the  UCC’s  which  have  been  included  in 
the  settlement  will  be  incorporated  in 
the  termination  supplemental  settlement 
agreement. 

§  100S.555  Settlement  of  claims  and 
property  disposal  resulting  from  engi¬ 
neering  changes,  (a)  Property  which 
becomes  obsolete  or  excess  by  reason  of 
a  contract  mod  fication  or  engineering 
change  under  a  fixed-price  prime  con¬ 
tract  will  be  disposed  of  according  to 
appropriate  provisions  of  Subpart  F, 
Part  8,  Chapter  I,  of  this  title,  if  the  cost 
of  the  property  is  involved  in  the  con¬ 
tractor’s  claim  for  an  equitable  adjust¬ 
ment  in  price.  All  property  which  be¬ 
comes  obsolete  or  excess  by  reason  of  a 
contract  modification  or  an  engineering 
change  under  a  cost-reimbursement 
contract  will  be  disposed  of  according  to 
appropriate  provisions  of  Subpart  F,  Part 
8,  Chapter  I,  of  this  title.  If  such  obso¬ 
lete  or  excess  property  has  been  retained 
or  disposed  of  by  the  contractor  at  prices 
approved  by  the  contracting  officer  or 
properly  authorized  plant  clearance  offi¬ 
cer,  according  to  Subpart  F,  Part  8, 
Chapter  I,  of  this  title,  the  amount 
agreed  upon  for  the  retention  or  the 
amount  realized  from  the  disposition 
will  be  recognized  as  the  proper  credit 
to  be  allowed  for  the  property  by  the 
contracting  officer,  Hq  AMC,  or  the  con¬ 
tracting  officer  of  the  appropriate  AMC 
field  procurement  activity,  responsible 
for  negotiating  the  adjustment  necessi¬ 
tated  by  the  change. 

(b)  If  contract  modifications  or  engi¬ 
neering  changes  in  prime  contracts  re¬ 
sult  in  a  total  or  partial  cancellation  of 
any  subcontracts,  the  provisions  of  Part 
8,  Chapter  I,  of  this  title  will  be  followed 


of  title  from  the  contractor  to  the  Gov¬ 
ernment  of  the  property,  free  and  clear 
of  any  and  all  encumbrances  thereon, 
will  be  obtained.  Where  the  termination 
contracting  officer  deems  it  in  the  best  in¬ 
terest  of  the  Government  not  to  accept 
title  upon  the  making  of  a  partial  pay¬ 
ment  to  the  contractor,  a  form  of  lien 
will  be  obtained  from  the  contractor  as 
security  for  the  partial  payment. 

(b)  Whenever  any  property,  upon 
which  the  Government  has  title  or  a  lien 
by  virtue  of  a  partial  payment,  is  disposed 
of  by  a  contractor  pursuant  to  authori¬ 
zation  therefor  by  the  termination  con¬ 
tracting  officer,  the  proceeds  received  or 
derived  from  such  disposal  will  be  im¬ 
mediately  credited  to,  or  turned  over  to, 
the  Government  in  the  manner  directed 
by  the  contracting  officer. 

§  1008.550  Recoupment  of  renegotia¬ 
tion  debts — (a)  Definitions.  As  used 
in  this  section,  the  following  terms  will 
have  the  meanings  indicated: 

(1)  “Defaulting  contractor”  is  a  prime 
contractor  or  a  subcontractor  in  default 
in  payment  of  its  indebtedness  to  the 
United  States  for  profits  agreed  or  deter¬ 
mined  to  be  excessive  under  statutory  re¬ 
negotiation  proceedings. 

(2)  “Default  list”  is  the  list  of  default¬ 
ing  contractors,  entitled  “Contractors 
Indebted  to  the  United  States,”  issued 
periodically  by  the  Chief,  Finance  Divi¬ 
sion,  Comptroller  Department,  Hq  USAF. 

(b)  Responsibilities.  Contracting  of¬ 
ficers  charged  with  the  settlement  of  ter¬ 
minated  contracts  will  determine  from 
the  default  list  the  renegotiation  debt 
status  of  each  prime  contractor  and  sub¬ 
contractor  whose  termination  claim  is  in 
process  of  settlement.  Contracting  offi¬ 
cers  will  make  a  reasonable  effort,  under 
the  circumstances  of  each  case,  to 
identify  all  subcontractors  who  have  sub¬ 
mitted  claims  under  terminated  prime 
contracts  for  the  purpose  of  determining 
from  the  default  list  the  renegotiation 
debt  status  of  each  such  subcontractor. 
Such  renegotiation  debt  status  will  be 
coordinated  with  the  appropriate  finance 
officer. 

(c)  Procedures.  (1)  The  contracting 
officer  negotiating  a  termination  settle¬ 
ment  will  direct  the  prime  contractor  to 
make  no  termination  payments  to  any 
defaulting  subcontractor,  except  after 
withholding  for  the  account'  of  the  Gov¬ 
ernment,  the  amount  of  subcontractor’s 
renegotiation  debt  to  the  Government. 

(2)  Proof  of  withholding  for  the  ac¬ 
count  of  the  Government,  or  of  payment 
to  the  Government,  will  be  accepted  by 
the  contracting  officer  as  satisfaction  of 
the  defaulting  subcontractor’s  claim  to 
the  extent  of  the  amount  so  withheld  or 
paid  over. 

(3)  Whenever  the  contracting  officer 
sends  a  finance  officer  a  voucher  for  a 
partial  payment  or  a  settlement  pay¬ 
ment,  any  of  the  proceeds  of  which 
would  normally  be  paid  to,  or  for  the 
benefit  of,  any  defaulting  contractor,  he 
will  attach  to  the  voucher  a  statement 
enabling  the  finance  officer  to  make  ap¬ 
propriate  deductions  and  requesting  the 
finance  officer  to  advise  the  payee  of  the 
deductions  made.  At  the  same  time,  the 
contracting  officer  will,  by  letter,  advise 
the  payee  of  the  voucher  as  to  the  deduc- 


otherwise  be  accom¬ 
plished,  property  disposal  credits  maybe 
excluded  from  the  supplemental  agree¬ 
ment  and  reserved  for  future  settlement 
by  appropriate  reference  in  the  supple-’ 
mental  agreement.  In  this  event,  the 
property  will  be  accounted  for,  and  any 
credits  may  be  accumulated  and  Subse¬ 
quently  credited  to  the  contract  provided 
there  is  no  undue  delay  in  processing  the 
credits. 

(ii)  If  it  is  impractical  to  segregate 
property  disposal  credits  by  supple¬ 
mental  agreement  or  by  contract,  such 
credits  may  be  allowed  to  the  Govern* 
ment  in  such  other  manner  as  the  con¬ 
tracting  officer  may  approve,  provided 
such  credits  to  the  Government  fully 
reflect  actual,  not  estimated,  property 
disposal  credits,  to  which  the  Govern¬ 
ment  is  entitled.  In  this  case,  the  con¬ 
tracting  officer  must  determine  that  the 
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(settlements  approved  or  ratified  by  a 
contracting  officer.  In  order  that  there 

be  no  delay  in  issuance  of  a  supple¬ 
mental  agreement,  in  the  event  it  is  im¬ 
possible  to  agree  upon  actual  subcon¬ 
tractor  cancellation  charges  at  the  time 
{he  supplemental  agreement  is  accom- 
Jjjshed,  such  charges  may  be  excluded 
and  reserved  for  future  settlement,  pro¬ 
le  Tided  the  contractor  submits  with  his 
L  proposal  a  list  of  the  subcontracts  to  be 
ft  adjusted  and  an  estimate  of  the  maxi- 
*  mum  amount  of  funds  required  for 
settlement  of  the  excluded  subcontracts, 
in  such  case,  the  supplemental  agree¬ 
ment  accomplishing  the  adjustment  will 
specifically  exclude  subcontracts  not  yet 
settled  and  will  include  an  agreement 
for  the  settlement  of  the  excluded  sub¬ 
contracts  at  a  later  date,  and  subsequent 
quotations  may  be  submitted,  including 
actual  subcontract  cancellation  charges, 
and  formalized  by  supplemental  agree¬ 
ment.  (Subcontract  cancellation  charges 
\  ,  subsequently  submitted  may  be  accumu¬ 
lated  for  incorporation  in  a  supplemental 
agreement  provided  they  are  referenced 
to  the  applicable  change  orders  which 
generated  such  cancellation  charges.) 

(d)  Price  contractor’s  cost-reimburse¬ 
ment  type  proposal  for  adjustment  in  fee. 
Proposals  of  a  cost-reimbursement  type 
for  adjustment  in  fixed  fee  by  reason  of 
an  engineering  change  may,  in  the  ab¬ 
sence  of  actual  known  costs  and  to  the 
-  extent  deemed  proper  by  the  contracting 
officer,  be  based  on  estimates.  In  ad¬ 
justing  the  prime  contractor’s  fixed  fee, 
fee  amount  of  subcontractors’  termina¬ 
tion  claim  settlements  will  not  be  used 
as  the  basis  for  the  adjustment.  How¬ 
ever,  consideration  may  be  given  in 
adjusting  the  prime  contractor’s  fixed 
fee  to  the  work  performed  under  the 
terminated  subcontracts  and  the  work 
accomplished  by  the  prime  contractor 
in  effecting  settlements  of  its  termi¬ 
nated  subcontracts. 

SUBPART  F— TERMINATION  INVENTORY 

S  1008.600  Scope  of  subpart.  If  prop¬ 
erty  which  has  become  obsolete  or  excess 
by  reason  of  a  contract  modification,  en¬ 
gineering  change,  or  price  redetermina¬ 
tion,  has  been  retained  or  disposed  of  by 
fee  contractor  at  prices  approved  by  the 
contracting  officer,  or  properly  author¬ 
ized  plant  clearance  officer,  according  to 
this  subpart,  the  amount  agreed  upon  for 
fee  retention  or  the  amount  realized  for 
fee  disposition  will  be  recognized  as  the 
proper  credit  to  be  allowed  for  the  prop- 
!  erty  by  the  contracting  officer  responsible 
for  negotiating  the  adjustment  necessi- 
i  '  tated  by  the  change  or  the  price  redeter - 
mination  clause. 

S  1008.601  General  policies. 

§  1008.601-2  Responsibility  for  sales. 

,  j  The  contractor  is  required  to  use  its 
r  ]  best  efforts  to  sell  termination  inventory, 
,  including  termination  inventory  in  the 
,  L  Possession  of  subcontractors,  in  the  man- 
,  ner,  at  the  times,  to  the  extent,  and  at 
j  the  price  or  prices  directed  or  authorized 
by  the  termination  contracting  officer, 
j  With  respect  to  property  which  has  be- 
e  601116  excess  other  than  by  termination  of 
i(  a  contract,  the  contractor  may  be  re¬ 
quired  under  the  terms  of  the  contract  to 
j  render  assistance  in  the  sales  thereof.  In 
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this  instance  the  plant  clearance  officer 
or  the  termination  contracting  officer  will 
follow  the  terms  of  the  contract.  In  the 
absence  of  a  contractual  provision,  the 
contractor’s  assistance  will  be  requested. 

(b)  Contractors  may  retain  termina¬ 
tion  inventory  or  otherwise  effect  dispo¬ 
sal  if  the  Government  does  not  exercise 
its  option  to  acquire  title  to  such  termi¬ 
nation  inventory.  When  this  informa¬ 
tion  is  available,  the  option  will  be  set 
forth  in  the  Notice  of  Termination;  oth¬ 
erwise  the  Government  will  notify  the 
contractor  as  soon  as  possible. 

§  1008.603  Inventory  schedules. 

§  1008.603-1  Submission  of  inventory 
schedules.  Termination  inventory 
schedules  are  prepared  by  the  contractor 
with  the  aid  and  assistance  of  the  plant 
clearance  officer  and  generally  serve  two 
principal  purposes:  To  support  the 
amount  of  inventory  costs  included  in  the 
contractor’s  claim,  and  to  aid  in  arrang¬ 
ing  for  the  removal,  storage,  sale,  or 
other  disposition  of  contractor  inventory. 
All  property  resulting  from  terminations, 
changes,  or  completions  of  contracts 
must  be  listed  on  termination  inventory 
schedules,  including  excess  Government- 
owned  property  and  any  other  contrac¬ 
tor-owned  property  which  the  Govern¬ 
ment  is  obligated,  or  has  an  option,  to 
take  over  for  any  reason. 

§  1008.608  Sale  or  other  disposition  of 
termination  inventory. 

§  1008.608-2  Competitive  sales,  (a) 
Contractor  sales:  Contractor  sales  in¬ 
clude  all  sales  of  termination  inventory 
made  by  AP  contractors,  whether  or  not 
such  sales  are  subject  to  approval  of  a 
contracting  officer.  Contractor  sales  may 
be  made  of  property  owned  by  the  con¬ 
tractor  or  by  the  Government,  if  the  Gov¬ 
ernment  has  the  right  to  receive  the  pro¬ 
ceeds  of  sale  or  a  credit  for  such  proceeds. 
If  a  sales  contract  requires  approval  of  a 
contracting  officer,  any  plant,  clearance 
officer  may  be  designated  as  an  author¬ 
ized  representative  of  the  contracting 
officer.  Sales  are  to  be  evidenced  by 
forms  used  by  the  contractor  provided 
they  are  donsonant  with  good  business 
practices. 

(b)  Direct  sales:  Direct  sales  include 
all  sales  made  by  contracting  officers  or 
plant  clearance  officers,  and  may  only  be 
made  of  property  owned  by  the  Govern¬ 
ment.  In  no  case  will  property  be  dis¬ 
posed  of  by  direct  sale  when  provisions 
exist  for  crediting  the  proceeds  of  a  con¬ 
tractor  sale  to  an  AP  contract  or  termi¬ 
nation  settlement  claim,  or  where  the- 
contractor  has  incurred  expenses  in  ef¬ 
fecting  the  sale. 

(c)  The  following  additions  to  Gen¬ 
eral  Sale  Terms  and  Conditions,  will  be 
made  a  part,  by  attachment,  of  any 
invitation  for  bid  which  offers  for  sale 
definite  quantities  of  property  on  a  unit- 
price  basis.  Such  additions  will  be  ap¬ 
propriately  numbered  as  indicated  in  this 
paragraph. 

No.  17.  Deposits  or  bonds  to  accompany 
bids.  Bids  must  be  accompanied  by  bid 
deposits  of  cashier’s  check,  certified  check 
or  postal  money  order  made  payable  to  the 
Treasurer  of  the  United  States,  bonds  or 
notes  of  the  United  States  (at  par  value) 
deposited  in  accordance  with  Treasury  De¬ 


partment  Regulations  or  by  a  bid  bond  on 
the  standard  Government  form  (U.  S.  Stand¬ 
ard  Form  24)  in  an  amount  equal  to  at 
least  20  percent  of  the  total  sum  of  the  bid. 
Bids  received  not  accompanied  by  the  re¬ 
quired  bid  deposit  or  bid  bond  may  not  be 
considered.  If  the  bidder  does  not  receive 
an  award,  or  if  a  bid  deposit  exceeds  the 
total  sum  bid  on  the  items  accepted  by  the 
Government,  such  bid  deposit  or  excess 
thereof  will  be  promptly  returned  •  to  the 
bidder  or  purchaser.  In  other  cases,  the 
bid  deposit  will  be  retained  as  a  guaranty 
for  faithful  performance  of  the  contract: 
Provided,  however.  That  if  a  bid  bond  is 
submitted,  it  must  be  replaced  immediately 
upon  the  acceptance  of  the  bid  by  a  per¬ 
formance  bond  on  the  Standard  Government 
form  (U.  S.  Standard  Form  25)  In  an  amount 
equal  to  at  least  20  percent  of  the  total  sum 
of  the  items  awarded  or  the  bidder  may 
deposit  cashier’s  check,  certified  check,  or 
postal  money  order  made  payable  to  the 
Treasurer  of  the  United  States  or  bonds  or 
notes  of  the  United  States  (at  par  value) 
deposited  in  accordance  with  Treasury  De¬ 
partment  Regulations  but  such  performance 
bonds  or  deposit  shall  not  in  any  event  ex¬ 
ceed  100  percent  of  the  award:  And  provided 
further.  That  if  the  deposit  consists  of 
cashier’s  check,  certified  check,  postal  money 
order,  or  United  States  bonds  or  notes  and 
the  contract  by  its  terms  cannot  be  per¬ 
formed  in  less  than  30  days,  the  purchaser 
shall  have  the  option  of  substituting  a  per¬ 
formance  bond  on  U,  S.  Standard  Form  25  in 
an  amount  equal  to  20  percent  of  the  total 
sum  of  the  items  awarded. 

No.  18.  Cash  payment.  Notwithstanding 
the  provisions  of  the  clause  entitled  “Pay¬ 
ment,”  payment  in  cash  will  not  be  accepted 
under  this  contract. 

No.  19.  Damage  to  property  of  a  Govern¬ 
ment  contractor.  The  purchaser  shall  re¬ 
imburse  the  Government  for  any  damage  to 
the  property  of  a  Government  contractor  or 
subcontractor  caused  by  the  removal  opera¬ 
tions  of  the  purchaser. 

No.  20.  Adjustment  for  variation  in  quan¬ 
tity.  When  property  is  sold  on  a  unit-price 
basis,  the  Government  reserves  the  right  to 
vary  the  quantity  tendered  or  delivered  to 
the  purchaser  by  10  percent.  If  the  Govern¬ 
ment  tenders  or  delivers  a  quantity  up  to 
10  percent  in  excess  of  that  stated  in  the 
invitation  for  bid,  the  purchaser  agrees  to 
accept  such  quantity  and  pay  the  Govern¬ 
ment  therefor  at  the  unit  price  set  forth  in 
this  contract.  If  the  Government  tenders 
or  delivers  a  quantity  less  than  that  stated 
in  the  Invitation  for  bid,  the  purchaser 
agrees  to  accept  the  quantity  tendered  or 
delivered  unless  the  variation  exceeds  10 
percent  of  the  quantity  stated  in  the  invita¬ 
tion  for  bid.  In  such  event  the  Govern¬ 
ment  will  refund  the  purchaser  the  differ¬ 
ence  between  the  quantity  paid  for  and  the 
quantity  delivered,  calculated  upon  the  basis 
of  the  unit  price  set  forth  in  this  contract. 

No.  2i.  Liability  for  damage.  The  Gov¬ 
ernment  accepts  no  liability  for  damages  to 
the  purchaser’s  equipment,  to  its  employees 
or  to  anything  or  person  whatsoever. 

No.  22.  Nondiscrimination  in  employment. 
(Insert  the  clause  set  forth  in  ASPR  12-804 
(32  CFR  12.804),  substituting  the  word  “pur¬ 
chaser”  for  “contractor”  wherever  found  in 
this  clause.) 

No.  23.  Warranty  against-  multiplicity  of 
bids.  If  an  individual  or  partner,  the  bidder 
warrants  that  he  has  no  property  Interest 
in  any  other  bidder,  who,  to  his  knowledge, 
has  submitted  a  bid  in  response  to  the  same 
item  number (s)  in  this  invitation  as  bid 
herein;  if  a  corporation,  the  bidder  war¬ 
rants  that  it  is  not  affiliated  by  stock  owner¬ 
ship  or  community  or  financial  interest  with 
any  other  corporation  which,  to  the  knowl¬ 
edge  of  the  corporate  signatory,  has  sub¬ 
mitted  a  bid  in  response  to  the  same  item 
number  or  numbers  of  the  invitation  as 


RULES  AND  REGULATIONS 


§  1008.608-6  Applicability  of  antitrust  §  1008.614  Subcontractor  termination 
laws,  (a)  Pursuant  to  §  8.608-6  of  this  inventory.  If  settlement  of  subcontrac. 
title,  whenever  property  with  a  total  ac-  tors’  termination  proposals  under  $i  con 
quisition  cost  to  the  Government  of  or  between  $1,000  and  $10,Q00,  without 
$1,000,000  or  more  is  offered  for  sale  by  approval  or  ratification  is  authorize 
competitive  bid,  a  provision,  comparable  no  screening  or  referral  action  is  re. 
to  the  following  statement,  will  be  in-  quired.  In  the  absence  of  the  authors 
eluded  in  the  invitation  for  bids:  zation  noted,  subcontractors’  inventoried 

If,  under  this  invitation,  a  bidder  is  the  located  outside  the  geographical  area  of 
successful  bidder  on  property  with  a  total  tfie  termination  contracting  officer  may 
acquisition  cost  to  the  Government  of  be  referred  to  the  plant  clearance  officer 
$1,000,000  or  more,  the  award  will  be  subject  in  the  area  in  which  the  subcontract® 
to  a  determination  by  the  Attorney  General  JS  located  for  the  purpose  of  effecting 
that  the  award  would  not  be  incompatible  plant  clearance  action.  When  referral, 
with  existing  antitrust  laws.  for  piant  clearance  of  subcontractors’ 

(b)  In  a  negotiated  sale  of  property  inventories  are  made,  the  -  termination 
with  a  total  acquisition  cost  of  $1,000,000  contracting  officer  and  the  plant  clear- 
or  more,  the  prospective  purchaser  will  ance  officer  will  observe  the  following; 
be  informed  that  final  consummation  of  In  the  initial  conference  to  be 

the  sale  is  subject  to  determination  by  field  with  the  prime  contractor,  or  as 
the  Attorney  General  that  the  sale  would  soon  thereafter  as  practicable,  the  con- 
not  be  incompatible  with  existing  anti-  tracting  officer  and  plant  clearance  of- 
trust  laws.  fleer  charged  with  reviewing  subcon. 

,  , .  .  .  tractors’ claims  resulting  from  the  term. 

Sicmeio  Destruction  or  abandon-  Nation  or  modification  of  the  prime  d 
meat.  If  the  acquisition  cost  of  mate-  tract  wiu  obtain  the  following  inform, 
ml,  including  Government-furnished  tion  whenevel.  subcontractor’s  inventor, 
property,  exceeds  $1,000,  it  will  not  be  is  jnvoivecj  17 

destroyed  or  abandoned  without  prior  (1)  Nam'e  and  addrcss  f  „  ^ 

approval  of  a  property  disposal  review  tractors  whose  subcontracts  have  tea 
b°a™>  according  to  the  Pto™10115  of  or  will  be  terminated. 

18  613-2  (d>  of  this  title.  If  the  acqul-  (2)  Purchase  ordcr  numbers  assign^ 
sition  cost  of  the  material,  including  b  the  prime  contractor  to  all  terminated 
Government-furnished  property,  exceeds  subcontractors 

$100,000,  it  will  not  be  destroyed  or  aban-  (3)  c  of  termination  notice  issued 
doned  without  obtaining  the  additional  p__h  cuhrontmetor 

prior  approval  of  the  Property  Disposal  (4)  Approximate  acquisition  cost  ol 
Review  Board  located  at  Hq  AMC.  inventory,  if  known. 

§  1008.612  Removal  and  storage.  The  plant  clearance  officer  should  in- 

$  1008.612-50  Storage  of  contractor  form  the  prime  contractor  of  the  need 
inventory  at  no  cost  to  the  Government. 

(a)  The  procedures  outlined  herein  are  ]  “  e  Prepaiation  of  inventory  sched- 

nrnX’r'Iv  hu  <b>  All  inventory  schedules  prepared 

property,  which  has  become  excess  by  b  th  5ubcontractor  will  be  submitted 

!f*s°p »y  the  subcontractor  (certified  by  SS 

rotor'll’,  no  as  to  allocability  to  the  terminated  eon- 
be  accomplished  by  the  contractor  at  no  ,  , 

cost  to  the  Government.  trfctj  f°  the  pnme  contractor-  Partial 

(b)  The  nlant  clearance  officer  sub-  ?chedules  covering  substantial  portions 
i  L  of  contractor  inventory  may  be  submit- 

ject  to  the  appioval  of  the  contracting  x  j  I  whirh  rase  a  nrime  contractor 
officer,  will  have  prepared  an  appropriate  ir?  ™mcn  case  a  p^.ime  con;r*ct°r 

-toraee  contract  The  agreement  should  wlU  mdicate  by  written  certificate 

be°executed^byCan  officiaf  o^the^ontrac-  7h?‘hei'  tPe  prope,rt5:  M 

tor  and  the  extracting  officer  to  the  subcontractor’s  terminated  con- 

tor  and  the  rontracting  officer.  tract,  and  will  deliver  the  schedules  tc 

c)  ^ai.e  be  tf^en  to  insure  that  th  contracting  officer  responsible  foi 
the  cost  of  storage  which  is  purported  to  reviewin£.  subcontractors’  claims 
be  at  no  cost  to  the  Government  is  not  reviewin§  subcontractor  claims. 

being  recovered  by  the  contractor  as  an  §  1008.653  Redistribution  and  dis< 
indirect  charge  to  other  Government  posal  of  contractor  inventory ;  foreign 
work  unless  expressly  approved  by  the  8  ioos.653-8  Sales,  (a)  The  contrsc 

eontiactmg  officer.  ,  tor,  if  called  upon,  is  required  to  use  it 

(d)  Where  it  is  anticipated  that  there  best  efforts  t0  £n  tel.minatlon  lnventor 

may  be  future  additional  storage  require-  (see  contract  termination  clause),  in 
mente  for  property  generated  under  any  cludl  termination  inventory  inti 
of  the  contractor  s  AP  contracts,  and  enWntvoMnrc  in  thoman 

that  such  storaee  mav  also  be  at  no  cost  P°ssessi0n  of  subcontractors,  in  the  man 
tnat  suen  stoiage  may  also  oe  at  no  cost,  at  the  times  to  the  extent,  and  a 

the  storage  contract  may  be  made  “open-  theprice  or  prices  directed  or  authorize 

fovroinofinn  nrvnfvQAflllff  fiffifiPI 
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(tv  of  using  either  a  contractor  sale  or  the 
^vices  of  the  established  disposal 
Personnel  of  the  procuring  ac¬ 
uity  will  not  themselves  undertake 
sales  of  surplus  contractor  inventory  un¬ 
less  specific  approval  is  obtained  from 
chief  of  the  foreign  procurement  ac- 
«Jity  or  his  delegated  representative. 

(b)  Custom  duties,  taxes,  or  similar 
charges  may  be  levied  by  certain  foreign 
governments  against  the  seller  or  pur¬ 
chaser  of  foreign  excess  property  sold 
within  their  jurisdiction.  Each  sales  of¬ 
fering  will  include  a  statement  and  each 
contract  will  include  a  clause  providing 
that  the  purchaser  will  pay  all  duties, 
taxes,  etc.,  and  furnish  the  AP  con¬ 
tracting  officer  receipts  therefor,  prior  to 
the  release  of  the  property.  Since  the 
laws  of  each  country  in  which  foreign 
excess  property  may  be  sold  will  govern 
the  assessment  and  collection  of  duties, 
taxes,  etc.,  the  United  States  diplomatic 
or  consular  representative,  in  the  area 
where  the  sales  are  to  be  made,  will  be 
-consulted  and  requested  to  effect  appro¬ 
priate  arrangements  with  the  foreign 
government  concerned. 

(c)  All  notices  of  sale  and  all  sales 
contracts  will  include  the  following  pro¬ 
vision? 

The  property  sold  hereunder  will  not  be 
imported  into  the  United  States  of  America, 
unless  the  Secretary  of  Agriculture  (in  the 
case  of  any  agricultural  commodity,  food,  or 
cotton  or  woolen  goods),  or  the  Secretary  of 
Commerce  (in  the  case  of  any  other  prop¬ 
erty)  has  determined  that  the  importation  of 
such  property  would  relieve  domestic  short¬ 
ages  or  otherwise  be  beneficial  to  the  econo¬ 
my  of  the  United  States,  and  this  sale  is  made 
expressly  subject  to  this  condition. 

SUBPART  G — FORMS 

{ 1008.712-50  Supplemental  settlement 
agreements  for  CPFF  partial  termina¬ 
tions.  The  following  supplemental  agree- 
[ ,  ment  will  be  used  in  settlements  of  CPFF 
partial  termination  claims  covering  ad¬ 
justment  of  estimated  cost  and  fixed  fee. 

SUPPLEMENTAL  SETTLEMENT  AGREEMENT 

This  Supplemental  Settlement  Agreement 

entered  into  this _ day  of _ , 

1#5..,  between  the  United  States  of  America, 
hereinafter  called  “the  Government,”  repre¬ 
sented  by  the  Contracting  Officer  executing 

this  Agreement,  and _ _ 

(i)  a  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ _ 

*(il)  a  partnership  consisting  of _ _ 

(iii)  an  individual  doing  business  as _ 

■  - - : - -  (hereinafter  called  “the  Con¬ 

tractor”),  with  its  (his)  principal  office  or 

place  of  business  located  at _ _ 

Witnesseth  that: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  AP _ 

under  date  of _ _  which 

together  with  any  and  all  amendments, 
changes,  and  supplements  thereto,  is  here- 
I  inafter  referred  to  as  “the  Contract,”  the 
same  being  a  cost-plus-a-fixed-fee  contract; 
and 

Whereas,  pursuant  to  Clause _ of  the 

Contract,  by  Notice  of  Termination  dated 
|  * - the  Government  ad¬ 

vised  the  Contractor  of  the  partial  termina¬ 
tion  of  the  Contract,  as  of  the  date  and  to 
the  extent  provided  in  such  notice  and  as  a 
result  of  which  the  Contract  was  terminated 
by  the  reduction  of  work  hereinafter  speci¬ 
fied  and  hereinafter  called  “the  terminated 
Portion  of  the  Contract”;  and 
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Whereas,  the  continued  work  under  the 
Contract  is  substantial  and  It  is  the  desire 
of  the  parties  hereto  that  an  adjustment  be 
made  only  of  the  estimated  cost  and  the 
fixed  fee  under  the  Contract  as  a  result  of 
such  partial  termination,  as  hereinafter  set 
out; 

Whereas,  post-termination  and  settle¬ 
ment  expenses,  as  defined  in  the  Armed 
Services  Procurement  Regulation,  have  been 
incurred  by  the  Contractor  in  connection 
with  the  partial  termination;  and  it  is  the 
desire  of  the  parties  hereto  to  determine  the 
amount  of  the  same  and  to  provide  for  the 
payment  thereof;  (Optional) 

Now  Therefore,  the  parties  hereto  agree  as 
follows: 

Clause  1.  Clause _ of  the  Contract  is 

hereby  amended  so  as  to  delete  therefrom 
the  terminated  portion  of  the  Contract  desig¬ 
nated  as  follows: 

Item  No.  Part  No. 

Nomenclature  Quantity  Canceled 

Clause  2.  The  estimated  cost  stated  in 

Clause _ of  the  Contract  relating  to 

the  terminated  portion  of  the  Contract  is 
hereby  decreased  by  the  sum  of _ _ 

Clause  3.  The  Contractor’s  allowable  costs 
for  the  terminated  portion  of  the  Contract 
will  continue  to  be  reimbursed  on  Form 
1034  cost  vouchers  in  accordance  with  the 
applicable  provisions  of  the  Contract  and 
of  Section  VIII  of  the  Armed  Services  Pro¬ 
curement  Regulation. 

Clause  4.  The  fixed  fee  stated  in  Clause 
_ of  the  Contract  relating  to  the  termi¬ 
nated  portion  of  the  Contract  is  hereby 
decreased  by  the  sum  of _ 

Clause  5.  The  total  sum  allotted  to  the 
Contract  is  hereby  decreased  by  the  sum 
of . 

Clause  6.  Except  as  hereby  modified,  Either 
expressly  or  by  necessary  implication,  all 
the  terms,  covenants  and  conditions  of  the 
Contract  shall  remain  in  full  force  and  effect. 

In  Witness  Whereof,  the  Government  and 
the  Contractor  have  executed  this  Supple¬ 
mental  Agreement  as  of  the  date  first  herein 
written. 

The  United  States  of  America 

By - - r . 

(Contracting  Officer) 


(Name  of  Contractor) 
By  — . - . — - . 

■.  (Name)  (Title) 
Business  Address: 


Two  Witnesses  to  execution  by  the  Contrac¬ 
tor 


(Name) 

(Address) 


(Name) 


(Address) 

I, _ ,,  certify  that  I  am 

_ _ _  Secretary  of  the  corpora¬ 
tion  named  as  the  Contractor  herein;  that 
_ who  signed  this  Supple¬ 
mental  Settlement  Agreement  on  behalf  of 

the  Contractor,  was  then _ _  of 

said  corporation:  and  that  said  Supplemental 
Settlement  Agreement  was  duly  signed  for 
and  in  behalf  of  said  corporation  by  au¬ 
thority  of  its  governing  body,  and  is  within 
the  scope  of  its  corporate  powers. 

In  Witness  Whereof,  I  have  hereunto  affixed 
my  hand  and  the  seal  of  said  corporation 
this  - day  of - 19 — . 

[Corporate  Seal] 


(Secretary) 
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'  §  1008.712-51  Supplemental  settle¬ 
ment  agreement  form  for  settlement  of 
two  or  more  termination  claims. 

This  Supplemental  Agreement  of  Settle¬ 
ment  entered  into  this _ day  of _ 

- -  19 _ _  between  the  United  States  of 

America  (hereinafter  called  “the  Govern¬ 
ment”)  represented  by  the  Contracting  Offi¬ 
cer  executing  this  Agreement,  and _ _ 

(1)  A  corporation  organized  and  existing 
under  the  laws  of  the  State  of _ _ 

(ii)  A  partnership  consisting  of _ _ 

(iii)  An  individual  doing  business  as _ 

- -  (hereinafter  called  "the  Contrac¬ 
tor"),  with  its  (his)  principal  office  or  place 
of  business  located  at _ _ 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into _ (  )  separate 

Contracts  which  are  set  forth  in  Exhibit  “A” 
attached  hereto  and  made  a  part  hereof  and 
under  the  respective  dates  as  set  forth  in  said 
Exhibit  “A,”  which  contracts  together  with 
any  and  all  Amendments,  Changes  and  Sup¬ 
plements  thereto,  are  hereinafter  collectively 
called  “the  contracts”;  and 

Whereas,  the  “Termination  For  Conven¬ 
ience  of  the  Government”  clause  of  each  con¬ 
tract  provides  that  the  performance  of  the 
work  under  each  contract  may  at  the  con¬ 
venience  of  the  Government  be  terminated 
by  the  Government  in  whole,  or  from  time 
to  time  in  part,  whenever  the  Contracting 
Officer  shall  determine  that  such  termina¬ 
tion  is  in  the  best  interests  of  the  Govern¬ 
ment  and  that  the  Contractor  and  the  Con¬ 
tracting  Officer  may  agree  upon  the  whole 
or  any  part  of  the  amount  to  be  paid  to  the 
Contractor  by  reason  of  such  terminations;  * 
and 

Whereas,  by  - (  )  separate 

notices  of  terminations  dated  as  set  forth  in 
said  Exhibit  “A”  attached  hereto,  the  Gov¬ 
ernment  advised  the  Contractor  of  the  com¬ 
plete  terminations  of  the  contracts  for  the 
convenience  of  the  Government;  and 

Whereas,  as  used  herein  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth : 

The  term  “termination  inventory”  shall 
mean  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished 
or  otherwise  acquired  for  performance  of  the 
Contracts  which  are  properly  allocable  to  the 
terminated 'portions  of  the  Contracts,  but 
shall  not  include  any  facilities,  machinery, 

Sate  rial,  special  tooling,  or  equipment  which 
e  subject  t£  a  separate  contract  or  special 
contract  provision  governing  the  use  or  dis¬ 
position  thereof.  It  includes  “Contract 
termination  inventory"  which  consists  of  all 
items  of  termination  inventory  properly  al¬ 
locable  directly  to  the  terminated  portions  of 
the  Contracts,  and  “subcontract  termination 
inventory”  which  consists  of  all  items  of 
termination  inventory  properly  allocable  to 
the  terminated  portions  of  any  subcontracts 
under  the  Contracts. 

The  term  “subcontract"  means  any  con¬ 
tract,  agreement,  or  purchase  order,  and  any 
preliminary  contractual  instrument,  calling 
for  the  performance  of  any  work,  or  for  the 
making  or  furnishing  of  any  material  re¬ 
quired  for  the  performance  of  the  Contracts. 
The  term  also  includes  any  such  contract, 
agreement,  purchase  order,  or  other  instru¬ 
ment,  placed  under  any  one  or  more  sub¬ 
contracts  as  herein  defined. 

The  term  “scrap”  shall  mean  any  items 
of  termination  inventory  which  have  no 
reasonable  prospect  of  sale  except  for  their 
basic  material  content. 

Now,  Therefore,  the  parties  do  mutually 
agree  as  follows: 

Clause  1.  The  Contractor  certifies  that  all 
Contract  termination  inventory  (including 
scrap)  has  been  retained  or  otherwise  ac¬ 
quired  by  it,  sold  to  third  parties,  returned 
to  suppliers,  stored  for  the  Government,  de- 
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livered  to  the  Government,  or  otherwise  the 
accounted  for,  and  all  proceeds  or  retention  tatic 
prices  thereof,  If  any,  have  been  taken  into  vouc 
account  in  arriving  at  this  Agreement.  dedi 

Clause  2.  The  Contractor  certifies  that,  prop 
prior  to  the  execution  of  this  Agreement,  899.: 
each  of  the  Contractor’s  immediate  subcon-  whfe 
tractors  whose  claim  is  included  in  the  claim  is  Tftl 
settled  by  this  Agreement  has  furnished  to  of  $ 
the  Contractor  a  certificate  stating  (i)  that 
■all  of  its  subcontract  termination  inventory 
(including  scrap)  has  been  retained  or  other¬ 
wise  acquired  by  it,  sold  to  third  parties, 
returned  to  suppliers,  stored  for  the  Govern¬ 
ment,  delivered  to  the  Government,  or  other¬ 
wise  properly  accounted  for,  and  all  proceeds 
or  retention  prices  thereof,  if  any,  were  taken 
into  account  in  arriving  at  the  settlement  of 
the  subcontract  or  subcontracts  and  (ii) 
that  the  subcontractor  has  received  from 
each  of  the  immediate  subcontractors  whose 
claim  was  included  in  its  claim  a  substan¬ 
tially  similar  certificate. 

b.  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  the  right, 
title,  and  interest,  if  any,  which  the  Contrac¬ 
tor  has  received,  or  is  entitled  to  receive,  in 
and  to  subcontract  termination  inventory, 
if  any,  not  otherwise  properly  accounted  for, 
and  hereby  assigns  to  the  Government  any 
and  all  of  its  rights  relating  thereto. 

Clause  3.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  termination  in¬ 
ventory  the  costs  of  which  were  taken  into 
account  in  arriving  at  the  amount  of  this 
settlement,  or  in  the  settlement  of  any  sub¬ 
contract  claim  included  in  this  settlement; 

(i)  all  such  items  are  properly  allocable  to 
the  terminated  portions  of  the  Contracts; 

(if)  such  items  are  not  in  excess  of  the  rea¬ 
sonable  quantitative  requirements  of  the 
terminated  portions  of  the  Contracts;  (iii) 
such  items  do  not  include  any  items  reason¬ 
ably  usable,  without  loss  to  the  Contractor, 
on  its  other  work;  and  (iv)  the  Contractor 
has  informed  the  Contracting  Officer  of  any 
substantial  change  in  the  status  of  such 
items  between  the  dates  of  its  termination 
inventory  schedules  and  the  date  of  this 
agreement. 

Clause  4.  It  is  hereby  agreed  that  all  funds 
paid  or  to  be  paid  hereunder  to  the  Contrac¬ 
tor- for  the  benefit  of  subcontractors  or  sup¬ 
pliers  shall  be  held  in  trust  by  the  Contrac¬ 
tor  for  the  benefit  of  such  subcontractors  or 
suppliers  until  such  time  as  payment  of  such 
funds  to  the  respective  subcontractors  or 
suppliers  is  accomplished  or  until  refund  by 
the  Contractor  to  the  Government  as  here¬ 
inafter  provided.  In  all  cases  where  the  Con¬ 
tractor  has  not  previously  made  such  pay¬ 
ments,  the  Contractor  shall,  within  ten  (10) 
days  after  receipt  of  the  payment  provided 
for  hereunder,  pay  to  each  of  its  Immediate 
subcontractors  and  suppliers  (or  to  their 
respective  assignees)  the  respective  amounts 
to  which  they  are  entitled,  after  deducting, 
if  the  Contractor  so  elects,  any  amounts  then 
due  and  payable  to  the  Contractor  by  such 
subcontractors  and  suppliers.  If  the  Con¬ 
tractor  fails  to  make  any  such  payment  with¬ 
in  ten  (10)  days,  the  Contractor  will,  upon 
request,  return  to  the  Government  the 
amount  so  payable  to  such  immediate  sub¬ 
contractors  and  suppliers,  less  any  amount 
then  due  and  payable  to  the  Contractor  by 
them. 

Clause  5.  a.  The  Contractor  has  received 

the  sum  of  $ _ on  account  of  work  and 

services  performed,  or  articles  delivered  under 
the  completed  portions  of  the  contracts.  The 
Government  as  a  part  of  this  negotiated  set¬ 
tlement  hereby  confirms  and  acknowledges 
the  right  of  the  Contractor,  subject  to  the 
provisions  of  Clause  6  hereof,  to  retain  such 
sum  heretofore  paid  and  agrees  that  such  sum 
constitutes  a  portion  of  the  total  amount  to 
which  the  Contractor  is  entitled  in  settlement 
of  the  contracts. 

b.  In  addition,  upon  the  execution  of  this 
Agreement  the  Government  agrees  to  pay  to 


due  the  Contractor  by  reason  of  the  comm* 
termination  of  work  under  the  contract*^ 
of  all  other  claims  and  liabilities  of  « 
Contractor  and  the  Government  under  « 
contracts,  except  as  hereinafter  provided 
Clause  6. 

c.  For  the  purposes  of  budgetary  allocate 
the  sums  specified  in  paragraph  “b”  abo 
shall  be  apportioned  among  the  several  co 
tracts  as  set  forth  in  Exhibit  “A"  of  tl 
Agreement. 

Clause  6.  (Standard  reservations  as  ( 
forth  in  ASPR  Section  VIII  are  to  be  ui 
when  applicable  in  addition  to  any  spec 
reservations  needed  to  protect  the  rights 
the  parties.) 


Exhibit  A 


Whereas,  the  Government  and  the  Contras, 
tor  have  agreed  upon  a  settlement  as  here, 
inafter  set  forth  with  respect  to  the  term!, 
nated  portion  of  the  Letter  Contract;  and 

Whereas,  the  Letter  Contract  in  its  existing 
form  preclude  complete  reimbursement  by 
the  Government  to  the  Contractor  of  allow¬ 
able  costs  (as  determined  under  the  Cost 
Principles  referenced  therein)  with  respect  to 
the  continuing  portion  of  said  Letter  Con¬ 
tract;  and 

Whereas,  the  continuing  portion  of  the  Let¬ 
ter  Contract  is  substantial,  and  the  Govern¬ 
ment  has  administratively  determined  that 
it  is  in  its  best  interests  to  have  such  con¬ 
tinuing  portion  completed  and  delivered;  and 

Whereas,  as  used  herein,  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth: 

The  term  “termination  inventory”  shall 
mean  any  items  of  physical  property  pur¬ 
chased,  supplied,  manufactured,  furnished, 
or  otherwise  acquired  for  performance  of  the 
Letter  Contract  which  are  properly  allocable 
to  the  terminated  portion  of  the  Letter  Con¬ 
tract^  It  includes,  “Contract  Termination 
Inventory”  which  consists  of  all  items  of  ter¬ 
mination  inventory  properly  allocable  direct¬ 
ly  to  the  terminated  portion  of  the  Letts 
Contract,  and  “subcontract  termination  in¬ 
ventory”  which  consists  of  all  items  of  termi¬ 
nation  inventory  properly  allocable  to  the 
terminated  portion  of  any  subcontract  under 
the  Letter  Contract. 

The  term  “subcontract”  means  any  con¬ 
tract,  agreement,  or  purchase  order,  and  any 
preliminary  contractual  instrument,  calling 
for  the  performance  of  any  work,  or  for  the 
making  or  furnishing  of  any  material,  re¬ 
quired  for  the  performance  of  the  Letter  Con¬ 
tract.  The  term  also  includes  any  such 
contract,  agreement,  purchase  order,  or  other 
instrument,  placed  under  any  one  or  more 
subcontracts  as  herein  defined. 

The  term  “scrap”  shall  mean  apy  items  of 
termination  inventory  which  have  no  reason¬ 
able  prospect  of  sale  except  for  their  basle 
material  content. 

Now,  Therefore,  the  parties  hereto  do  mu¬ 
tually  agree  as  follows: 

Clause  1.  The  terminated  portion  of  the 
Letter  Contract  is  as  set  forth  in  Exhibit 
attached  hereto  and  made  a  part  hereof. 

Clause  2.  The  Contractor  certifies  that  aO 
Letter  Contract  termination  inventory  (in¬ 
cluding  scrap)  has  been  retained  or  otherwise 
acquired  by  it.  sold  to  third  parties,  returned 
to  suppliers,  stored  for  the  Government,  de¬ 
livered  to  the  Government,  or  otherwise  prop¬ 
erly  accounted  for,  and  all  proceeds  or  reten¬ 
tion  prices  thereof,  if  any,  have  been  taka 
Into  account  in  arriving  at  this  Agreement 

Clause  3.  a.  The  Contractor  certifies  that 
prior  to  the  execution  of  this  Agreement,  each 
of  the  Contractor’s  immediate  subcontractor! 


§  1008.712-52  Supplemental  settle¬ 
ment  agreement  ( amendment )  form  for 
settlement  of  partial  termination  of 
letter  facilities  contract.  The  following 
supplemental  agreement  will  be  used  in 
settlement  of  partial  termination  claims 
involving  letter  facilities  contracts. 

Amendment  No. _ to  Letter  Contract 

No. _ Docket  No - - 

This  Supplemental  Settlement  Agreement 
(designated  as  Amendment  No. _ )  en¬ 
tered  into  on  this _ day.  of _ _ 

19__,  between  the  United  States  of  America 
(hereinafter  called  “the  Government”),  rep¬ 
resented  by  the  Contracting  Officer  executing 
this  agreement,  and _ _ 

(i)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ _ 

(ii)  A  partnership  consisting  of _ _ 

(iii)  An  individual  doing  business  as 

_ _  (hereinafter  called  “the  Contrac¬ 
tor”),  with  its  (his)  principal  office  or  place 
of  business  located  at _ _ _ _ 

Witnesseth  that: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Letter  Contract  No. 

_ under  date  of _ _  which, 

together  with  any  and  all  amendments, 
changes,  and  supplements  thereto,  is  here¬ 
inafter  referred  to  as  “the  Letter  Contract’’; 
and  m 

Whereas,  the  Termination  Clause  of  the 
Letter  Contract  provides  that  the  Govern¬ 
ment  may  at  any  time  terminate  said  Letter 
Contract  in  whole  or  in  part  for  its  conven¬ 
ience  by  giving  the  Contractor  written  notice 
of  such  termination,  and  that  in  such  event 
the  Government  'and  the  Contractor  may 
agree  upon  the  amount  or  amounts  to  be 
reimbursed  the  Contractor  as  more  specifi¬ 
cally  described  in  said  Clause;  and 

Whereas,  the  Government,  by  notice  of  ter¬ 
mination  dated _ advised  the  Contractor 

of  the  partial  termination  of  the  Letter  Con¬ 
tract  as  of  the  date  and  to  the  extent  provided 
in  such  Notice  (as  amended)  as  a  result  of 
which  the  Letter  Contract  was  terminated  by 
the  reduction  of  work  hereinafter  specified 
and  hereinafter  called  “the  terminated  por¬ 
tion  of  the  Letter  Contract”;  and 

Whereas,  the  Contracting  Officer,  pursuant 
to  Armed  Services  Procurement  Regulation 
8-514  (i),  has  determined  that  the  termi¬ 
nated  portion  of  the  Letter  Contract  and  the 
costs  relating  thereto  are  clearly  severable 
from  the  continuing  portion  of  the  Letter 
Contract  (the  term  “continuing  portion”  as 
used  herein  meaning  that  portion  of  the  par¬ 
tially  terminated  Letter  Contract  which  was 
not  already  completed  at  the  effective  date 
of  terminatipn,  and  which  the  Contractor 
must  continue  to  perform  and  deliver  to  the 
Government);  and 
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claim  Is  included  ia  the  claim  settled 
?  Agreement  has  furnished  to  the  Con¬ 
nor  a  certificate  stating  (i)  that  all  its 
Contract  termination  inventory  (includ- 
JTiTscrap)  has  been  retained  or  otherwise 

idred  by  it,  sold  to  third  parties,  returned 
^suppliers,  stored  for  the  Government, 
nil  red  to  the  Government,  or  otherwise 
roDerly  accounted  for,  and  all  proceeds  or 
retention  prices  thereof,  if  any.  were  taken 
into  account  in  arriving  at  the  settlement  of 
the  subcontract  or  subcontracts,  and  (ii)  that 
the  subcontractor  has  received  from  each  of 
♦he  ^mediate  subcontractors  whose  claim 
yas  included  in  its  claim  a  substantially  sim¬ 
ilar  certificate. 

b  The  Contractor  hereby  transfers  and 
conveys  to  the  Government  all  their  right, 
title  and  interest,  if  any,  which  the  Contrac¬ 
tor  has  received,  or  is  entitled  to  receive,  in 
arfd  to  subcontract  termination  inventory,  if 
any,  not  otherwise  properly  accounted  for, 
and  hereby  assigns  to  the  Government  any 

,  jud  all  of  its  rights  relating  thereto. 

Clause  4.  The  Contractor  certifies  that, 
with  respect  to  all  items  of  termination  in¬ 
ventory,  the  costs  of  which  were  taken  into 
account  in  arriving  at  the  amount  of  this 
settlement,  or  in  the  settlement  of  any  sub¬ 
contract  claim  included  in  this  settlement: 

(i)  all  such  items  are  properly  allocable  to 
the  terminated  portion  of  the  Letter  Con¬ 
tract;  (ii)  such  items  are  not  in  excess  of 
me  reasonable  quantitative  requirements  of 
the  terminated  portion  of  the  Letter  Con¬ 
tract;  (ill)  such  items  do  not  include  any 
Items  reasonably  usable,  without  loss  to  the 
Contractor,  or  its  other  work;  and  (iv)  the 
Contractor  has  informed  the  Contracting  Of¬ 
ficer  of  any  substantial  change  in  the  status 
of  such  items  between  the  dates  of  its  termi¬ 
nation  inventory  schedules  and  the  date  of 
this  agreement. 

j  -»  Clause  5.  In  all  cases  where  the  Contractor 
has  not  previously  made  such  payments,  the 
Contractor  shall,  within  10  days  after  receipt 
of  the  payment  provided  for  hereunder,  pay 
to  each  of  its  immediate  subcontractors  and 
suppliers  (or  to  their  respective  assignees) 
the  respective  amounts  to  which  they  are  en¬ 
titled,  after  deducting  it,  if  the  Contractor  so 
elects,  any  amounts  then  due  and  payable  to 
the  Contractor  by  such  subcontractors  and 
luppliers. 

Clause  6.  Upon  the  execution  of  this  Agree¬ 
ment,  the  Government  agrees  to  pay  to  the 
Contractor  or  its  assignee,  upon  presenta¬ 
tion  of  properly  certified  invoices  or  vouchers, 


the  sum  of  - - -  arrived  at  by  deducting 

from  the  sum  of _ (1)  the  amount  of 


......  representing  all  unliquidated  partial 

or  progress  payments  previously  made  on 
account  to  the  Contractor  or  its  assignee 
and  all  unliquidated  advance  payments  (with 
interest,  if  any,  thereon)  applicable  to  the 
terminated  portion  of  the  Letter  Contract 

and  "(2)  the  amount  of _ representing 

all  applicable  property  disposal  credits.  Said 
wm  together  with  all  other  sums  heretofore 
paid,  constitutes  payment  in  full  and'  com¬ 
plete  settlement  of  the  amount  due  the  Con¬ 
tractor  with  respect  to  the  terminated  por¬ 
tion  of  the  Letter  Contract  except  as  herein¬ 
after  provided  in  Clause  7. 

Clause  7.  Upon  payment  of  said  sum  of 

— - -  all  obligations  of  the  Contractor  to 

perform  further  work  or  services  or  to  make 
further  deliveries  under  the  terminated  por¬ 
tion  of  the  Letter  Contract  and  all  obliga¬ 
tions  of  the  Government  to  make  further 
payments  or  to  carry  out  undertakings  in 
connection  therewith  shall  cease:  Provided, 
however,  That  nothing  herein  contained 
shall  impair  or  affect  in  any  way  any 
covenants,  terms,  or  conditions  of  the  Letter 
Contract  (as  hereinafter  amended)  relating 
to  the  completed  or  continued  portion 
thereof:  And  provided  further,  That,  with 
Aspect  to  the  terminated  portion  of  the 
jitter  Contracts,  the  following  rights  and 
^abilities  of  the  parties  are  reserved  (such 


reservations  as  may  be  necessary  and 
proper).  (See  reservations  in  ASPR  8-712.4, 
Article  6.) 

In  Witness  Whereof,  the  parties  hereto 
have  executed  this  Supplemental  Agreement 
as  of  the  day  and  year  first  above  written: 

The  United  States  op  America, 

By . 


(Contracting  Officer) 


(Contractor) 

By . 


(Title) 


(Address) 

§  1008.712-53  Form  of  triparty  agree¬ 
ment  for  direct  settlement  of  subcon¬ 
tracts.  The  following  format  will  be 
used  for  the  agreement  when  the  Gov¬ 
ernment  settles  with  the  consent  of,  and 
through,  the  prime  contractor,  the  ter¬ 
mination  claim  of  a  fixed-price  sub¬ 
contractor. 

This  Agreement,  entered  into  on  this - 

day  of _ 195—, 

between  the  United  States  of  America  (here¬ 
inafter  called  “the  Government”),  repre¬ 
sented  by  the  Contracting  Officer  executing 
this  agreement,  and - - - - 

(i)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ _ 

(ii)  A  partnership  consisting  of - - — , 

(iii)  An  Individual  doing  business  as 

_ (hereinafter 

called  “the  Contractor”),  with  its  principal 

office  or  place  of  business  located  at _ _ 

and _ _ 

(i)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of - - 

-  (ii)  A  partnership  consisting  of _ _ 

(iii)  An  individual  doing  business  as 

_ (hereinafter 

called  “the  Subcontractor”),  with  its  prin¬ 
cipal  place  of  business  located  at _ _ 

Witnesseth  that : 

Whereas,  the  Government  and  the  Con¬ 
tractor  have  previously  entered  into  Con¬ 
tract  No.  _ _  under  which  contract 

(hereinafter  called  “the  CJpntract”)  a  Sub¬ 
contract  was  entered  into  between  the  above- 
named  Contractor  and  Subcontractor  (here¬ 
inafter  called  “the  Subcontract");  and 

Whereas,  the  Contract  has  been  termi¬ 
nated  for  the  convenience  of  the  Govern¬ 
ment  and  the  Subcontract  has  been  com¬ 
pletely  terminated  as  a  result  thereof;  and 

Whereas,  the  Government,  pursuant  to  32 
CFR  8.518-11,  has  undertaken  to  settle  the 
termination  claim  of  the  Subcontractor  and 
to  make  payment  in  connection  therewith 
through  the  Contractor  and  has  so  notified 
the  Contractor  and  Subcontractor,  both  the 
Contractor  and  the  Subcontractor  having 
previously  consented  to  such  direct  settle¬ 
ment  of  the  Subcontractor’s  termination 
claim;  and 

Whereas,  the  term  “Subcontract  termina¬ 
tion  inventory,”  as  used  herein,  shall  mean 
all  materials  (including  a  proper  part  of  any 
common  materials),  determined  by  the  par¬ 
ties  to  the  pertinent  Subcontract  under  the 
Contract,  in  connection  with  the  settlement 
thereof,  to  be  properly  allocable  to  the 
terminated  portion  of  the  Subcontract,  ex¬ 
cept  any  machinery  or  equipment  subject  to 
a  separate  contract  or  contract  provision 
specifically  governing  the  use  or  disposition 
thereof : 

Now,  Therefore,  the  parties  hereto  do  mu¬ 
tually  agree  as  follows; 

Clause  1.  The  Subcontractor  certifies  that 
all  Subcontract  termination  inventory  (in¬ 
cluding  scrap)  has  been  retained,  or  other¬ 
wise  acquired  by  it,  sold  to  third  parties, 
returned  to  suppliers,  stored  for  the  Govern¬ 
ment,  delivered  to  the  Government,  or  other¬ 


wise  properly  accounted  for,  and  all  proceeds 
or  retention  prices  thereto,  if  any,  have  been 
taken  Into  account  in  arriving  at  this  Agree¬ 
ment.  ✓ 

(b)  With  respect  to  all  the  aforesaid  Sub¬ 
contract  termination  inventory  not  so  dis¬ 
posed  of  prior  to  d^te  of  execution  of  this 
Agreement,  and  described  in  the  inventory 
schedules  submitted  by  the  Subcontractor  in 
advance  of  pr  in  connection  with  its  Settle¬ 
ment  Proposal,  the  parties  shall  promptly 
execute  a  storage  agreement. 

Clause  2.  (a)  The  Subcontractor  certifies 
that,  prior  to  the  execution  of  this  Agree¬ 
ment,  each  of  its  respective  immediate  sub¬ 
contractors  whose  claim  is  included  in  the 
claim  settled  by  this  Agreement  has  fur¬ 
nished  to  the  Subcontractor,  a  certificate 
stating  (i)  that  all  of  its  Subcontract  ter¬ 
mination  inventory  (Including  scrap),  has 
been  retained,  sold,  returned  to  suppliers, 
stored  for  the  Government,  delivered  to  the 
Government,  or  otherwise  properly  accounted 
for,  and  all  proceeds  or  retention  prices  there¬ 
of,  if  any,  were  taken  into  account  in  arriving 
at  the  settlement  of  the  Subcontract  or  Sub¬ 
contracts,  and  (11)  that  the  Subcontractor  has 
received  from  each  of  Its  Immediate  subcon¬ 
tractors  whose  claim  was  Included  In  its 
claim  a  certificate  substantially  similar  to 
clause  (1)  and  this  clause  (ii)  of  this  Clause 
2  (a). 

(b)  The  Contractor  and  Subcontractor 
each  hereby  transfers  and  conveys  to  the 
Government  all  the  right,  title  and  interest, 
if  any,  which  either  or  both  the  Contractor 
and  Subcontractor  has  received,  or  is  entitled 
to  receive,  in  and  to  Subcontract  termination 
inventory,  if  any,  not  otherwise  properly  ac¬ 
counted  for,  and  each  of  them  hereby  assigns 
to  the  Government  any  and  all  of  its  rights 
relating  thereto  whether  arising  under  ne¬ 
gotiated  settlements,  formula  determinations 
or  otherwise. 

Clause  3.  It  is  hereby  agreed  that  all  funds 
paid  or  to  be  paid  hereunder  to  the  Con¬ 
tractor  for  the  benefit  of  the  Subcontractor 
shall  be  held  in  trust  by  the  Contractor  for 
the  benefit  of  such  Subcontractor  until  such 
time  as  payment  of  such  funds  to  the  Sub¬ 
contractor  is  accomplished  or  until  refunded 
by  the  Contractor  to  the  Government  as 
hereinafter  provided.  In  all  cases  where 
either  the  Contractor  or  the  Subcontractor 
hereunder  has  not  previously  made  such 
payments  the  Contractor  and  the  Subcon¬ 
tractor -respectively  shall,  within  ten  (10) 
days  after  recel)  t  by  it  of  the  payment  pro¬ 
vided  for  hereunder,  pay  to  each  of  its  im¬ 
mediate  subcontractors  and  suppliers  (or  to 
their  respective  assignees)  the  respective 
amounts  to  which  they  are  entitled,  after 
deducting,  if  the  Contractor  or  the  Sub¬ 
contractor,  as  the  case  may  be,  so  elects, 
any  amounts  then  due  and  payable  either 
to  the  Contractor  or  Subcontractor  by  such 
subcontractors  and  suppliers.  If  the  Con¬ 
tractor  or  the  Subcontractor  fails  to  make 
any  such  payment  within  ten  (10)  days  after 
receipt  thereof  by  it,  such  failing  Contractor 
or  Subcontractor  will,  upon  request,  return 
directly  to  the  Government  the  amount  so 
payable  to  the  Subcontractor  or  such  imme¬ 
diate  subcontractors  and  suppliers,  less  any 
amount  then  due  and  payable  to  the  Con¬ 
tractor  or  the  Subcontractor,  as  the  case 
may  be,  by  them. 

Clause  4.  Upon  execution  of  this  Agree¬ 
ment  (and  of  the  storage  agreement (s)  re¬ 
ferred  to  in  Clause  l),1  the  Government 
agrees  to  pay  to  the  Contractor  for  prompt 
payment  to  the  Subcontractor  hereunder, 
upon  presentation  of  properly  certified  in¬ 
voices  or  vouchers,  the  sum  of  $ _ 

(Net  amount  of  settlement),  arrived  at  by 

deducting  from  the  sum  of  $ _  (Gross 

amount  of  settlement)  the  amounts  of  (1) 


1  This  parenthetical  phrase  is  to  be  inserted 
only  when  the  second  form  of  Clause  1  is 
used. 


RULES  AND  REGULATIONS 


nated  portion  of  the  Contract,  except  an* 
machinery  or  equipment  subject  to  « 
rate  contract  or  contract  provision  specm' 
cally  governing  the  use  or  disposition 
thereof;  and 

Whereas,  the  tend  “Subcontract  termin*. 
tion  inventory,”  as  used  herein,  shall 
all  materials  (including  a  proper  part  of  an* 
common  materials),  determined  by  tZ 
parties  to  any  pertinent  subcontract  unfe 
the  Contract,  in  connection  with  the  settle, 
ment  thereof,  to  be  properly  allocable  to  tb» 
terminated  portion  of  any  such  subcontract 
except  any  machinery  or  equipment  sublet 
to  a  separate  contract  provision  specifically 
governing  the  use  or  disposition  thereof;  1 
Now,  Therefore,  the  parties  hereto  do  mu. 
tually' agree  as  follows: 

Clause  1.  The  Subcontractor  certifies  that 
all  Subcontract  termination  inventory  (in. 
eluding  scrap)  has  been  retained  or  other! 
wise  acquired  by  it.  sold  to  third  parties, 
returned  to  suppliers,  stored  for  the  Govern, 
ment,  delivered  to  the  Government,  or  other! 
wise  properly  accounted  for,  and  all  proceed! 
or  retention  prices  thereof,  if  any,  have  been 
taken  into  account  in  arriving  at  this  Agree- 
ment. 

(Or) 

(Alternative) — Clause  1.  (a)  The  Subcon. 
tractor  certifies  that  a  portion  of  the  Sub- 
contract  termination  inventory  (Including 
scrap),  has  been  retained  or  otherwise  ac¬ 
quired  by  it,  sold  to  third  parties,  returned 
to  suppliers,  stored  for  the  Government,  de. 
livered  to  the  Government,  or  otherwiae 
properly  accounted  for,  and  all  proceeds  or 
retention  prices  thereof,  if  any,  have  bee; 
taken  into  account  in  arriving  at  this  Agree* 
ment. 

(b)  With  respect  to  all  Subcontract  tennl- 
nation  inventory  not  so  disposed  of  prior  to  • 
the  date  of  execution  of  this  Agreement,  and 
described  in  the  inventory  schedules  sub¬ 
mitted  by  the  Subcontractor  in  advance  of  or 
in  connection  with  its  Settlement  Proposal, 
the  parties  shall  promptly  execute  a  storage 
(Name  of  agreement.  (See  AFPI  8-758  (32  CFR 

1008.758).) 

Clause  2.  (a)  The  Subcontractor  certifies 
that,  prior  to  the  execution  of  this  Agree- 
ment,  each  of  the  Subcontractor’s  immediate 
subcontractors  whose  claim  is  included  in 
the  claim  settled  by  this  Agreement  has  fur- 
nished  to  the  Subcontractor  a  certificate  stat¬ 
ing  (1)  that  all  of  its  termination  inventory 
(including  scrap)  has  been  retained  or  oth»- 
wise  acquired  by  it,  sold  to  third  partiei, 
returned  to  suppliers,  stored  for  the  Govern¬ 
ment,  delivered  to  the  Government,  or  other- 
wise  properly  accounted  for,  and  all  proceeds 
or  retention  prices  thereof,  if  any,  were  taken 
into  account  in  arriving  at  the  settlement  of 
the  Subcontract  or  Subcontracts,  and  (11) 
that  the  immediate  subcontractors  have  re¬ 
ceived  from  each  of  their  subcontractors 
whose  claims  were  included  in  its  claim  a 
substantially  similar  certificate. 

(b)  The  Subcontractor  hereby  transfers 
and  conveys  to  the  Government  all  the  right, 
title  and  interest,  if  any,  which  the  Subcon¬ 
tractor  has  received,  or  is  entitled  to  receive, 
in  and  to  the  subcontract  termination  inven- 
tory,  if  any,  not  otherwise  properly  accounted 
for,  and  hereby  assigns  to  the  Government 
any  and  all  of  its  rights  relating  thereto. 

Clause  3.  The  Subcontractor  certifies  that, 
with  respect  to  all  items  of  Subcontract  ter¬ 
mination  inventory  the  costs  of  which  were 
taken  into  account  in  arriving  at  the  amount 
of  this  settlement,  or  in  the  settlement  of 
any  claim  included  in  this  settlement:  (i)  all 
such  items  are  properly  allocable  to  the  ter¬ 
minated  portion  of  the  Subcontract;  (ii)  such 
items  are  not  in  excess  of  the  reasonable 
quantitative  requirements  of  tjie  terminated 
portion  of  the  Subcontract;  (iii)  such  items 
do  not  include  any  items  reasonably  usable 
without  loss  to  the  Subcontractor  on  its 
other  work;  and  (iv)  the  Subcontractor  has 
informed  the  Contracting  Officer  of  any  sub* 


$ _ _  representing  unliquidated  partial  - - — 

payments  previously  made  on  account  of  (City  and  State) 

the  termination  claim (s)  of  the  Subcon-  - - - - — 

tractor" under  its  Subcontract (s)  and  (2)  (Name) 

$ _ _  representing  all  applicable  property  - - - — 

disposal  credits.  Said  sum,  together  with  (Address) 

all  other  sums  heretofore  paid  by  the  Gov-  - 

ernment  or  the  Contractor,  constitutes  pay-  (City  and  State) 

ment  in  full  and  complete  settlement  of  the  - 

amount  due  the  Subcontractor  by  reason  of  (Name  of  subcontractor) 

the  complete  termination  of  work  under  the  By - - - 

Contract(s),  and  the  Subcontract (s)  insofar  Its  business  address: 
as  it  pertains  to  the  terminated  portion(s) 
of  the  Subcontract (8),  (except  as  hereinafter 
provided  in  Clause  5  of  this  Agreement).* 

Clause  5.  In  consideration  of  the  payment 

of  said  sum  of  $ _ (Net  amount  from 

clause  4),  the  Contractor  and  the  Subcon¬ 
tractor  do  hereby  assign,  transfer,  and  set 
over  to  the  United  States  of  America  all  of 
their  rights,  title  and  interest,  if  any,  in  and 
to  the  claim  against  the  Government  for  fair 
compensation  for  the  termination  of  the 
Subcontract  and  all  rights  and  claims  of  the 
Subcontractor  against  the  Contractor  for  fair 
compensation  for  such  termination,  to  the 
extent  that  the  terminated  Subcontract  is 
allocable  to  the  terminated  portion  of  the 
Prime  Contract. 

(Or) 

Clause  5.  In  consideration  of  the  payment 

of  said  sum  of  $ _ (Net  amount  from 

clause  4),  the  Subcontractor  hereby  releases 
the  Government  and  the  Contractor  from  all 
liability  with  respect  to  its  claim  for  fair 
compensation  for  the  termination  of  the 
Subcontract  under  the  Contract. 

Clause  6.  Notwithstanding  any  other  pro¬ 
vision  of  this  agreement,  the  following  rights 
and  liabilities  of  the  parties  under  the  Sub¬ 
contract  are  hereby  revised : 

All  rights  and  liabilities,  if  any,  of  the 
parties  under  those  clauses  inserted  in  the 
Contract  because  of  the  requirements  of 
Acts  of  Congress  and  Executive  Orders,  shall 
be  reserved  as  far  as  the  Subcontractor  as 
well  as  the  Contractor  is  concerned.  These 
clauses  pertain  to,  without  limitation,  the 
following  topics:  labor  law,  contingent  fees, 
domestic  articles,  employment  of  aliens, 

“Official  not  to  benefit.” 

Clause  7.  Approval  of  Agreement.*  This 
Agreement  shall  be  Subject  to  the  written 
approval  of _ or  his  duly  author¬ 

ized  representative  and  shall  not  be  binding 
until  so  approved. 

Clause  8.  Except  for  the  original  signing 
of  this  Agreement;  and  except  as  otherwise 
stated  herein,  the  term  “Contracting  Officer” 
as  used  herein  shall  include  his  duly  ap¬ 
pointed  successor  or  his  duly  designated 
representative.  Agreement  as  of  the  date 
first  herein  written. 

Note:  Type  or  print  names  under  all 
signatures. 

The  United  States  of  America, 


Two  witnesses  to  execution  by  subcontractor 


(Name) 


(Address) 


(City  and  State) 


(Name) 


(Address) 


subcontractor) . 

(i)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ _ 

(ii)  A  partnership  consisting  of _ _ 

(iii)  An  individual  doing  business  as 

_ w _ _  (hereinafter 

called  “the  Subcontractor”),  with  its  (his) 
principal  office  or  place  of  business  located 
at  _ _ _ _ 

Witnesseth  that: 

Whereas,  the  Government  and _ - 

_ (Name  of  prime  contractor)  (here¬ 
inafter  called  “the  Contractor”),  have  pre¬ 
viously  entered  into  Contract  No.  _ _ 

under  which  Contract  (hereinafter  called 
“the  Contract”)  a  Subcontract  was  entered 
into  between  the  Contractor  and  Subcon¬ 
tractor  (hereinafter  called  “the  Subcon¬ 
tract”)  ; 

Whereas,  the  Subcontract  has  been _ 

_ (Partially  or  completely)  termi¬ 
nated  as  a  result  of  the  termination  in  whole 
or  in  part  of  the  Contract  for  the  convenience 
of  the  Government;  and 

Whereas,  the  Government,  pursuant  to 
section  8-518.12  of  the  Armed  Services  Pro¬ 
curement  Regulation,  has  undertaken  to 
settle  directly  the  claim  of  the  Subcontrac¬ 
tor  for  fair  compensation  and  has  so  notified 
the  Subcontractor  and  the  Contractor  in 
writing  and  the  Subcontractor  having  con¬ 
sented  to  such  direct  settlement,  the  Prime 
Contractor  having  assigned  to  the  Govern¬ 
ment  all  its  rights,  title  and  interest  in  and 
to  the  terminated  Subcontract;  and 

Whereas,  as  used  herein  the  following 
terms  shall  have  the  meanings  hereinafter 
set  forth; 

Whereas,  the  term  “Contract  termination 
inventory,”  as  used  herein,  shall  mean  all 
materials  (including  a  proper  part  of  any 
common  materials),  determined  by  the 
parties  hereto,  in  connection  with  this  settle¬ 
ment,  to  be  properly  allocable  to  the  termi- 


( Contracting  officer) 


(Name  of  prime  contractor) 


Its _ 

Business  address 


Two  witnesses  to  execution  by  Contractor 


(Name) 


(Address) 


*  This  parenthetical  phrase  in  brackets  is 
to  be  inserted  only  when  the  second  form  of 
Clause  5  is  used  and  rights  are  excepted  from 
the  release. 

3  Where  approval  of  settlement  review 
board  is  necessary  or  the  contracting  officer 
requests  such  approval,  the  foregoing  clause 
will  be  inserted  in  the  agreement. 


stantial  change  in  the  status  of  such  item* 
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totween  the  dates  of  lts  termination  Inven- 
^ry  schedules  and  the  date  of  this  Agree- 

^Clawse  4.  It  is  hereby  agreed  that  all  funds 
■d  or  to  be  paid  hereunder  to  the  Sub¬ 
contractor  for  the  benefit  of  subcontractors 
nr  suppliers  shall  be  held  in  trust  by  the 
subcontractor  for  the  benefit  of  such  sub¬ 
contractors  or  suppliers  until  such  time  as 
navment  of  such  funds  to  the  respective 
subcontractors  or  suppliers  is  accomplished 
or  until  there  is  a  refund  by  the  Subcontrac¬ 
tor  to  the  Government  as  hereinafter  pro- 
•ided.  In  all  cases  where  the  Subcontractor 
has  not  previously  made  such  payments,  the 
Subcontractor  shall,  within  ten  (10)  days 
after  receipt  of  the  payment  provided  for 
hereunder,  pay  to  each  of  its  immediate  sub¬ 
contractors  and  suppliers  (or  to  their  re¬ 
spective  assignee)  the  respective  amounts  to 
^tich  they  are  entitled,  after  deducting.  If 
the  Subcontractor  so  elects,  any  amounts 
then  due  and  payable  to  the  Subcontractor 
by  such  subcontractors  and  suppliers.  If  the 
Subcontractor  fails  to  make  any  such  pay¬ 
ment  within  ten  (10)  days,  the  Subcontrac¬ 
tor  will,  upon  request,  return  directly  to  the 
Government  the  amount  so  payable  to  such 
immediate  subcontractors  and  suppliers,  less 
any  amount  then  due  and  payable  to  the 
Subcontractor  by  them. 

Clause  5.  Upon  execution  of  this  Agree¬ 
ment  (and  of  the  storage  agreement  referred 
to  in  Clause  1 ) ,*  the  Government  agrees  to 
pay  to  the  Subcontractor  or  its  assignee, 
upon  presentation  of  properly  certified  in- 


TOices  or  vouchers,  the  sum  of  $ _ (in¬ 

sert  net  amount  of  settlement),  arrived  at 
by  deducting  from  the  sum  of  $ - (in- 


aert  gross  amount  of  settlement)  the 
amounts  of  (1)  $ _ representing  unliqui¬ 

dated  partial  payments  previously  made  on 
account  of  the  termination  claim  of  the 

Subcontractor;  and  (2)  $ _ representing 

all  applicable  property  disposal  credits. 
Said  sum,  together  with  all  other  sums  here¬ 
tofore  paid  by  the  Government  or  the  Con¬ 
tractor  constitutes  payment  in  full  and 
complete  settlement  of  the  amount  due  the 
Subcontractor  by  reason  of  the  complete 
termination  of  work  under  the  Subcontract 
(except  as  hereinafter  provided  in  Clause  7 
of  this  Agreement) . 

Clause  6.  In  consideration  of  the  payment 

of  said  sum  of  $ _  (net  amount  from 

Clause  5)  the  Subcontractor  does  hereby  as¬ 
sign,  transfer,  and  set  over  to  the  United 
States  of  America  all  of  its  right,  title,  and 
interest  in  and  to  its  claim  for  fair  compen¬ 
sation  for  the  termination  of  the  Subcon¬ 
tract  and  all  its  rights  and  claims  against 

- -  (Prime  Contractor)  for 

fair  compensation  for  such  termination,  to 
the  extent  that  the  terminated  portion  of 
the  Subcontract  is  allocable  to  the  termi¬ 
nated  portion  of  the  Prime  Contract. 

(Or) 

Clause  6.  In  consideration  of  the  payment 

of  said  sum  of  $ - -  the  Subcontractor 

hereby  releases  the  Government  from  all 
liability  with  respect  to  its  claim  for  fair 
compensation  for  the  termination  of  the 
Subcontract  under  the  Contract.  In  con¬ 
sideration  of  the  payment  of  said  sum,  the 

Subcontractor  also  hereby  releases  _ _ 

(Prime  Contractor)  from  all  liability  and 
obligation  to  pay  such  claim  for  fair  com¬ 
pensation  for  such  termination  in  connec¬ 
tion  with  the  settlement  of  the  Prime  Con¬ 
tract  to  which  the  terminated  portion  of  the 
Subcontract  is  allocable. 

Clause  7.  Notwithstanding  any  other  pro¬ 
vision  of  this  Agreement,  the  following  rights 
and  liabilities  of  the  parties  under  the  Sub¬ 
contract  are  hereby  reserved; 


1This  parenthetical  phrase  is  to  be  inserted 
only  when  the  second  form  of  Clause  1  is 

used. 


All  rights  and  liabilities,  if  any,  of  the  Gov¬ 
ernment  and  the  Contractor  under  those 
clauses  inserted  in  the  Contract  because  of 
the  requirements  of  acts  of  Congress  and  Ex¬ 
ecutive  orders,  shall  be  reserved  as  far.  as  the 
Subcontractor  is  concerned.  These  clauses 
pertain  to,  without  limitation,  the  following 
topics:  Labor  law,  contingent  fees,  domestic 
articles,  employment  of  aliens,  “officials  not 
to  benefit.” 

Clause  8.  Approval  of  Agreement.*  This 
Agreement  shall  be  subject  to  the  written 
approval  of _ £ _ or  his  duly  author¬ 

ized  rerpesentative  and  shall  not  be  binding 
until  so  approved. 

Clause  9.  Except  for  the  original  of  this 
Agreement,  and  except  as  otherwise  stated 
herein,  the  term  “Contracting  Officer”  as 
used  herein  shall  include  his  duly  appointed 
successor  or  his  duly  designated  repre¬ 
sentative. 

In  Witness  Whereof,  the  pasties  hereto 
have  executed  this  Agreement  on  the  date 
first  herein  written. 

Note  :  Type  or  print  names  under  all  signa¬ 
tures.  r 

Two  witnesses  to  execution  by  subcontractor : 


(Name) 


(Address) 


(City  and  State). 


(Name) 


(Address) 


(City  and  State) 

The  United  States  of  America, 

By . — - - - - 

(Contracting  Officer) 


(Name  of  subcontractor) 

By . 

Its _ 

Business  Address : 


§  1008.712-55  Settlement  of  reserva¬ 
tions.  The  following  form  of  settlement 
agreement  is  suggested  for  use  in  the 
settlement  of  exclusions  or  reservations. 

This  Settlement  Agreement,  entered  into 

on  this _ day  of _ _  19 _ ,  by 

the  United  States  of  America  (hereinafter 
called  “the  Government”),  represented  by 
the  Contracting  Officer  executing  this 
Agreement,  and _ _ 

(i)  A  corporation  organized  and  existing 

under  the  laws  of  the  State  of _ _ 

(ii)  A  partnership  consisting  of _ _ 

(ill)  An  Individual  doing  business  as 

_ _  (hereinafter  called  “the  Con¬ 
tractor”),  with  its  principal  office  or  place 
of  business  located  at  _ _ _ 

Witnesseth  that: 

Whereas,  the  Contractor  and  the  Govern¬ 
ment  have  entered  into  Contract  No. _ 

under  date  of  _ _ _  which,  together 

with  any  and  all  amendments,  changes,  mod¬ 
ifications  and  supplements  thereto,  is  here¬ 
inafter  referred  to  as  "the  Contract”;  and 

Whereas,  the  Contract  has  been  termi¬ 
nated;  and 

Whereas,  a  final  settlement  agreement  was 
executed  in  connection  with  the  termination 
of  the  Contract,  said  final  settlement  agree¬ 


ment  being  dated _ _  and  being 

designated  as  Supplement  No. _ - _ to  the 

Contract;  and 


*  Where  approval  of  settlement  review  board 
is  necessary  or  the  Contracting  Officer  rer 
quests  such  approval,  the  foregoing  Clause 
Will  be  inserted  in  the  Agreement. 


Whereas,  said  final  settlement  agreement 
excepted  from  the  settlement  therein  con¬ 
tained  certain  items  as  more  fully  described 
in  said  final  settlement  agreement,  including 
the  item(s)  described  in  Clause  1  of  this 
Agreement;  and 

Whereas,  the  Government  and  the  Con¬ 
tractor  have  agreed  to  a  settlement  of  said 
item(s)  described  in  Clause  1  of  this  Agree¬ 
ment; 

Now,  Therefore,  the  parties  hereto  do  mu¬ 
tually  agree  as  follows: 

Clause  1.  The  Government  agrees  to  pay 
to  the  Contractor  the  sum  of  ( _ _  on  ac¬ 

count  of  the  following  ltem(s) : 

Item  1: 

Clause  2.  The  Contractor  hereby  releases 
and  forever  discharges  the  Government  from 
all  liability,  and  from  all  claims  and  demands 
which  the  Contractor  now  has  or  may  here¬ 
after  have,  under  the  Contract  insofar  as  it 
pertains  to  the  Contract,  based  upon  the 
item(s)  described  in  Clause  1  of  this  Agree¬ 
ment. 

In  Witness  Whereof,  the  parties  hereto 
have  executed  this  Agreement  on  the  date 
first- herein  written. 

Note:  Type  or  print  frames  under  all 
signatures. 

The  United  States  of  America, 

By . . . - 

(Contracting  Officer) 


(Name  of  contractor) 

By . 

Its _ 


(Business  address) 

Two  witnesses  to  execution  by  contractor: 


(Name) 


(Address) 


(City  and  State) 


(Name) 


(Address) 


(City  and  State) 

§  1008.751  Termination  clause  for 
fixed-price  contracts  for  personal 
services. 

Termination  for  Convenience  of  the 
Government  ' 

(a)  This  contract  may  be  terminated  by 
the  Government  at  any  time  within  the 
period  of  its  duration  upon  not  less  than  15 
days’  written  notice  by  the  Contracting  Offi¬ 
cer  to  the  Contractor.  The  Contractor,  with 
the  written  consent  of  the  Contracting  Offi¬ 
cer,  may  terminate  this  contract  upon  not 
less  than  15  days’  written  notice  to  the  Con¬ 
tracting  Officer,  and  the  consent  of  the  Con¬ 
tracting  Officer  shall  not  unreasonably  be 
withheld. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  or  subsequent  to  the  written  consent 
of  the  Contracting  Officer  as  hereinabove 
provided,  the  Contractor  shall  (1)  discon¬ 
tinue  all  work  to  the  extent  and  on  the  date 
specified  in  such  Notice,  and  (2)  transfer 
title  and  deliver  to  the  Government,  in  the 
manner,  to  the  extent  and  at  the  times  di¬ 
rected  by  the  Contracting  Officer,  the  com¬ 
pleted  and  partially  completed  work,  mate¬ 
rial,  plans,  drawings,  data.  Information, 
reports,  and  other  property  produced  as  a 
part  of,  or  acquired  in  connection  with  the 
performance  of,  the  work  terminated  in  such 
Notice. 

(c)  Upon  termination  of  work  as  provided 
in  this  clause,  the  Contractor  shall  be  paid 
that  part  of  the  fixed  price  set  forth  in  this 
clause  of  this  contract  entitled  “Payments’* 
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the  work  terminated  by  the  Notice  of  Ter. 
mination;  (ii)  the  completed  or  partially- 
completed  plans,  drawings,  information. 
other  property  which,  if  the  contract  had 
been  completed,  would  be  required  to  be 
furnished  to  the  Government;  and  (Hi)  th* 
Jigs,  dies,  fixtures,  and  other  speeial  tools 
and  tooling  acquired  or  manufactured  for 
the  performance  of  this  contract  for  the 
co§t  of  which  the  Contractor  has  been  or  win 
be 'reimbursed  under  this  contract;  (7)  uae 
its  best  efforts  to  sell  in  the  manner,  at  the 
times,  to  the  extent,  and  at  the  price  or 
prices  directed  or  authorized  by  the  Con* 
tracting  Officer,  any  property  of  the  typei 
referred  to  in  provision  (6)  of  this  para, 
graph:  Provided,  however.  That  the  Con. 
tractor  (i)  shall  not  be  required  to 
extend  credit  to  any  purchaser,  and  (ii)  may 
acquire  any  such  property  under  the  condi¬ 
tions  prescribed  by  and  at  a  price  or  prices 
approved  by  the  Contracting  Officer:  And 
provided  further,  That  the  proceeds  of  any 
such  transfer  or  disposition  shall  be  applied 
in  reduction  of  any  payments  to  be  made 
by  the  Government  to  the  Contractor  under 
this  contract  or  shall  otherwise  be  credited 
to  the  price  or  cost  of  work  covered  by  this 
contract  or  paid  in  such  manner  as  the 
Contracting  Officer  may  direct;  (8)  complete 
performance  of  such  part  of  the  work  as 
shall  not  have  been  terminated  by  the  Notice 
of  Termination;  and  (9)  take  such  actions 
as  may  be  necessary,  or  as  the  Contracting 
Officer  may  direct,  for  the  protection  and 
preservation  of  the  property  related  to  this 
contract  which  is  in  the  possession  of  the 
Contractor  and  in  which  the  Government  has 
or  may  acquire  an  interest.  The  Contractor 
shall  proceed  immediately  with  the  perform- 
ance  of  the  above  obligations  notwith¬ 
standing  any  delay  in  determining  or  ad¬ 
justing  any  amount  reimbursable  under  the 
provisions  of  this  clause.  At  any  time  after 
expiration  of  the  plant  clearance  period,  as 
defined  in  Section  VIII,  Armed  Services  Pro¬ 
curement  Regulation,  as  it  may  be  amended 
from  time  to  time,  the  Contractor  may  sub¬ 
mit  to  the  Contracting  Officer  a  list,  certified 
as  to  quantity  and  quality,  of  any  or  all 
items  of  termination  inventory  not  pre¬ 
viously  disposed  of,  exclusive  of  items  the 
disposition  of  which  has  been  directed  or 
authorized  by  the  Contracting  Officer,  and 
may  request  the  Government  to  remove  such 
items  or  enter  into  a  storage  agreement 
covering  them.  _Not  later  than  fifteen  (15) 
days  thereafter,  the  Government  will  accept 
title  to  such  items  and  remove  them  or  enter 
into  a  storage  agreement  covering  the  same, 
provided  that  the  list  submitted  shall  be 
subject  to  verification  by  the  Contracting 
Officer  upon  removal  of  the  items,  or  if  the 
items  are  stored,  within  forty-five  (45)  days 
from  the  date  of  submission  of  the  list,  and 
any  necessary  adjustment  to  correct  the  list 
as  submitted  shall  be  made  prior  to  final 
settlement. 

(c)  After  receipt  of  a  Notice  of  Termina* 
tion,  the  Contractor  shall  submit  to  the 
Contracting  Officer  its  termination  claim,  in 
the  form  and  with  the  certification  pre¬ 
scribed  by  the  Contracting  Officer.  Such 
claim  shall  be  submitted  promptly  but  in 
no  event  later  than  2  years  from  the  effective 
date  of  termination,  unless  one  or  more  ex¬ 
tensions  in  writing  are  granted  by  the  Con¬ 
tracting  Officer  upon  request  of  the  Con¬ 
tractor  made  in  writing  within  such  2-year 
period  or  authorized  extension  thereof. 
However,  if  the  Contracting  Officer  deter¬ 
mines  that  the  facts  Justify  such  action,  he 
may  receive  and  act  upon  any  such  termina¬ 
tion  claim  at  any  time  after  such  2-year 
period  or  any  extension  thereof.  Upon  fail¬ 
ure  of  the  Contractor  to  submit  its  termi¬ 
nation  claim  within  the  time  allowed,  the 
Contracting  Officer  , may  determine,  on  the 
basis  of  information  available  to  him,  the 
amount,  if  any,  due  to  the  Contractor  by 
reason  t^f  the  termination  and  shall  there- 


which  has  accrued  for  services  rendered  here-  the  Contractor  by  reason  of  the  termination 
under  up  to  the  effective  date  of  such  Notice  of  work  pursuant  to  this  clause,  the  Con- 
and  other  amounts  properly  owing  to  the  tracting  Officer  shall  determine,  on  the  basis 
Contractor  under  the  said  “Payments”  clause  of  information  available  to  him,  the  amount, 
which  are  theretofore  unpaid.  Settlement  if  any,  due  to  the  Contractor  by  reason  of 
of  the  termination  of  the  contract  under  the  the  termination  and  shall  pay  to  the  Con- 
provisions  of  this  paragraph  (c)  shall  be  tractor  the  amount  so  determined, 
evidenced  by  a  Supplemental  Agreement  to  (d)  Any  dispute  arising  out  of  the  termi- 
the  contract.  In  the  event  of  the  failure  of  nation  of  the  contract  under  this  clause  shall 
the  Contractor  and  the  Contracting  Officer  be  decided  in  accordance  with  the  procedure 
to  agree  upon  the  whole  amount  to  be  paid  prescribed  in  the  “Disputes”  clause  hereof, 
to  the  Contractor  by  reaspn  of  the  termina-  „  innQ  «r />*••»  •»•*,«««.*» 

tion  of  work  pursuant  to  this  clause,  the  §  1008  753  Termination  clause  for 

Contracting  Officer  shall  determine,  on  the  time-and-matenal  contracts.  The  fol- 
basis  of  information  available  to  him,  the  lowing  clause  will  be  used  in  any  time- 
amount,.  if  any,  due  to  the  Contractor  by  and-material  contract; 
reason  of  the  termination  and  shall  pay  to  Termination 

the  Contractor  the  amount  so  determined. 

(d)  Any  dispute  arising  out  of  the  ter-  (a)  The  performance  of  work  under  this 
mination  of  the  contract  under  this  clause  contract  may  be  terminated  by  the  Govern- 
shall  be  decided  in  accordance  with  the  pro-  ment  in  accordance  with  this  clause  in  whole, 
cedure  prescribed  in  the  “Disputes*’  clause  or  from  time  to  time  in  part,  (1)  whenever 
hereof.  the  Contractor  shall  default  in  performance 

.  , .  _  .of  this  contract  in  accordance  with  its  terms 

§  1008.752  Termination  clause  lor  (including  in  the  term  default  any  such 
technical  services  contracts.  The  fol-  failure  by  the  Contractor  to  make  progress 
lowing  clause  will  be  set  forth  in  in  the  prosecution  of  the  work  hereunder 
any  fixed-price  contract  for  technical  as  endangers  such  performance),  and  shall 
services  fail  to  cure  such  default  within  a  period  of 

'  _  10  days  (or  such  longer  period  as  the  Con- 

Termination  for  Convenience  of  the  tracting  Officer  may  allow)  after  receipt  from 
Government  the  Contracting  Officer  of  a  notice  specify- 

(a)  The  performance  of  work  under  this  inS  the  default,  or  (2)  whenever  for  any 

contract  may  be  terminated  by  the  Govern-  reason  the  Contracting  Officer  shall  deter¬ 
ment  in  accordance  with  this  clause  in  whole.  “ine  «ucb  termination  is  in  the  best 

or  from  time  to  time  in  part,  whenever  the  interests  of  the  Government.  Any  such 
Contracting  Officer  shall  determine  that  such  termination  shall  be  effected  by  delivery  to 
termination  is  in  the  best  interests  of  the  the  Contractor  of  a  Notice  of  Termination 
Government.  Any  such  termination  shall  be  specifying  whether  termination  is  for  the 
effected  by  delivery  to  the  Contractor  of  a  default  of  the  Contractor  or  for  the  con- 
Notice  of  Termination  specifying  the  extent  venience  of  the  Government,  the  extent  to 
to  which  performance  of  work  under  the  con-  which  performance  of  work  under  the  con¬ 
tract  is  terminated,  and  the  date  upon  which  tract  is  terminated,  and  the  date  upon  which 
such  termination  becomes  effective.  ^ch  termination  becomes  effective.  If.  after 

(b)  After  receipt  of  a  Notice  of  Termina-  Notice  of  Termination  of  this  contract  for 

tion,  and  except  £  otherwise  directed  by  the  d®fauJ*  under  (1)  above  it  is  determined 
Contracting  Officer,  the  Contractor  shall  (1)  *bat  tbe  Contractor's  faUure  to  perform  or 
discontinue  aU  work  to  the  extent  and  on  the  to  mak?  Progress  in  performance  to  due  to 
dates  specified  in  such  Notice;  (2)  proceed  pauses  beyond  the  control  and  without  the 
promptlywith  the  return  to  its  plant  of  such  fau“  “  negligence  of  the  Contractor  pur- 
of  its  contractor  personnel  as  may  be  covered  td  ibe  provisions  of  the  clause  of  this 

by  said  Notice;  a£d  (3)  transfer  title  and  de-  contract  entitled  “Excusab  e  Delays,”  the 
liver  to  the  Government,  in  the  manner,  and  Notice  of  Termination  shall  be  deemed  to 
to  the  extent  and  at  the  times  directed  by  *aT«  beei\  issued  under  (2)  above  and  the 
the  Contracting  Officer,  the  completed  and  *****  and  obligations  of  the  parties  hereto 
partially  completed  work,  material,  plans,  shall  in  such  event  be  governed  accordingly, 
drawings,  data,  information,  reports,  and  „  <b>  refiPt  a  Notice  of  Termina- 

other  property  produced  as  a  part  of,  or  tion  and  except  as  otherwise  directed  by  the 
acquired  in  connection  with  the  performance  Contracting  Officer,  the  Contractor  shall  (1) 
of  the  work  terminated  in  such  Notice.  stop  work  under  the  contract  on  the  date 

(c)  Upon  termination  of  work,  as  provided  and  \°  tbe  ext®^  specified  in  the  Notice  of 
In  this  clause,  the  Contractor  shall,  in  re-  Termination;  (2)  place  no  further  orders 
spect  to  such  contractor  personnel  as  may  be  or  subcontracts  for  materials,  services  or  fa- 
covered  by  said  Notice  of  Termination,  be  c  llt.ies  exce^  as  may  be  necessary  for  corn- 
paid  that  part  of  the  fixed  price  set  forth  in  P}etlon  °f  «ucb  Portion  of  the  work  under 
the  clause  of  this  contract  entitled  “Pay-  th®  contract  as  is  not  terminated;  (3)  termi- 
ments”  which  has  accrued  for  services  ren-  nate  all  orders  and  subcontracts  to  the  ex- 
dered  hereunder  up  to  the  effective  date  of  tent  that  they  relate  to  the  performance  of 
such  Notice,  and  for  time  necessary  for  such  work  terminated  by  the  Notice  of  Termina- 
contractor  personnel  to  return  to  the  plant  tion;  (4)  assign  to  the  Government,  in  the 
of  the  Contractor  after  the  effective  date  of  manner  and  to  the  extent  directed  by  the 
said  Notice  and  any  other  amounts  properly  Contracting  Officer  all  of  the  right,  title, 
owing  to  the  Contractor  under  said  “Pay-  and  interest  of  the  Contractor  under  the 
ments”  clause  which  are  theretofore  unpaid,  orders  or  subcontracts  so  terminated;  (5) 
If,  at  the  date  of  said  Notice,  certain  costs  with  the  approval  or  ratification  of  the  Con- 
have  actually  been  incurred  by  the  Contrac-  tracting  Officer,  which  approval  or  ratification 
tor  in  connection  with  the  contract  prelim-  shall  be  final  and  conclusive  for  all  the  pur¬ 
inary  to  the  departure  of  the  contractor  per-  poses  of  this  clause,  settle  all  outstanding 
sonnel  covered  by  said  Notice  of  Termination  liabilities  and  all  claims  arising  out  of  such 
from  the  plant  of  the  Contractor  which  are  termination  of  orders  and  subcontracts,  the 
allocable  to  the  entire  period  of  performance  cost  of  which  would  be  reimbursable,  in 
contemplated  hereunder,  the  Government  whole  or  in  part,  in  accordance  with  the 
will  pay  to  the  Contractor  such  sum  as  the  provisions  of  this  contract;  (6)  transfer  title 
Contracting  Officer  and  the  Contractor  may  (to  the  extent  that  title  has  not  already 
agree  is  properly  allocable  to  the  terminated  been  transferred)  and,  in  the  manner,  to  the 
portion  of  the  contract.  Settlement  under  extent,  and  at  the  times  directed  by  the  Con- 
the  provisions  of  tMa  paragraph  (c)  shall  be  tracting  Officer,  deliver  to  the  Government 
evidenced  by  a  Supplemental  Agreement  to  (t)  the  fabricated  or  unfabricated  parts, 
the  Contract.  In  the  event  of  the  failure  of  work  in  process,  completed  work,  supplies, 
the  Contractor  and  the  Contracting  Officer  to  and  other  material  produced  as  a  part  of,  or 
agree  upon  the  whole  amount  to  be  paid  to  acquired  in  respect  of  the  performance  of, 
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_  to  the  Contractor  the  amount  so  has  been  taken,  the  amount  so  determined  by  _ (Name  of  Subcontractor) ,  herein- 

°P°n  ^ined_  the  Contracting  Officer,  or  (ii)  if  an  appeal  after  called  “the  Subcontractor,”  Insofar  els 

detrtiSublect  to  the  provisions  of  paragraph  lists  been  taken,  the  amount  finally  deter-  such  SubcontrEu:t  or  Purchase  Order  Is  allo- 
!  tbe  Contractor  and  the  Contracting  mined  on  such  appeal.  cable  to  the  terminated  portion  of  its  Prime 

nmeer  may  agree  upon  the  whole  or  any  -  (g)  In  arriving  at  the  amount  due  to  the  Contract  No - - 

t  of  the'  amount  or  amounts  to  be  paid  Contractor  under  this  clause  there  shall  be  Clause  2.  The  United  States  Government 
*the  Contractor  by  reason  of  the  total  or  deducted  (1)  all  unliquidated  advance  or  hereby  accepts  the  aforesaid  transfer  and 
termination  of  work  pursuant  to  this  other  unliquidated  payments  theretofore  assignment  by  the  Prime  Contractor  of  all 


termination  of  work  pursuant  to  this  < 
lause  which  amount  or  amounts  may  in-  i 
C  ude  a  reasonable  allowance  for  profit  on  1 
done.  The  contract  shall  be  amended  i 
accordingly,  and  the  Contractor  shall  be 
oaid  the  agreed  amount.  i 

In  the  event  of  the  failure  of  the  Con-  i 
irlclo:  and  the  Contracting  Officer  to  agree  in  i 
«hoie  or  in  part,  as  provided  in  paragraph  i 
Idl  above,  els  to  the  amounts  to  be  paid  to  ( 
the  Contractor  in  connection  with  the  ter¬ 
mination  of  work  pursuant  to  this  clause,  the 
Contracting  Officer  shall  determine  on  the  ! 
basis  of  information  available  to  him  the 
amount,  if  any,  due  to  the  Contractor  by  rea-  i 
wn  of  the  termination  and  shall  pay  to  the 
Contractor  the  amount  determined  as 
follows : 

(1)  If  the  termination  of  the  contract  is 
for  the  convenience  of  the  Government: 

(i)  There  shall  be  included  for  direct  labor 
hours  (as  defined  in  the  Schedule  of  the  con¬ 
tract)  an  amount  which  shall  be  determined 
by  multiplying  the  number  of  direct  labor 
hours  expended  prior  and  up  to  the  effective 
date  of  termination  by  the  hourly  rate  or 
rates  set  forth  in  the  Schedule  less  any  hourly 
rate  payments  theretofore  made  to  the 
Contractor. 

(ii)  There  shall  be  Included  therein  all 
costs  of  material  reimbursable  in  accordance 
with  this  contract,  not  previously  paid  to  the 
Contractor  for  the  performance  of  this  con¬ 
tract  prior  to  the  effective  date  of  the  Notice 
of  Termination. 

(ill)  There  shall  be  included  therein  the 
reasonable  costs  of  settlement,  including  ac¬ 
counting,  legal,  clerical,  and  other  expenses 
reasonably  necessary  for  the  preparation  of 
settlement  claims  and  supporting  data  with 
respect  to  the  terminated  portion  of  the  con¬ 
tract  and  for  the  termination  and  settlement 
of  subcontracts  thereunder,  together  with 
reasonable  storage,  transportation,  and  other 
■  costs  incurred  in  connection  with  the  pro- 
;  teeth®  or  disposition  of  termination  inven¬ 
tory. 

[  (2)  If  the  termination  of  the  contract  is 

(or the  default  of  the  Contractor: 

(i)  There  shall  be  included  for  all  direct 
labor  hours  (Eis  defined  in  the  Schedule  of 
tbe  contract)  an  amount  which  shall  be  de¬ 
termined  by  multiplying  the  number  of  direct 
iabor  hours  expended  prior  and  up  to  the 
effective  date  of  termination  by  the  hourly 
rate  or  rates  set  forth  in  the  Schedule  less 
tbe  profit  factor  contained  therein  as  indi¬ 
cated  in  the  Schedule  and  less  any  hourly 
rate  payments  theretofore  made. 

(ii)  There  shall  be  included  therein  such 
tost8  as  are  set  forth  in  subparagraphs  ( 1 ) 
(ii)  and  (iii)  of  this  paragraph  (e) :  Provided, 
however,  That  there  shall  not  be  included 
any  amounts  for  the  preparation  of  the  Con¬ 
tractor’s  Settlement  Proposal. 

(8)  If  the  amount  determined  under  sub- 
paragraphs  (1)  and  (2),  above,  is  less  than 
tbe  total  payments  theretofore  made  to  the 
Contractor,  the  Contractor  shall  repay  the 
ttcess  amount  to  the  Government. 

(f)  The  Contractor  shall  have  the  right  of 
appeal,  under  the  clause  of  this  contract  en- 
;  titled  “Disputes,”  from  any  determination 
®&de  by  the  Contracting  Officer  under  para¬ 
graphs  (c)  or  (e)  above,  except  that  if  the 
Contractor  has  failed  to  submit  its  claim 
within  the  time  provided  in  paragraph  (c) 
above,  and  has  failed  to  request  extension  of 
roch  time,  it  shall  have  no  such  right  of 
*  appeal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 
amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con- 
toctorthe  following:  (i)  if  there  is  no  right 
appeal  hereunder  or  if  no  timely  appeal 
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made  to  the  Contractor,  (2)  any  claim  which  o 
the  Government  may  have  against  the  Con-  h 
tractor  in  connection  with  this  contract,  and  o 
(3)  the  agreed  price  for,  or  the  proceeds  of  t 
sale  of  any  materials,  supplies,  or  other  things  s 
acquired  by  the  Contractor  or  sold  pur-  f' 
suant  to  the  provisions  of  this  clause  and  s 
not  otherwise  recovered  by  or  credited  to  the  o 
Government.  a 

(h)  In  the  event  of  a  partial  termination,  t 

the  portion  of  the  contract  relating  to  hourly 
rates  which  are  payable  with  respect  to  the  1' 
work  under  the  continued  portion  of  the  a 
contract  shall  be  equitably  adjusted  by  e 
agreement  between  the  Contractor  and  the  t 
Contracting  Officer,  and  such  adjustment  t 
shall  be  evidenced  by  an  amendment  to  this  I 
contract.  -  * 

(i)  The  Government  may  from  time  to  c 
time,  under  such  terms  and  conditions  as  it 
may  prescribe,  make  partial  payments  and  * 
payments  on  account  against  costs  incurred  * 
by  the  Contractor  in  connection  with  the  e 
terminated  portion  of  the  contract  whenever  T 
in  the  opinion  of  the  Contracting  Officer  the  1 
aggregate  of  such  payments  shall  be  within  £ 
the  amount  to  which  the  Contractor  will  be  E 
entitled  hereunder.  If  the  total  of  such  pay-  1 
ments  is  in  excess  of  the  amount  finally  de- 
termined  to  be  due  under  this  clause,  such  ‘ 
excess  shall  be  payable  by  the  Contractor  to  1 
the  Government  upon  demand,  together  with 
interest  computed  at  the  rate  of  6  percent  per 
annum,  for  the  period  from  the  date  such  1 
excess  payment  is  received  by  the  Contractor  \ 
to  the  date  on  which  such  excess  is  repaid 
to  the  Government;  Provided,  however,  That 
no  interest  shall  be  charged  with  respect  to  1 
any  such  excess  payment  attributable  to  a  1 
reduction  in  the  Contractor’s  claim  by  reason 
of  retention  or  other  disposition  of  termina¬ 
tion  inventory  until  10  days  after  the  date  of 
such  retention  or  disposition. 

(j)  Unless  otherwise  provided  for  in  this 
contract,  or  by  applicable  statute,  the  Con¬ 
tractor  from  the  effective  date  of  termina¬ 
tion  and  for  a  period  of  6  years  after  final 
settlement  under  this  contract  shall  preserve 
and  make  available  to  the  Government  at  all 
reasonable  times  at  the  office  of  the  Con¬ 
tractor,  but  without  direct  charge  to  the 
Government,  all  its  books,  records,  docu¬ 
ments,  and  other  evidence  bearing  on  the 
cost  and  expenses  of  the  Contractor  under 
this  contract  and  relating  to  the  work  ter¬ 
minated  hereunder,  or,  to  the  extent  ap¬ 
proved  by  the  Contracting  Officer,  photo¬ 
graphs,  microphotographs,  or  other  authen¬ 
tic  reproductions  thereof. 

§  1008.756  Assignment  to  the  Gov¬ 
ernment  of  prime  contractor’s  rights  un¬ 
der  terminated  subcontracts.  As  di¬ 
rected  by  the  termination  contracting  of¬ 
ficer,  pursuant  to  the  provisions  of  the 
termination  clause,  the  prime  contractor 
is  obligated  to  assign  to  the  Government 
all  its  right,  title,  and  interest  under  any 
purchase  orders  or  subcontracts  termi¬ 
nated  by  reason  of  their  relation  to  the 
terminated  portion  of  the  prime  con¬ 
tract.  The  following  is  a  suggested  form 
of  assignment. 

Assignment 

Clause  1.  On  this _ day  of - - 

19 _ _ _ (Name  of  Prime 

Contractor),  hereinafter  called  “the  Prime 
Contractor,”  hereby  transfers  and  Ensigns  to 
the  United  States  Government  all  of  the 
•  right,  title  and  interest  of  the  aforesaid 
;  Prime  Contractor  in  and  to  it  Subcontract 
1  (or  Purchase  Order)  No. - -  with - - 


Contract  No _ _ 

Clause  2.  The  United  States  Government 
hereby  accepts  the  aforesaid  transfer  and 
Eissignment  by  the  Prime  Contractor  of  all 
of  the  Prime  ContrEictor’s  right,  title  and 
Interest  in  and  to  the  aforesaid  Subcontract 
or  Purchase  Order  and  Etssumes  and  under¬ 
takes  to  settle  with  and  pay  directly  to  the 
said  Subcontractor  such  amounts  as  may  be 
found  to  be  due  said  Subcontractor  by  rea¬ 
son  of  the  termination  of  said  Subcontract 
or  Purchase  Order,  InsofELr  as  such  amounts 
are  allocable  to  the  terminated  portion  of 
the  said  Prime  Contract. 

Clause  3.  The  Prime  Contractor  hereby  re¬ 
leases  the  United  States  Government  from 
any  obligation  which  the  United  States  Gov¬ 
ernment  now  has  or  may  have  to  reimburse 
the  Prime  Contractor  for  any  sums  which 
the  Prime  Contractor  might  be  required  to 
pay  to  the  Subcontractor  by  reason  of  the 
termination  of  the  said  Subcontract  or  Pur¬ 
chase  Order. 

Clause  4.  The  United  States  Government 
hereby  releases  the  Prime  Contractor  from 
all  obligation  to  negotiate  and  settle  with 
and  pay  to  the  Subcontractor  the  amounts 
which  are  or  will  be  due  to  the  Subcontractor 
by  reason  of  the  termination  of  the  said 
Subcontract  or  PurchEise  Order,  insofar  as 
such  amounts  Eire  allocable  to  the  termi¬ 
nated  portion  of  the  Prime  Contract  under 
which  the  said  Subcontract  or  Purchase  Or¬ 
der  was  issued  and  terminated.  The  United 
States  Government  further  agrees  to  hold 
the  Prime  Contractor  harmless  in  the  event 
that  any  litigation  arises  in  connection  with 
such  obligation,  subject  to  the  provisions 
of  paragraph  5  hereof  and  any  other  limita¬ 
tions  within  the  purview  of  the  Armed  Serv¬ 
ices  Procurement  Regulation  and  other  exist¬ 
ing  applicable  regulations  as  well  as  those 
set  forth  in  the  Contracting  Officer’s  letter 

dated _ _ _ directing  the  Prime 

Contractor  to  make  this  assignment. 

Clause  5.  In  the  event  that  the  Subcon¬ 
tractor  institutes  litigation  against  the  Prime 
Contractor  in  connection  with  any  obliga¬ 
tion  referred  to  herein,  the  Prime  Contractor 
hereby  agrees  promptly  to  notify  the  United 
States  Government  of  such  action  and  to 
defend  such  litigation  or,  if  the  United  States 
Government  jso  requests,  to  permit  the 
United  States  Government  to  assume  the 
defense  of  such  litigation.  The  failure  of 
the  Contractor  to  comply  with  the  provi¬ 
sions  of  this  paragraph  shall  relieve  the 
United  States  Government  from  all  liability 
under  this  Assignment  Agreement,  or  other¬ 
wise,  to  pay  any  claim  arising  in  connection 
with  any  of  such  obligations. 

In  Witness  Whereof,  this  Assignment 
Agreement  has  been  executed  by  the  Con¬ 
tractor  and  for  and  on  behalf  of  the  United 
States  Government  by  the  Contracting  Offi¬ 
cer  as  of  the  date  first  above  written. 

Note:  Type  or  print  names  under  all  signa¬ 
tures. 

(Name  of  contractor) 


The  United  States  op  America, 

By  . - . 

(Contracting  Officer) 

Two  witnesses  to  execution  by  contractor: 

“ —  —  -  —  —  — ^  —  —  —  • 

(Name) 


(Address) 


(City  and  State) 


(Name) 


(Address) 


(City  and  State) 


RULES  AND  REGULATIONS 


Clause  6.  Waiver  of  lien.  The  Contract™ 
hereby  waives  any  lien  on  the  property  here 
inabove  described,  to  which  it  may  be  e 
titled  and  agrees  it  will  not  assert  anv  11 
thereon.  y  lltn 

Clause  7.  Termination  for  convenient* 
the  Government. 

(a)  Performance  of  work  under  this  Con 
tract  may  be  terminated,  in  whole  or  from 
time  to  time  in  part,  by  the  Government 
whenever  the  Contracting  Officer  shall  deter 
mine  that  such  action  is  in  the  best  interest! 
of  the  Government. 

(b)  The  Contractor  and  the  Contracting 
Officer  may  agree  upon  the  whole  or  anv 
part  of  the  amount  or  amounts  to  be  paid  to 
the  Contractor  by  reason  of  the  total  or  par 
tial  termination  under  this  Clause, 
amount  or  amounts  may  include  a  reason, 
able  allowance  for  profit  only  in  those  cases 
where  profit  was  allowed  in  the  original  con. 
tract  price  and  only  on  costs  for  work  done 
in  connection  with  the  terminated  portion 
pf  the  Contract.  The  Contract  shall  be 
amended  accordingly  and  the  Contractor 
shall  be  paid  the  agreed  amount. 

(c)  Any  disputes  which  may  arise  hereun. 
der  shall  be  subject  to  the  provisions  of  the 
"Disputes”  clause  of  this  contract. 

Clause  8.  Disposition  of  property,  in  the 
event  of  contract  completion  or  termination 
partial  or  complete,  the  Contractor  shall  use 
its  best  efforts  to  sell  any  of  the  property 
in  the  manner,  to  the  extent,  at  the  times 
and  at  the  prices  directed  or  authorised  by 
the  Contracting  Officer:  Provided,  however 
That  the  Contractor  (i)  shall  not  be  required 
to  extend  credit  to  any  purchaser  and  (11) 
may  acquire  any  such  property  under  the 
conditions  prescribed  by  and  at  a  price  or 
prices  approved  by  the  Contracting  Officer: 
And  provided  further.  That  the  net  proceed! 
from  such  sale  or  disposition  of  property 
shall,  upon  the  direction  of  the  Contracting 
Officer,  be  retained  as  a  disposal  credit  or 
shall  be  forwarded  to  the  Contracting  Officer 
in  the  form  of  a  certified  check,  postal  money 
order  or  bank  draft  ihade  payable  to  the 
Treasurer  of  the  United  States.  The  Con¬ 
tractor  also  agrees  to  furnish  certified  weight* 
and  scrap  warranties  if  the  material  is  sold 
as  scrap. 

Clause  9.  Segregation  of  property.  All  the 
property  shall  be  kept  separate  from  all 
other  property  whether  or  not  the  property 
may,  by  law  or  by  Custom,  be  considered 
fungible,  and  shall  be  identified  as  Govern¬ 
ment-owned  property.  This  does  not  require, 
however,  that  the  property  be  stored  in  sepa- 
rate  rooms,  on  different  floor  levels  than 
other  similar  property,  or  in  a  particular 
space. 

Clause  10.  Deliveries.  Deliveries  of  all,  or 
from  time  to  time,  of  part  of  the  property 
from  storage  to  the  Government  at  the  stor¬ 
age  site  or  to  its  designated  carrier  or  trans¬ 
fer  agent  will  be  accomplished  by  the  Con¬ 
tractor  on  receipt  of  a  written  order  from  the 
Contracting  Officer.  However,  such  deliveries 
shall  be  accomplished  subject  to  any  limits- 
tions  contained  within  Clause  2  of  this 
tract. 

Clause  11.  Changes.  The  Contracting  01- 
cer  may  at  any  time,  by  a  written  order, 
and  without  notice  to  the  sureties,  make 
changes,  within  the  general  scope  of  this 
Contract,  in  any  one  or  more  of  the  follow¬ 
ing:  (i)  method  of  shipment  or  packing; 
and  (ii)  place  of  delivery.  If  any  such 
change  causes  an  increase  or  decrease  in  the 
cost  of,  or  the  time  required  for,  perform¬ 
ance  of  this  Contract,  an  equitable  adjust¬ 
ment  shall  be  made  in  the  Contract  price 
or  delivery  schedule,  or  both,  and  the  Con¬ 
tract  shall  be  modified  in  writing  accord¬ 
ingly.  Any  claim  by  the  Contractor  for 
adjustment  under  this  Clause  must  be  as¬ 
serted  within  30  days  from  the  date  of  receipt 
by  the  Contractor  of  the  notification  of 
change;  Provided,  however.  That  the  Con¬ 
tracting  Officer,  if  he  decides  that  the  facts 


“the  Government,”  represented  by  the  Con¬ 
tracting  Officer  executing  this  Contract,* 

and  _  a  corporation  organized  and 

existing  under  the  laws  of  the  State  of 

. _  a  partnership  consisting  of 

. _ doing 

business  as - - - - - .. - - — , 

an  individual  doing  business  as _ 

of  the  City  of _ _ 

in  the  State  _ herein¬ 

after  called  “the  Contractor,” 

Witnesseth  that: 

Whereas,  the  Government  owns  certain 
property,  as  hereinafter  described,  as  a  result 
of  change,  termination,  expiration,  or  com¬ 
pletion  of  Contract  No.  (or. Contracts  num¬ 
bered  ) ;  and 

Whereas,  the  Government  has  determined 
that  such  property  shall  be  properly  pre¬ 
pared  for  shipping  and/or  storage  purposes; 

Now,  Therefore,  in  consideration  of  the 
premises  and  of  the  mutual  covenants  and 
agreements  herein  contained,  and  for  other 
good  and  valuable  considerations,  the  parties 
hereto  agree  as  follows: 

Clause  1.  Title  to  property.  The  Contrac¬ 
tor  hereby  acknowledges  and  confirms  that 
the  Government  has  title  to  said  property, 
free  and  clear  of  any  and  all  liens  and  en¬ 
cumbrances  whatsoever.  Said  property  con¬ 
sists  of  the  following:  (here  list  and  describe 
the  property.  If  the  list  is  lengthy,  attach 
it  as  an  Exhibit  to  the  Contract.  In  such 
event  revise  the  last  sentence  above  to  read: 
“Said  property  is  listed  and  described  in 
Exhibit  ‘A’  attached  hereto  and  made  a  part 
hereof.”  If  the  list  is  so  bulky  as  to  make 
the  use  of  an  attached  Exhibit  impracticable 
then  the  listing  of  the  property  may  be  incor¬ 
porated  by  reference,  in  which  event  a  provi¬ 
sion  should  be  inserted  stating,  in  essence, 
that  the  property  is  listed  and  described  in 

a  Schedule  or  List  designated  as  “ _ " 

and  consisting  of _ number  of  pages, 

which  Schedule  has  been  prepared  by 

_ _  and  certified  by  the  preparing 

party  as  correct  as  to  quantities  and  descrip¬ 
tion,  and  true  copies  of  which  Schedule  are 
on  file  with  the  Government  in  the  Qffice  of 
the  Contracting  Officer  and  at  Headquarters, 
Air  Materiel  Command,  Wright-Patterson 
Air  Force  Base,  Ohio,  and  with  the 
Contractor.) 

Clause  2.  Services.  The  Contractor  agrees 
to  perform  all  the  services  necessary  in  the 
handling,  stqrage,  preservation,  packing,  and 
delivery  of  the  property,  preparation  for  ship¬ 
ment,  including  local  delivery  (or  other 
services ) ,  described  in  more  detail  as  follows : 
(Appropriate  description  of  services.  Where 
appropriate,  give  location  of  property  before 
and  after  storage.  In  cases  involving  packag¬ 
ing,  set  forth  standards  of  packaging.) 

The  work  will  be  executed  in  the  best  and 
most  workmanlike  manner  by  qualified,  care¬ 
ful,  and  efficient  workmen,  with  material  of 
the  best  quality  to  be  furnished  by  the  Con¬ 
tractor  at  the  Contractor’s  own  expense, 
conforming  to  standard  commercial  practice. 

Clause  3.  Period  for  performance.  The 
Contractor  shall  begin  performance  of  the 
services  set  forth  in  Clause  2  on  Or  before 

_ _  and  shall  complete  all  of  such 

services  not  later  than _ _ 

Clause  4.  Consideration.  Upon  completion 
of  the  services  described  in  Clause  2,  to  the 
satisfaction  of  the  Contracting  Officer,  the 
Government  will  pay  the  Contractor  upon 
receipt  of  properly  certified  invoices  or  vouch¬ 
ers,  the  sum  of _ as  full  payment  for  the 

services  to  be  furnished  hereunder. 

Clause  5.  Inspection.  (Insert  the  clause 
set  forth  in  AFPI  7-4037  (32  CFR  1007.4037) .) 


§  1008.757  Security  for  partial  pay¬ 
ments.  The  following  tender  and  accept¬ 
ance  of  lien  will  be  used  as  security  for 
partial  payments  to  contractors: 


(Name  of  Prime  Contractor) 

Contract  No. _ _ 

Subcontract  (Purchase  Order) 

No . . - 

Prior  to  transfer  to  the  United  States  Gov¬ 
ernment  of  title  to  property  the  cost  of  which 
is  included  in  the  termination  settlement 
claim  and/or  application  of  the  undersigned 

Contractor,  dated _ _  for  partial 

payment  in  the  amount  of  $ _ _  under 

Contract  No. _ _  the  Contractor  hereby 

warrants  the  title  to  all  of  said  property  to 
be  free  and  clear  of  liens  and  encumbrances. 
In  consideration  of  said  partial  payment  in 

the  sum  of  $ _ being  made  by  the  United 

States  Government  to  or  for  the  benefit  of 
the  undersigned  Contractor,  the  United 
Government  is  hereby  granted  a  lien,  para¬ 
mount  to  all  other  liens,  upon  all  property 
the  cost  of  which  is  included  in  the  said 
termination  settlement  claim  and/or  partial 
payment  application.  The  undersigned  Con¬ 
tractor  hereby  agrees  not  to  further  encum¬ 
ber  said  property  prior  to  transfer  of  title 
thereto  to  the  Government  and  its  disposi¬ 
tion  under  applicable  Government  regula¬ 
tions.  The  lien  hereby  granted  will  be  dis¬ 
charged  upon  transfer  of  title  to  said  property 
to  the  Government  free  and  clear  of  all  other 
liens  and  encumbrances  and  disposition  of 
said  property  under  proper  Government  di¬ 
rection,  authority,  or  approval. 


(Name  of  contractor) 


(Name  and  official  title  or 
partner) 

Business  Address: 


Dated _ 

Accepted 


(Contracting  Officer) 

* 

5  1008.758  Storage  agreement.  The 
following  form  will  be  used  to  document 
storage  of,  and  cover  related  services  in 
connection  with,  Government  property, 
(a)  General.  * 

(Cover  Sheet) 

Contract  No.  AF _ _ 

PR  No. 

Service  Contract 
United  States  Air  Force 


(Title  of  office  in  the  field  organization 
originating  the  Contract) 

Contractor :  _ 

Contractor’s  address: _ - 

Contract  for: _ _ 

Amount: _ _ 

Location  of  property: _ 

Payments  to  be  made  by  Air  Force  Finance 

Officer,  at _ _ 

The  services  to  be  obtained  by  this  In¬ 
strument  are  authorized  by,  are  for  the  pur¬ 
poses  set  forth  in,  and  are  chargeable  to  the 
allotments  below  enumerated,  the  available 
balances  .of  which  are  sufficient  to  cover  the 
cost  thereof. 

-  The  ( _ )  (Designation  of 

APD  or  AFPRO)  at . . . . 

is  designated  as  the  office  having  overall 
administrative  responsibility  for  this  Con¬ 
tract. 

This  Contract,  entered  into  this  ...... 

day  of  _  19 _ _  by  the 

United  States  of  America,  hereinafter  called 


Saturday,  March  1,  1958 

.loHfv  BUch  action,  may  receive  and  act 
E  any  such  claim  asserted  at  any  time 
ior  to  final  payment  under  this  Contract, 
vniiure  to  agree  to  any  adjustment  shall  be 
dispute  concerning  a  question  of  fact 
tithin  the  meaning  of  the  clause  of  this 
rontract  entitled  “Disputes.”  However, 
nnthine  in  this  clause  shall  excuse  the  Con¬ 
tractor  from  proceeding  with  the  Contract 
as  changed. 

clause  12.  Convict  labor. .  (Insert  the 
clause  set  forth  in  ASPR  12-203  (32  CFR 

^Clause  13.  Eight-hour  law  of  1912.  (In¬ 
sert  the  clause  set  forth  in  ASPR  12—303.1 
,  (32  CFR  12.303-1).)  .  -  r_ 

'  Clause  14.  Nondiscrimination  in  employ¬ 
ment  (Insert  the  clause  set  forth  in  ASPR 
12-804  (  32  CFR  12.804).) 

Clause  15.  Officials  not  to  benefit.  (In¬ 
sert  the  clause  set  forth  in  ASPR  7-103.19 
(32 CFR  7.103-19).) 

Clause  16.  Covenant  against  contingent 
fees  (Insert  the  clause  set  forth  in  ASPR 
7-103.20  (32  CFR  7.103-20) .) 

Clause  47.  Disputes.  (Insert  the  clause  set 
forth  in  ASPR  7-103.12  (32  CFR  7.103-12).) 

Clause  18.  Liability  for  Government -owned 
property. 

(a)  Except  as  otherwise  specifically  pro¬ 
vided  in .  this  Contract,  the  Contractor  as¬ 
sumes  the  risk  of,  and  shall  be  responsible 
for,  any  loss  or  damage,  resulting  from  lack 
of  reasonable  care  on  the  part  of  the  Con¬ 
tractor,  to  property  of  the  Government  in  the 
possession  or  control  of  the  Contractor  in 
connection  with  this  Contract  (hereinafter 
caHed  "Government  property”) . 

(b)  Except  for  loss,  destruction,  or  damage 
resulting  from  the  Contractor’s  willful  mis¬ 
conduct.  negligence,  or  lack  of  good  faith 
with  respect  to  the  protection  of  Government 
property,  the  Contractor  shall  not  be  liable 
for  loss  or  destruction  of  or  damage  to  such 
Government  property  ( 1 )  caused  by  any  peril 
while  the  property  is  in  transit  off  the  Con¬ 
tractor’s  premises,  or  (2)  caused  by  any  of 
the  following  perils  while  the  property  is  on 
the  Contractor’s  or  Subcontractor’s  premises, 
or  on  any  other  premises  where  such,property 
may  properly  be  located,  or  by  removal  there¬ 
from  because  of  any  of  the  following  perils: 

Fire;  lightning,  windstorm,  cyclone,  tor¬ 
nado,  hail;  explosion;  riot;  riot  attending  a 
strike,  civil  commotion;  vandalism  and  ma- 

^  licious  mischief;  aircraft  or  objects  falling 
therefrom;  vehicles  running  on  land  or 
tracks,  excluding  vehicles  owned  or  operated 
by  the  Contractor  or  any  agent  or  employee 
of  the  Contractor;  smoke,  sprinkler  leakage; 
earthquake  or  volcanic  eruption;  flood, 
meaning  thereby  rising  of  a  body  of  water; 
hostile  or  warlike  action,  including  action  in 
hindering,  combating,  or  defending  against 
an  actual,  impending,  or  expected  attack  by 
any  government  or  sovereign  power  (de  jure 
or  de  facto) ,  or  by  any  authority  using  mili¬ 
tary,  naval,  or  air  forces,  or  by  an  agent  of 
any  such  government,  power,  authority,  or 
forces;  or  other  peril,  of  a  type  not  listed 
"above,  which  is  customarily  covered  by  insur¬ 
ance  (or  by  a  reserve  for  self-insurance)  in 
accordance  with  the  normal  practice  of  the 
Contractor,  or  the  prevailing  practice  in  the 
industry  in  which  the  Contractor  is  engaged 
With  respect  to  similar  property  in  the  same 
general  locale. 

The  perils  as  set  forth  in  (1)  and  (2),  above, 
are  hereinafter  called  “excepted  perils.” 

(c)  The  Contractor  represents  that  it  is 
not  including  in  the  price  hereunder,  and 
agrees  that  it  will  not  hereafter  include  in 
any  price  to  the  Government,  any  charge  or 

!  reserve  for  insurance  (including  self-insur¬ 
ance  funds  or  reserves)  covering  loss  or  de¬ 
struction  of  or  damage  to  the  Government 
property  caused  by  any  excepted  peril. 

(d)  Upon  the  happening  of  loss  or  destruc¬ 
tion  of  or  damage  to  any  Government  prop- 
erty  caused  by  an  excepted  peril,  the  Con- 
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tractor  shall  notify  the  Contracting  Officer 
thereof,  and  shall  communicate  with  the 
Loss  and  Salvage  Organization,  if  any,  now 
or  hereafter  designated  by  the  Contracting 
Officer,  and  with  the  assistance  of  the  Loss 
and  Salvage  Organization  so  designated  (un¬ 
less  the  Contracting  Officer  has  directed  that 
no  such  organization  be  employed),  shall 
take  all  reasonable  steps  to  protect  the  Gov¬ 
ernment  property  from  further  damage,  sep¬ 
arate  the  damaged  and  undamaged  Govern¬ 
ment  property,  put  all  the  Government 
property  in  the  best  possible  order  and  fur¬ 
nish  to  the  Contracting  Officer  a  statement 
of:  (1)  the  lost,  destroyed,  and  damaged  Gov¬ 
ernment  property;  (2)  the  time  and  origin 
of  the  loss,  destruction,  or  damage;  (3)  all 
known  interests  in  commingled  property  of 
which  the  Government  property  is  a  part; 
and  (4)  the  insurance,  if  any  covering  any 
part  of  or  interest  in  such  commingled  prop¬ 
erty.  The  Contractor  shall  be  reimbursed  for 
the  expenditures  made  by  it  in  performing 
its  obligations  under  this  subparagraph  (d) 
(including  charges  made  to  the  Contractor 
by  the  Loss  and  Salvage  Organization,  except 
any  of  such  charges  the  payment  of  which  the 
Government  has,  at  its  option,  assumed  di¬ 
rectly),  to  the  extent  approved  by  the  Con¬ 
tracting  Officer  and  set  forth  in  a  supple¬ 
mental  agreement. 

(e)  With  the  approval  of  the  Contracting 
Officer  after  loss  or  destruction  of  or  damage 
to  Government  property,  and  subject  to  such 
conditions  and  limitations  as  may  be  imposed 
by  the  Contracting  Officer,  the  Contractor 
may,  in  order  to  minimize  the  loss  to  the  Gov¬ 
ernment  or  in  order  to  permit  resumption  of 
business  or  the  like,  sell  for  the  account  of 
the  Government  any  item  of  Government 
property  which  has  been  damaged  beyond 
practicable  repair,  or  which  is  so  commingled 
or  combined  with  property  of  others,  includ¬ 
ing  the  Contractor,  that  separation  is  im¬ 
practicable. 

(f )  Except  to  the  extent  of  any  loss  or  de¬ 
struction  of  or  damage  to  Government  prop¬ 
erty  for  which  the  Contractor  is  relieved  of 
liability  under  the  foregoing  provisions  of 
this  Clause,  and  except  for  reasonable  wear 
and  tear  or  depreciation,  or  the  utilization 
of  the  Government  property  in  accordance 
with  the  provisions  of  this  Contract,  the  Gov¬ 
ernment  property  (other  than  property  per¬ 
mitted  to  be  sold)  shall  be  returned  to  the 
Government  in  as  good  condition  as  when 
received  by  the  Contractor  in  connection  with 
this  Contract. 

(g)  In  the  event  the  Contractor  is  reim¬ 
bursed  or  compensated  for  any  loss  or  de¬ 
struction  of  or  damage  to  the  Government 
property,  caused  by  an  excepted  peril,  it  shall 
equitably  reimburse  the  Government.  The 
Contractor  shall  do  nothing  to  prejudice  the 
Government’s  rights  to  recover  against  third 
parties  for  any  such  loss,  destruction,  or 
damage  and,  upon  the  request  of  the  Con¬ 
tracting  Officer,  shall  at  the  Government’s 
expense,  furnish  to  the  Government  all  rea¬ 
sonable  assistance  and  cooperation  (includ¬ 
ing  the  prosecution  of  suit  and  the  exception 
of  instruments  of  assignment  in  favor  of  the 
Government)  in  obtaining  recovery. 

(h)  The  Government  shall  at  all  reason¬ 
able  times  have  access  to  the  premises  where¬ 
in  any  Government  property  is  located. 

Clause  19.  Taxes.  (Insert  the  clause  set 
forth  in  ASPR  11-401  (32  CFR  11.401).) 

Clause  20.  Assignment  of  claims.  (Insert 
the  clause  set  forth  in  ASPR  7-103.8  (32  CFR 

7.103-8).) 

Clause  21.  Notice  to  the  Government  of 
labor  disputes.  (Insert  the  clause  set  forth  in 
ASPR  7-105.3  (32  CFR  7.105-3).) 

Clause  22.  Furnishing  of  materials  and 
supplies  by  the  Government  at  its  option. 
(Insert  the  clause  set  forth  in  AFPI  7-4009 
(32  CFR  7.4009).) 

Clause  23.  Inspection  and  audit  of  books. 
(Insert  the  clause  set  forth  in  AFPI  7-4023 
(32  CFR  7.4023).) 


Clause  24.  Default.  (Insert  the  clause  set 
forth  in  ASPR  7-103.11  (32  CFR  7.103-11) .) 

Clause  25.  Renegotiation.  (Insert  the 
clause  set  forth  in  ASPR  7-103.13  (32  CFR 

7.103-13).) 

Clause  26.  Gratuities.  (Insert  the  clause 
set  forth  in  ASPR  7-104.16  (32  CFR  7.104- 
16).) 

Clause  27.  Definitions.  (Insert  the  clause 
set  forth  in  ASPR  7-103.1  (32  CFR  7.103-1).) 

Clause  28.  Equipment.  If  this  Contract 
covers  packing  and  crating  services  of  $1,000 
or  more,  this  Clause  will  be  a  part  of  this 
Contract : 

The  Contractor  warrants  that  he  has 
sufficient  equipment  facilities  and  plant 
capacity  to  perform  the  services  for  the 
estimated  quantities  of  items  set  forth  in 
the  schedule  during  the  Contract  period. 

Clause  29.  Weighing  and  marking.  If  this 
Contract  covers  packing  and  crating  serv¬ 
ices  of  $1,000  or  more,  this  clause  will  be  a 
part  of  this  Contract: 

Each  contained  (box,  crate,  barrel,  etc.) 
shall  be  weighed  and  marked  by  the  Con¬ 
tractor  at  the  time  packing  and  crating  serv¬ 
ices  are  performed,  except  as  otherwise  pro¬ 
vided  for  in  this  Contract.  The  costs  of 
weighing  and  marking  are  included  in  the 
Contract  price  for  items  calling  for  packing 
and  crating  services.  The  Contractor  guar¬ 
antees  that  the  scales  used  for  weighing  are 
accurate  and  that  their  accuracy  will  be 
checked  and  certified  by  an  inspector  ac¬ 
ceptable  to  the  Contracting  Officer  not  less 
often  than  once  each  6  months.  .  The  costs 
of  such  inspections  will  be  borne  by  the 
Contractor.  The  Contractor  also  guarantees 
that  all  weighing  and  marking  will  be  ac¬ 
curately  performed.  Failure  to  satisfactorily 
meet  these  requirements,  as  determined  by 
the  Contracting  Officer,  will  be  sufficient  rea¬ 
son  for  termination  of  the  Contract  by  the 
Government.  Each  container  will  be  suit¬ 
ably  and  legibly  marked  as  designated  by 
the  Contracting  Officer  or  his  authorized  rep¬ 
resentative.  Necessary  information  and  in¬ 
structions  relating  to  markings  required  will 
be  provided  by  the  Contracting  Officer  or  his 
representative,  for  each  order  against  this 
Contract.  Such  markings  will  be  governed 
by  regulations  applicable  to  the  ordering 
agency. 

Clause  30.  Examination  of  records.  (If  the 
amount  of  this  contract  exceeds  $1,000,  in¬ 
sert  the  clause  set  forth  in  ASPR  7-104.15 
(32  CFR  7.104-15).) 

Clause  31.  Utilization  of  small  business 
concerns.  (If  the  amount  of  this  contract 
exceeds  $5,000,  insert  the  clause  set  forth  in 
ASPR  7-104.15  (32  CFR  7.104-15) .)  _  * 

Clause  32.  Subcontracts  for  work  or  serv¬ 
ices.  (Insert  the  clause  set  forth  in  ASPR 
7-4030  (b)  (32  CFR  7.4030  (b) ) .) 

Clause  33.  Extras.  (Insert  the  clause  set 
forth  in  ASFR  7-103.3  (32  CFR  7.103-3).) 

Clause  34.  Military  security  requirements. 
(According  to  the  requirements  of  ASPR  7- 
104.12  (32  CFR  7.104-12),  insert  the  clause 
set  forth  in  ASPR  7-104.12  (32  CFR 

7.104- 12).) 

Clause  35.  Buy  American  Act.  (Insert  the 
clause  set  forth  in  ASPR  7-103.14  (32  CFR 
7.103-14).) 

Clause  36.  Reporting  of  royalties.  (If  the 
amount  of  this  contract  exceeds  $10,000,  in¬ 
sert  the  clause  set  forth  in  ASPR  9-110  (32 
CFR  9.110).) 

Clause  37.  Government  property.  The 
Contractor  shall  comply  with  the  provisions 
of  Appendix  B,  Manual  for  Control  of  Gov¬ 
ernment  Property  in  Possession  of  Contrac¬ 
tors,  of  the  Armed  Services  Procurement 
Regulation.' 

Clause  38.  Approval  of  Contract.  (Insert 
the  clause  set  forth  in  ASPR  7-105.2  (32  CFR 

7.105- &.) 

In  Witness  Whereof,  the  parties  hereto 
have  executed  this  Contract  as  of  the  date 
first  herein  written. 
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Note.  Type  or  print  names  under  all  sig¬ 
natures. 

The  United  States  of  America, 
By . - . 

(Contracting  Officer ) 


(Name  of  contractor) 

By  — . 

Its _ 


(Business  address) 

Two  witnesses  to  execution  by  contractor: 


(Name) 


(Address) 

(b)  No-cost  storage.  The  following 
changes  will  be  made  to  the  Storage 
Agreement  Form  provided  in  paragraph 
(a)  of  this  section,  to  facilitate  its  use 
in  the  execution  of  a  No-Cost  Storage 
Agreement. 

(1)  Cover  sheet:  delete  any  reference 
to  the  making  of  payments. 

(2)  Clause  2,  Services:  delete  and  re¬ 
place  by  the  following: 

The  Contractor  agrees  to  perform  all  serv¬ 
ices  necessary  in  the  handling,  preservation 
and  storage  of  the  property  (delete  “han¬ 
dling”  and/or  “preservation”  if  inapplicable) , 
and  without  cost  to  the  Government  release 
such  items  upon  the  expiration  of  the 
storage  period  set  forth  in  Clause  3  below. 
The  work  will  be  executed  in  the  best  and 
most  workmanlike  manner  by  qualified, 
careful,  and  efficient  workmen  with  material 
of  acceptable  quality  to  be  furnished  by  the 
Contractor  at  the  Contractor’s  own  expense, 
conforming  to  standard  commercial  practice. 
The  Contractor  will  permit  the  withdrawal 
for  use  and  subsequent  return  to  storage  of 
such  items  as  are  requested  by  the  Con¬ 
tracting  Officer  at  no  additional  cost:  Pro¬ 
vided.  however.  That  if  such  items  are 
withdrawn  and  forwarded  to  a  Government 
depot  or  Government  contractor  other  than 
subject  Contractor,  removal  and  return  of 
said  items  shall  be  at  the  expense  of  the 
Government:  And  provided  further.  That  in 
the  event  shipping  instructions  are  issued  by 
the  Contracting  Officer  for  items  included 
herein  which  items  are  to  be  forwarded  to  a 
Government  depot  or  to  a  contractor  other 
than  subject  Contractor,  but  which  instruc¬ 
tions  are  withdrawn  before  shipment  is 
effected  and  it  can  be  reasonably  shown  that 
Contractor  has  acted  in  furtherance  of  said 
orders,  payment  for  packaging,  preservation, 
and  crating  of  said  items  shall  be  borne  by 
the  Government.  With  these  exceptions,  the 
services  to  be  rendered  by  the  Contractor 
under  the  contract  will  not  be  made  the 
basis  of  any  future  claim  against  the  Gov¬ 
ernment  for  other  compensation.  The 
property  will  be  stored  on  the  Contractor’s 
premises  at _ _ _ _ _ 

(3)  Clause  4,  Consideration:  delete 
and  replace  by  the  following: 

Performance  of  the  work,  set  forth  in 
Clause  2,  will  be  at  no  cost  to  the  Govern¬ 
ment.  Furthermore,  no  charge  for  work  per¬ 
formed  under  this  contract  will  be  recovered 
as  an  indirect  charge  to  other  Government 
work  unless  expressly  approved  by  the  Con¬ 
tracting  Officer. 


(4)  Insert  the  following  Clause,  to  be 
numbered  “5.”  All  clauses  which  follow 
should  be  renumbered  to  follow  consecu¬ 
tively  from  this  Clause. 

Right  of  Use 

Upon  the  written  consent  of  the  Contract¬ 
ing  Officer,  the  Contractor  shall  have  .the 
right  to  remove  any  and  all  of  the  property 
from  storage  at  such  times  as  the  Contractor 
or  its  Subcontractors  require  the  same  for  the 
performance  of  contracts  with  the  Govern¬ 
ment.  The  Government  shall  make  no  charge 
under  this  contract  for  such  use.  The  Con¬ 
tractor  shall  have  the  right  to  modify  and 
adapt  the  property  at  no  cost  to  the  Govern¬ 
ment  under  this  contract  to  the  extent  nec¬ 
essary  for  use  in  the  performance  of  such 
Government  contracts,  and  may  return  the 
property  to  storage  as  so  changed  or  altered. 
In  using  the  property,  whether  altered  or 
unaltered,  the  Contractor  will  perform  rea¬ 
sonable  maintenance,  repair  and  service 
consonant  with  sound  manufacturing  proce¬ 
dure,  At  such  time  or  times  as  the  purpose 
for  which  such  property  is  removed  is  com¬ 
pleted,  the  Contractor  shall  return  such  prop¬ 
erty  to  storage,  in  its  original  condition, 
excepting  alterations  and  reasonable  wear  and 
tear.  Return  to  storage  will  be  effected  by 
the  Contractor  unless  otherwise  authorized 
by  the  Contracting  Officer.  The  Contractor 
shall  make  no  charge  under  this  contract  for 
the  cost  of  removing,  preserving,  repackaging, 
and  returning  to  storage  property  removed 
for  use  in  the  performance  of  contracts  with 
the  Government.  (Delete  “preserving”  and/or 
“repackaging”  if  inapplicable.)- 

(5)  Clause  19,  Taxes:  delete  in  its 
entirety. 

(6)  Clause  20,  Assignment  of  Claims: 
delete  in  its  entirety. 

(7)  Clause  22,  Furnishing  of  Materials 
and  Supplies  by  the  Government  at  Its 
Option:  delete  the  last  sentence  and  sub¬ 
stitute:  ‘Tn  such  event  the  Government 
will  be  equitably  reimbursed  by  the  con¬ 
tractor  upon  delivery  of  the  fair  market 
value  of  such  materials  and  supplies  pre¬ 
vailing  at  that  time. 

<  8 )  Clause  28,  Equipment :  delete  in  its 
entirety. 

(9)  Clause  29,  Weighing  and  Market¬ 
ing  :  delete  in  its  entirety. 

(10)  Clause  30,  Examination  of  Rec¬ 
ords  :  delete  in  its  entirety. 

(11)  Clause  31,  Utilization  of  Small 
Business  Concerns :  delete  in  its  entirety. 

(12)  Clause  32,  Subcontracts  for  Work 
or  Services:  insert  the  clause  set  forth 
in  §  1007.4030  (b>  of  this  chapter. 

(13)  Clause  33,  Extras:  delete  in  its 

entirety.  „ 

(14)  Clause  34,  Military  Security  Re¬ 
quirements  :  unless  this  clause  is  manda¬ 
tory  according  to  the  requirements  of 
§  7.104-12  of  this  title,  delete  in  its 
entirety. 

(15)  Clause  36,  Reporting  of  Royal¬ 
ties:  delete  in  its  entirety. 

(16)  Clause  37,  Approval  of  Contract: 
delete  in  its  entirety. 


(17)  Optional  clause:  to  be  Included  * 
as  a  clause  within  the  storage  contract 
whenever  conditions  outlined 

§  1008.612-50  (d)  exist.  m 

“Open  End”  Storage  Provision 

Items  of  property,  allocable  to  any  or  all 
of  the  Contractor’s  existing  or  subsequent 
contract  o^  contracts,  and  available  for  stor. 
age  as  excess  by  reason  of  changes,  termini 
tions,  expirations,  or  completions  of  U8AP 
Contracts,  shall  be  stored  under  the  term*  of 
this  contract  if,  as  to  these  items,  the  Con. 
tractor  agrees  to  storage  under  this  contract 
The  Contractor  will  submit  for  the  approval 
of  the  Contracting  Officer  a  list  of  such  item 
of  property  to  be  incorporated  within  this 
contract;  this  list  is  to  be  exclusive  of  items 
used  and  returned  by  the  Contractor  under 
Clause  5,  “Right  of  Use.”  Upon  approval  by 
the  Contracting  Officer,  the  list  will  be  em¬ 
bodied  within  the  contract  as  a  consecutively 
lettered  exhibit.  Where  submission  of  a  list 
would  be  uneconomical,  the  Contractor  may 
submit  a  description  of  such  property,  which 
description  may  take  the  form  of  appropriate 
references  to  listing  contained  in  accountable 
property  records. 

(18)  All  other  clauses  will  be  asset 
forth  in  paragraph  (a)  of  this  section. 

§  1008.761  Default  letters,  (a)  The 
letters  referred  to  in  §  1008.2004  (c) 
should  be  in  substantially  the  following 
forms: 

(1)  Delivery  schedule  or  extension 
thereof  has  expired. 

You  are  notified  that  since  you  have  failed 

to  perform  Contract  No. _ within  the 

time  required  by  the  terms  thereof,  the  Gov¬ 
ernment  is  considering  canceling  said  cob- 

tract  pursuant  to  General  Provision _ 

(Default).  It  is  requested  that  you  submit 
to  the  undersigned  Contracting  Officer  within 
10  days  from  the  date  of  receipt  hereof,  any 
facts  or  circumstances  which  you  believe 
excuse  your  failure  to  perform.  Your  atten¬ 
tion  is  invited  to  the  respective  rights  of  the 
Contractor  and  the  Government  under  Gen- 

eral  Provision  _  (Default)  and  the 

penalties  that  may  be  invoked  in  the  event 
the  decision  is  made  to  terminate  your  right 
to  proceed. 

(2)  Delivery  schedule  has  not  expired 

You  are  notified  that  the  Government  con¬ 
siders  your  (specify  the  Contractor’s  failure 
or  failures)  a  condition  that  is  endangering 
performance  of  the  contract  in  accordance 
with  the  terms.  Therefore,  unless  such  con¬ 
dition  is  cured  within  ten  (10)  days  after 
receipt  hereof  (or  such  longer  time  as  the 
Contracting  Officer  may  deem  appropriate) 
the  Government  may  terminate  subject  con¬ 
tract  for  default  under  General  Provision 
No. _ (Default). 

(b)  The  letter  referred  to  in 
§  1008.2006  (d)  should  be  in  substantially 
the  following  form : 

You  are  hereby  notified  that  the  Govern¬ 
ment  will  withhold  default  action  under 
General  Provision  No. _ on  subject  con¬ 
tract  until  _  to  allow  you  to' 

(complete  performance)  (deliver  item  num¬ 
ber)  (on  upon  whatever  basis  the  contractor 
is  delinquent)  so  long  as  you  continue  to 
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;  1008.762-8  Cover  page  for  fixed-price  contract  for  supplies. 

Contract  No. _ .... 

For  Direct  Settlement  With  Subcontractor 

Under  Contract  No.  _ _ ...... 

Purchase  Order  No.  _ _ _ _ _ 

Classification:  _ _ _ 

Docket  No. _ _ _ _________ 

Fixed  Price  Contract  for  Supplies  ' 

(United  States  Air  Force) 

Contractor: 

Agreement  for:  Direct  settlement  of  termination  claim  as  subcontractor 

under  contract  No.  _ _ ... 

Settlement  negotiated  by : 

i  Gross  amount  this  settlement_______________________________«________  _ 

'  ijjgg]  2.  Disposal  credits__  _______ ______________ — . 

3  Net  cost  this  settlement - - - - - - -  _ 

Less:  4.  Partial  payments — - - - L —  _ 

5.  Amount  payable . . . - .  - 


The  Finance  Officer  concerned  is :  Finance  Officer,  USAF 


The  Finance  Officer  will  make  payment  out  of  any  available  balances  of  funds  heretofore 
shotted  to  the  original  prime  contract,  viz: 

Contract  No.  - 

Purchase  Order  No. _ _  as  amended  to  date. 

Docket  No.  - - 

__  NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  purposes  only  and  not  part  of  the  agreement. 


§  1008.763  Letter  of  consent  by  prime 
contractor  to  negotiation  of  amount  due 
nibcontr  actor. 

XYZ  Corporation 

GENTLEMEN  I 

1.  Investigation  discloses  that  settlement 


of  terminated  contract  No. _ may  be 

expedited  if  the  Government  undertakes 
to  negotiate  the  amount  due _ as 


» result  of  the  termination  by  you  of  that 
company’s  subcontract  (purchase  order) 
under  said  prime  contract.  (If  the  prime 
contractor  has  requested  assistance,  this 
paragraph  should  be  revised  to  conform 
vith  the  facts.) 

'  2.  The  Government  will  agree  to  be  bound 
by  the  negotiation  of  the  amount  due  said 
lubcontractor  by  a  contracting  officer  to  be 
assigned  for  this  purpose,  if  you  will  agree: 

a.  That  the  amount  so  negotiated,  within 
maximum  limits  indicated  by  you,  will  be 
binding  on  you; 

b.  That  you  will  upon  request  furnish  any 
pertinent  information  accessible  to  you 
with  respect  to  such  claim; 

c.  That  you  will  sign,  in  reliance  upon  the 
negotiated  settlement  made  by  the  con¬ 
tracting  officer  to  whom  the  subcontract  is 
assigned  for  negotiation,  the  required 
certificate  as  to  the  subcontractor’s  charges 
being  fair  and  reasonable  and  not  more 
favorable  to  the  subcontractor  than  you 
would  make  if  reimbursement  by  the  Gov¬ 
ernment  were  not  involved,  which  certifi¬ 
cate  may  state  that  it  is  executed  in  reliance 
upon  the  determination  made  by  the  con¬ 
tracting  officer;  and 

d.  That  you  will  make  payment  to  the 
lubcontractor  of  the  amount  certified  by 
such  contracting  officer  to  be  due  the  sub¬ 
contractor,  subject  to  any  right  of  set-off 
you  may  have  against  the  subcontractor. 

3.  If  you  sign  and  return  the  consent  set 
forth  below,  the  Government  will  under¬ 
take,  to  negotiate,  the  amount  due  the  sub¬ 
contractor  on  his  termination  claim. 

4.  The  Government  assumes  no  responsi¬ 
bility  for  settlement  of  the  amount  due  to 
the  suboontractor  in  the  event  that  no  agree¬ 
ment  is  reached  by  negotiation,  nor  does 
tbe  Government  hereby  assume  any  obliga¬ 
tion  to  make  direct  payment  to  the  sub¬ 
contractor  of  any  amount. 


(Termination  contracting 
officer) 


The  undersigned  prime  Contractor  under 

Government  contract  No. _ agrees  to 

the  direct  negotiation  by  the  Government 

of  the  amount  due  subcontractor, _ _ 

resulting  from  the  termination  of  contract 
(purchase  order)  No. _ upon  the  con¬ 

ditions  set  forth  in  the  foregoing  letter,  sub¬ 
ject  to  a  maximum  limitation  of  $ _ 

(amount) . 


(Prime  Contractor) 

§  1008.764  Form  for  certificate  of 
amount  due  a  subcontractor. 

Certificate 

The  undersigned  certifies  that,  on  the  basis 

of  negotiation  with _ _ 

(name  and  address  of  subcontractor)  sub¬ 
contractor  to _ (name 

and  address  of  prime  contractor)  prime  con¬ 
tractor  with  the  Government  under  contract 

No. _ _  he  and  the  subcontractor  have 

agreed  upon  the  amount  due  said  subcon¬ 
tractor  on  its  termination  claim  resulting 
from  termination  of  subcontract  (purchase 

order)  No. _ and  further  certifies,  on 

the  basis  of  the  subcontractor’s  certification, 
that  all  the  property  allocable  to  the  termi¬ 
nated  portion  of  the  subcontract  (or  pur¬ 
chase  order) ,  the  cost  of  which  was  included 
in-  the  statement  of  charges  submitted  by 
the  subcontractor,  has  been  retained  or  dis¬ 
posed  of,  and  the  value  thereof  credited  to 
subcontractor’s  claim,  with  due  approval,  or 
has  been  transferred  to  the  Government:  and 
the  total  amount  negotiated  as  settlement 
with  the  subcontractor  on  said  termination 

claim  is _ _  which  sum  was  reduced  by 

credits  for  disposal  or  retention  of  termina¬ 
tion  inventory  in  the  amount  of _ ;  that 

advance  or  partial  payments  applicable  to 
this  subcontract  have  been  made  to  sub¬ 
contractor  by,  or  with  the  consent  of  con¬ 
tractor,  totaling _ ;  and  that  the  net 

amount  owing  by  the  prime  contractor  to  the 
subcontractor  is _ _ 


(Termination  contracting 
officer) 

§  1008.765  Form  for  notice  to  and 
consent  by  the  subcontractor  to  direct 
settlement  by  the  Government  of  its 
termination  claims. 

XYZ  Corporation 

Pursuant  to  the  provisions  of  ASPR  and 
AFPI  8-518.11  and  8-518.13  (32  CFR,  Ch.  I, 


Subch.  A,  and  1008.618-11  and  1008.518-13). 
the  United  States  of  America,  acting  through 
the  undersigned  Contracting  Officer,  pro¬ 
poses  to  settle  directly  the  termination  claim 

which  you  have  filed  with _ _ 

(name  and  address  of  prime  contractor) 
arising  out  of  the  termination  of  your  sub¬ 
contract  No. _ _  under  Government 

prime  Contract  No. _ _ 

The  Government  will  accept  responsibility 
for  settling  your  claim  to  the  extent  that 
it  is  allocable  to  the  aforementioned  Gov¬ 
ernment  contract  on  condition  that,  you 
agree:  (a)  that  your  termination  claim  will 
be  settled  on  the  basis  of  the  principles, 
policies  and  procedures  set  forth  in  ASPR 
and  AFPI  Sections  VTII  in  the  same  manner 
as  if  your  claim  arose  under  a  prime  contract 
with  the  Government,  (b)  that  upon  the 
final  settlement  of  your  claim,  by  agreement 
or  otherwise,  you  will,  at  the  option  of  the 
Government,  either  (1)  assign  to  the  Gov¬ 
ernment  the  claim  against  your  purchaser 
resulting  from  the  termination  of  your  sub¬ 
contract,  or  (11)  release  your  purchaser  and 
the  Government  from  all  liability  on  account 
of  the  termination  of  your  subcontract;  and 
that  you  will  execute  such  document  or 
documents  as  a  Contracting  Officer  of  the 
Government  may  request  to  effect  such  as¬ 
signment  or  release. 

This  proposal  to  accept  responsibility  for 
settling  your  claim,  relates  only  to  compen¬ 
sation  for  termination  of  your  subcontract 
and  does  not  include  any  claim  which  you 
may  have  for  completed  articles  delivered 
to  the  prime  Contractor  prior  to  the  tenni-  / 
nation  of  your  subcontract  or  thereafter  in 
accordance  with  the  Notice  of  Termination, 
or  any  other  claim  which  you  may  have 
against  your  prime  Contractor'  under  the 
subcontract. 

If  you  will  sign  and  return  this  consent 
set  forth  below,  the  Government  will  assume 
your  termination  claim  for  direct  settlement 
on  the  foregoing  conditions. 

Very  truly  yours, 


(Contracting  officer) 
Contracting  Officer:  . 

The  undersigned  subcontractor  under 

Government  contract  No.  _  consents 

to  the  direct  settlement  by  the  Government 

of  its  claim  against _ 

resulting  from  the  termination  of  subcon¬ 
tract  (purchase  order)  No. _ upon  the 

conditions  set  forth  in  the  foregoing  letter. 


( Subcontractor ) 

SUBPART  T— CANCELLATION  FOR  DEFAULT 

§  1008.2002  General,  (a)  It  is  AP 
policy  to  use  default  concellation  pro¬ 
cedure  when  a  contractor  has  not  com¬ 
plied  with  the  terms  of  the  contract  and, 
as  a  result  of  such  noncompliance,  cannot 
deliver  to  the  Air  Force  the  supplies  and 
services  called  for  under  the  contract  in 
the  manner  and  within  the  time  which 
the  Air  Force  has  need  for  such  supplies 
and  services.  AF  policy  is  not  to  usd  de¬ 
fault  cancellation  as  a  punitive  measure 
but  to  use  it  as  a  method  to  insure  the 
contractor’6  adherence  to  his  contractual 
obligations  and  to  protect  the  Govern¬ 
ment  from  losses  which  the  Government 
may  sustain  as  a  result  of  the  contrac¬ 
tor’s  failure  to  comply  with  its  contract 
obligations. 

(b)  It  is  estimated  that  the  cost  to  the 
Government  (exclusive  of  costs  involved 
in  any  appeal  by  the  contractor)  or 
processing  a  cancellation  for  default  in¬ 
volves  a  minimum  administrative  ex¬ 
pense  of  $200.  Therefore,  in  cases  where 
the  contracting  officer  is  of  the  opinion 
that  default  action  is  warranted,  but  de¬ 
termines  by  contacting  other  potential 
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suppliers  that  the  excess  costs  of  repro¬ 
curement  will  not  exceed  $200,  a  no-cost 
convenience  supplemental  agreement 
may  be  entered  into  with  the  contractor 
if  the  contracting  officer  deems  such  ac¬ 
tion  to  be  in  the  best  interests  of  the 
Government.  The  contracting  officer 
must  then  prepare  a  statement  of  find¬ 
ings  for  the  contract  file  stating,  along 
with  the  reasons  therefor,  the  estimated 
excess  costs  of  reprocurement  and  the 
sources  that  were  contacted  to  obtain 
such  estimate. 

(c)  Under  a  fixed -price  type  contract 
canceled  for  the  default  of  a  contractor, 
the  Government  may  elect  to  take  the 
inventory  or  any  part  thereof  and  pay  the 
contractor  according  to  the  provisions  of 
the  Default  clause;  or  the  Government 
may  elect  not  to  take  any  of  the  inven¬ 
tory  and  pay  the  contractor  only  for  sup¬ 
plies  pr  services  previously  delivered  or 
furnished.  In  either  event,  the  contrac¬ 
tor  may  be  held  liable  to  the  Government 
for  any  excess  costs  the  Government  may 
incur  in  reprocuring  the  items  termi¬ 
nated.  In  the  case  of  cost-reimburse¬ 
ment  type  contracts  canceled  for  default, 
the  contractor  is  normally  reimbursed 
his  allowable  costs  and  the  fee  reduced 
where  appropriate.  When  a  time-and- 
material  contract  is  canceled  for  default, 
the  contractor  is  normally  reimbursed 
his  allowable  costs  less  the  profit  factor. 
In  defaults  involving  the  foregoing  types 
of  contracts,  the  Government  does  not 
generally  hold  the  contractor  liable  for 
excess  costs  for  reprocurement. 

(d)  In  some  instances  it  may  be  deter¬ 
mined  that  a  default  cancelation  of  a 
particular  contract  would  not  be  in  the 
best  interests  of  the  Government  because 
such  a  termination  would  have  adverse 
effects  upon  reproduction  under  Govern¬ 
ment  contracts.  In  such  instances,  the 
Government  may  elect  not  to  exercise  its 
rights  under  the  default  provisions  of 
the  contract  on  the  premise  that  such 
action  would  not  be  in  the  best  interests 
of  the  Government. 

§  1008.2004  Responsibility  of  admin¬ 
istrative  contracting  officer.  Adminis¬ 
trative  contracting  officers  hhve  primary 
responsibility  for  initiating  action  per¬ 
taining  to  possible  cancellation  of 
contracts. 

(a)  Upon  determination  or  notifica¬ 
tion  that  a  contractor  is  delinquent  as  to 
any  substantive  provision  of  the  con¬ 
tract,  the  administrative  contracting  of¬ 
ficer  will  furnish  full  information  to  the 
procuring  contracting  officer  (buyer), 
and  recommend  that  the  contractor  be 
notified  of  the  possibility  of  the  contract 

"  being  canceledjor  default. 

(b)  If  the  procuring  contracting  offi¬ 
cer  concurs  in  the  advisability  of  so  noti¬ 
fying  the  contractor,  the  administrative 
contracting  officer  will  within  5  days 
notify  the  contractor  by  letter  that  the 
Government  is  considering  cancellation 
for  default  by  reason  of  the  contractor’s 
failure  to  comply  with  the  delivery 
schedule,  failure  to  make  progress  so  as 
to  endanger  performance,  or  failure  to 
comply  with  other  contractual  provisions 
(whichever  is  applicable) . 

(c)  The  contractor  should  be  re¬ 
quested  to  submit  within  10  days  (or  such 


longer  time  as  the  administrative  con¬ 
tracting  officer  deems  reasonable  under 
the  circumstances)  its  reasons  why  the 
contract  should  not  be  canceled  for  de¬ 
fault.  The  letter  should  be  forwarded  by 
registered  mail,  return  receipt  requested, 
and  should  call  the  contractor’s  atten¬ 
tion  to  the  penalties  that  may  be  invoked 
if  the  contract  is  canceled  for  default. 
Suggested  forms  for  this  letter  are  set 
forth  in  §  1008.761  (a).  One  copy  of  the 
letter  will  be  furnished  to  each  of  the 
following : 

(t)  The  office  having  primary  produc¬ 
tion  responsibility. 

(2)  The  responsible  procuring  con¬ 
tracting  officer. 

(3)  Contractor’s  sureties,  assignees,  or 
guarantors,  if  any. 

(4)  The  appropriate  finanee  officer 
where  the  contractor  has  a  guaranteed 
loan,  progress  payment,  or  advance 
payment. 

§  1008.2005  Responsibility  of  produc¬ 
tion  follow-up  activities.  Where  a  con¬ 
tract  is  90  days  delinquent  and  a  Show 
Cause  Notice  has  not  been  furnished  the 
contractor,  the  office  having  primary 
production  responsibility  will  prepare, 
document,  and  deliver  to  the  administra¬ 
tive  contracting  officer,  within  a  period 
not  exceeding  5  days  immediately  fol¬ 
lowing  the  $0th  day  of  delinquency,  the 
production  analysis  data  necessary  to 
support  a  recommendation  by  the  ad¬ 
ministrative  contracting  officer  that  the 
contractor  be  advised  of  possible  default 
cancellation. 

§  1008.2006  Responsibility  of  procur¬ 
ing  contracting  officer.  Procuring  con¬ 
tracting  officers  will  decide  whether  or 
not  to  cancel  the  contract  for  default. 
Procuring  contracting  officers  may  initi¬ 
ate  default  cancellation  action  based 
upon  information  furnished  by  an  ad¬ 
ministrative  contracting  officer  or  upon 
their  own  initiative.. 

(a)  Within  10  days  after  receiving  a 
recommendation  from  the  administra¬ 
tive  contracting  officer  that  the  contrac¬ 
tor  should  be  notified  of  possible  default 
cancellation,  the  procuring  contracting 
officer  will  notify  the  administrative  con¬ 
tracting  officer  of  his  concurrence  or 
nonconcurrence.  If  the  procuring  con¬ 
tracting  officer  is  unable  to  make  a  deci¬ 
sion  within  10  days,  he  will  notify  the 
administrative  contracting  officer  of  the 
date  when  a  decision  may  be  expected. 

(b)  In  making  a  decision  as  to 
whether  or  not  the  contractor  should  be 
notified,  the  procuring  contracting  offi¬ 
cer  will  consider  all  relevant  factors 
including : 

(1)  Whether  the  contractor  is  en¬ 
titled  to,  or  consideration  exists  for,  an 
extension  of  the  delivery  schedule  by 
change  order. 

(2)  Whether  or  not  the  contractor’s 
delays  are  presently  known  to  be  ex¬ 
cusable. 

(3)  Whether  a  failure  to  act  would 
waive  “the  delivery  schedule  in  the  con¬ 
tract  and  leave  the  Government  with  no 
firm  date  within  which  the  contractor 
is  required  to  perform. 

(c)  If  the  procuring  contracting  offi¬ 
cer  decides  not  to  pursue  further  action 
for  cancellation  for  default  at  that  time; 


he  will  prepare  a  statement  of  finding* 
and  place  it  in  the  contract  file,  jn 
addition,  he  will  send  a  letter  to  the 
contractor  notifying  him  that  the  Gov. 
ernment  will  withhold  further  default 
action  until  a  definite  date  provided  the 
contractor  continues  to  make  progress 
toward  the  completion  of  the  contract 
Further,  the  letter  will  provide  that  the 
Government  expressly  reserves  all  of  its 
rights  under  the  default  provisions  of 
the  contract. 

(d)  If  consideration  does  not  exist  for 
an  extension  of  the  delivery  schedule 
and  the  contractor  makes  no  application 
for  an  extension  under  applicable  direc¬ 
tives,  the  procuring  contracting  officer 
will  immediately  prepare  and  forward 
AFPI  Form  49,  “Termination  Authority." 
The  Termination  Authority  will  recom- 
mend  investigation  for  default  cancella¬ 
tion  and  be  supported  by  a  memorandum 
stating  the  basic  reasons  therefor.  ( 

(e)  Procuring  contracting  officers  will, 
if  requirements  still  exist,  cause  new 
procurements  to  be  initiated  within  30 
days  after  receipt  of  notice  that  the 
contract  has  been  canceled  for  default 
Such  reprocurement  may,  however,  be 
effected  prior  to  the  issuance  of  the 
notice  of  default  cancellation  in  those 
instances  when  the  reprocurement  meets 
the  criteria  for  a  public  exigency.  Upon 
receipt  of  the  purchase  request,  the  pro¬ 
curing  contracting  officer  will  take 
prompt  action  concerning  the  repro¬ 
curement.  Reprocurement  on  the  basis 
of  a  specification  which  is  materially 
changed  may  release  a  fixed-price  con¬ 
tractor  from  liability  for  excess  costs 
of  reprocurement.  New  contracts  re¬ 
placing  canceled  contracts  will  be  placed 
according  to  all  applicable  procurement 
directives. 

(f)  If  the  requirements  for  the  sup¬ 
plies  or  services  under  a  delinquent  con¬ 
tract  no  longer  exist,  and  the  contractor 
is  amenable  to  the  acceptance  of  a  no- 
cost  cancellation,  the  contracting  officer 
may  enter  into  a  no-cost  settlement 
agreement,  if  the  contracting  officer 
'deems  such  action  to  be  in  the  best 
interests  of  the  Government.  However, 
in  such  cases  if  the  contractor  is  not 
amenable  to  acceptance  of  a  no-cost 
settlement  and  the  elements  of  action¬ 
able  default  are  present,  the  contracting 
officer  will  send  the  file  to  Hq  AMC  for 
possible  default  cancellation.  In  the 
event  a  no-cost  settlement  agreement 
is  entered  into  between  the  parties  in¬ 
stead  of  processing  the  contract  for  de¬ 
fault  cancellation,  a  memorandum  stat¬ 
ing  and  explaining  fully  the  reasons  for 
such  action  will  be  placed  in  the  contract 
file. 


Part  1009 — Patents,  Copyrights,  akd 
Technical  Data 

Sec. 

1009.050  Definitions. 

1009.051  Policy. 

Subpart  A— Patents 

1009.103  Patent  indemnification  of  Govern¬ 
ment  by  contractor. 

1009.103- 4  Waiver  of  indemnity  by  the  Got-  ) 
ernment. 

1009.103- 50  Indemnification  of  contractor  by  I 
the  Government. 


j 


Saturday,  March  1,  1958 

Subpart  B — Copyright* 

^  Material  in  which  no  adverse  copy¬ 
right  should  be  established. 

! 009*251  Copyright  infringement  claims. 

.  j _ Processing  of  Purchase  Requests  and 

Military  Interdepartmental  Purchase  Requests 
for  Review 

g  l003  Exceptions  to  recommendations  of 
the  staff  judge  advocate. 

.  .  pf|.»  k _ Processing  and  Clearance  of  Inven- 

5*tion  Subcontract  and  Royalty  Reports 

gee 

too9 1103  Definitions. 

1009-1105  Responsibility  of  contractor. 

authority  :  §§  1009.050  to  1009.1105  issued 
under  sec.  8012.  70A  Stat.  488;  10  U.  S.  C. 
Ann  Interpret  or  apply  secs.  2301-2314, 
Jji'sUt.  127-133;  10  U.  S.  C.  2301-2314. 

§  1009.050  Definitions  —  (a)  Chief, 
patents  Division.  The  term  “Chief, 
Patents  Division”  means  the  Chief,  Pat¬ 
ents  Division,  Office  of  The  Judge  Advo¬ 
cate  General,  USAP,  Hq  USAF. 

(b)  Patent  officer.  The  term  “patent 
officer”  means  the  staff  judge  advocate 
of  an  activity  of  the  Department  of  the 
Air  Force  or  any  commissioned  officer  or 
civilian  employee  of  that  activity,  who 
by  reason  of  having  had  substantial  ex¬ 
perience  in  invention,  patent,  copyright, 
and  trade  mark  matters  has  been  ap¬ 
pointed  by  the  head  of  that  activity  for 
the  processing  of  such  matters  within 
the  activity. 

§1009.051  Policy.  -Contracts  should 
be  negotiated  or  advertised  and  written 
to  secure  to  the  Government  the  benefits 
which  the  Government  should  receive, 
under  the  policies  stated  in  Subchapter 
A,  Chapter  I,  of  this  title,  through  the 
inclusion  of  appropriate  patent,  copy¬ 
right,  and  technical  data  provisions  with 
due  regard  to  the  fair  treatment  of 
industry. 

SUBPART  A— PATENTS 

{ 1009.103-4  Waiver  of  indemnity  by 
the  Government.  When  it  is  determined 
to  be  in  the  interest  of  the  Government, 
specific  patents  and/or  applications  for 
patents  may  be  excludeed  from  the  in¬ 
demnity  with  the  approval  of  the  Deputy 
Chief  of  Staff,  Materiel,  Hq  USAF. 

5 1009.103-50  Indemnification  of  con¬ 
tractor  by  the  Government.  No  provision 
whereby  the  Government  expressly 
agrees  to  indemnify  the  contractor 
against  liability  for  patent  infringement 
will  be  included  in  any  contract  except 
with  the  express  approval  of  Hq  USAF. 


SUBPART  B — COPYRIGHTS 

W009.203  Material  in  which  no  ad¬ 
verse  copyright  should  be  established. 
When  it  is  desirable  to  provide,  that  no 
adverse  copyright  should  be  established 
in  copyrightable  material  produced  under 
contract  for  the  Government,  the  con¬ 
tracting  officer  will  request  the  drafting 
of  an  appropriate  clause  which  must  be 
included  in  the  contract  to  make  the 
provision  effective. 

§  1009.251  Copyright  infringement 
claims,  (a)  The  jurisdiction  of  the  Court 
of  Claims  has  not  been  extended  to  tort 
cases  for  infringement  of  copyrights. 
Hence,  no  action  may  be  brought  against 
the  United  States  in  that  court  for  an 
No.  43—58 - 25 
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infringement  of  a  copyright.  The  im-  • 
munity  of  the  United  States  from  liabil¬ 
ity  for  copyright  infringement,  however, 
may  not  extend  to  its  agents  or  em¬ 
ployees. 

(b)  Immunity  of  the  United  States 
from  liability  to  answer  for  damages  for 
copyright  infringement  does  not  relieve 
Government  officers,  agents,  and  em¬ 
ployees,  acting  within  the  scope  of  their 
official  duties,  from  the  duty  of  following 
the  procedures  set  forth  in  this  subpart. 

SUBPART  J — PROCESSING  OF  PURCHASE  RE¬ 
QUESTS  AND  MILITARY  INTERDEPARTMENTAL 
PURCHASE  REQUESTS  FOR  REVIEW 

§  1009.1003  Exceptions  to  recommen¬ 
dations  of  the  staff  judge  advocate,  (a) 
Whenever  a  prospective  contractor  re¬ 
fuses  to  accept  a  provision,  the  use  of 
which  is  authorized  but  is  not  mandatory, 
the  matter  will  be  referred  to  the  staff 
judge  advocate  for  further  consideration 
and  recommendation.  The  staff  judge 
advocate  will  recommend  in  writing  ac¬ 
ceptance  of  any  substitute  provision  pro¬ 
posed  by  the  contracting  officer  or  will 
furnish  the  contracting  officer  a  written 
statement  of  the  reasons  why  the  pro¬ 
posed  provision  should  not  be  accepted. 

(b)  The  contracting  officer  will  not  ac¬ 
cept  any  bid  or  proposal  or  request  prep¬ 
aration  of  a  contract  so  long  as  there  is 
any  disagreement  between  the  prospec¬ 
tive  contractor  and  the  recommendations 
ot  the  staff  judge  advocate  concerning 
patent,  copyright,  or  technical  data 
clauses,  unless  an  exception  from  the 
recommendations  of  the  staff  judge  ad¬ 
vocate  has  been  approved. 

SUBPART  K — PROCESSING  AND  CLEARANCE  OF 
INVENTION,  SUBCONTRACT  AND  ROYALTY 
REPORTS 

§  1009.1103  Definitions,  (a)  “Office 
administering  the  contract”  means  the 
administrative  contracting  officer,  or,  if 
there  is  no  administrative  contracting 
officer  assigned,  the  activity  charged  with 
the  administration  of  the  contract. 

(b)  “Contract”  as  used  in  this  subpart 
means  the  contract  and  all  supplemental 
agreements  and  change  orders  thereto. 

(c)  “Clearance”  means  a  letter  or 
other  formal  communication  forwarded 
to  the  appropriate  audit  liaison  office  or 
finance  office  by  the  appropriate  staff 
judge  advocate’s  office  charged  with  the 
requirement  of  furnishing  such  com¬ 
munications  pursuant  to  this  subchapter, 
stating  that  the  reporting  requirements 
of  the  Patent  Rights  and/or  the  Report¬ 
ing  of  Royalties  clause  contained  in  a 
contract  have  been  complied  with  by  the 
contractor. 


§  1009.1105  Responsibility  of  contrac¬ 
tor.  AF  contracts  containing  a  Patent 
Rights  clause  or  a  Reporting  of  Royalties 
clause  place"  upon  the  contractor  the 
obligation  of  forwarding  the  following 
information  pertaining  to  inventions, 
subcontracts,  and  royalties  directly  to 
the  office  administering  the  contract: 

(a)  Invention  reports.  If  the  contract 
contains  a  Patent  Rights  clause,  the  fol¬ 
lowing  forms  of  reports  are  required: 

(1)  Invention  disclosure  reports. 
Written  disclosures  of  each  Subject  In¬ 
vention  which  reasonably  appears  tnhe 
patentable  should  be  submitted  promptly 


after  the  invention  is  conceived  or  first 
actually  reduced  to  practice.  See  para¬ 
graph  (c)  (i)  of  the  Patent  Rights  clause 
set  forth  in  §  9.107-1  (c)  of  this  title. 
Since  no  forms  have  been  prepared  by 
the  Government  for  the  use  of  contrac¬ 
tors  in  forwarding  Invention  Disclosure 
Reports,  contractors  will  submit  such 
reports  on  their  own  forms  or  by  letters. 
Each  Invention  Disclosure  Ffeport  should 
be  submitted  in  two  copies  and  should 
contain  or  be  accompanied  by  the  fol¬ 
lowing  information: 

(i)  Name  of  inventor. 

(ii)  Title  of  invention. 

(iii)  Patent  application  serial  num¬ 
ber  and/or  contractor’s  invention  docket 
number. 

(iv)  Date  of  filing  or  approximate  date 
of  expected,  filing. 

(v)  A  statement  as  to  whether  or  not 
a  patent  application  claiming  the  inven¬ 
tion  has  been  or  will  be  filed  by  or  on 
behalf  of  the  contractor. 

(vi)  A  statement  as  to  whether  or  not 
a  confirmatory  license  has  been  for¬ 
warded  to  the  contracting  officer. 

(vii)  Where  the  contractor  is  investi¬ 
gating  whether  to  file  or  has  determined 
to  file  an  application  or  where  contractor 
is  of  the  opinion  that  the  invention  is  of 
doubtful  patentability,  inferior  from  an 
engineering  standpoint  or  unlikely  to  be 
incorporated  in  equipment  subsequently 
to  be  manufactured  for  the  Government, 
a  brief  written  description  accompanied 
by  appropriate  drawings  or  sketches 
illustrating  the  invention. 

(viii)  Where  the  contractor  decides 
not  to  file  an  application  for  a  patent  but 
has  reason  to  believe  that  the,  invention 
has  military  value  or  is  likely  to  be  in¬ 
corporated  in  equipment  furnished  to  the 
Government,  a  written  description, 
drawings  and  other  data  constituting  the 
invention  disclosure,  which  should  be 
sufficiently  complete  to  permit  further 
patent  processing  by  the  Govemmeht 
with  a  minimum  of  delay. 

(2)  Interim  reports  of  inventions. 
Interim  Reports  are  required  only  under 
the  versions  of  the  Patent  Rights  clause 
in  effect  since  January  4, 1955.  The  con¬ 
tractor  is  required  under  paragraph  (c) 
(ii)  of  the  clause  set  forth  in  §  9.107-1  (c) 
of  this  title  to  submit  an  Interim  Report 
at  least  every  12  months,  commencing 
with  the  effective  date  of  the  contract, 
listing  all  Subject  Inventions  which  were 
conceived  or  first  actually  reduced  to 
practice  more  than  3  months  prior  to  the 
date  of  the  report,  or  certifying  that 
there  were  no  such  inventions.  Each 
Interim  Report  will  list  any  such  inven¬ 
tions  not  listed  in  a  prior  Interim  Report. 
The  contractor  has  the  option  of  submit¬ 
ting  Interim  Reports  by  either  6f  the 
following  methods ; 

(i)  By  the  use  of  section  I,  of  DD  Form 
882,  Report  of  Inventions  and  Subcon¬ 
tracts”  in  three  copies,  as  authorized  in 

»  §§  9.107-1  (c)  and  16.809  of  this  title. 

(ii)  By  the  use  of  contractor’s  own 
'  form  or  letter.  If  this  alternative  is  used, 

•  the  form  or  letter  should  be  submitted 

in  three  copies  and  contain  all  of  the  in- 
.  formation  specified  in  this  subparagraph. 
■  (3)  Final  reports  of  inventions.  The 

i  contractor  is  required  under  paragraph 
r  (c)  (iii)  of  the  clause  set  forth  in  §  9.107- 
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1  (c)  of  this  title  to  submit  a  Final  Report 
of  Inventions  prior  to  final  settlement  of 
the  contract.  The  Final  Report  should 
include;  A  summary  list  of  all  Subject 
Inventions  required  by  the  contract  to  be 
reported,  including  all  such  inventions 
which  have  been  previously  reported  in 
Invention  Disclosure  Reports  or  in  In¬ 
terim  Reports  of  Inventions ;  and  a  state¬ 
ment  that  the  inventions  listed  in  the 
Final  Report  are  the  only  Subject  In¬ 
ventions  required  to  be  reported  under 
the  contract.  The  Final  Report  must  be 
accompanied  by  an  Invention  Disclosure 
Report  of  the  content  specified  in  para¬ 
graph  (a)  (1)  of  this  section  for  each 
Subject  Invention  conceived  or  first  ac¬ 
tually  reduced  to  practice  in  the  per¬ 
formance  of  the  contract  and  concerning 
which  such  a  report  has  not  previously 
been  furnished.  A  negative  report  must 
be  submitted  by  the  contractor  when 
there  were  no  Subject  Inventions  under 
the  contract.  The  contractor  has  the 
option  of  submitting  Final  Reports  by 
either  of  the  following  methods : 

(i)  By  the  use  of  section  1,  DD  Form 
882,  “Report  of  Inventions  and  Subcon¬ 
tracts,”  in  three  copies  as  authorized  in 
§§  9.107-1  (c)  and  16.809  of  this  title. 

<ii)  By  the  use  of  contractor’s  own 
form  or  letter.  If  this  alternative  is  used, 
the  form  or  letter  should  be  submitted 
in  three  copies  and  contain  all  the  in¬ 
formation  specified  in  this  subparagraph. 

(b)  Subcontract  reports.  The  contrac¬ 
tor  is  required,  under  the  provisions  of 
paragraph  (h)  of  the  Patent  Rights 
clause  set  forth  in  §  9.107-1  (c)  of  this 
title,  to  furnish  a  Subcontract  Report  at 
the  earliest  practicable  date  but  in  any 
event  prior  to  final  settlement  of  the 
contract. 

(1)  If  there  were  no  subcontracts  con¬ 
taining  a  Patent  Rights  clause,  a  nega¬ 
tive  report  is  required. 

(2)  For  each  subcontract  containing  a 
Patent  Rights  clause,  the  report  should 
include:  The  name  and  address  of  the 
subcontractor;  subcontract  number;  a 
copy  of  the  subcontract  Patent  Rights 
clause  or  the  date  on  which  a  copy  was 
previously  furnished  to  the  office  ad¬ 
ministering  the  contract;  and  notice 
when  such  subcontract  is  completed, 
and  the  date.  The  contractor  has  the 
option  of  submitting  the  required  infor¬ 
mation  by  either  of  the  following 
methods: 

(i)  By  the  use  of  section  II,  DD  Form 
882,  “Report  of  Inventions  and  Subcon¬ 
tracts,”  in  three  copies  as  authorized  in 
§§  9.107-1  (c)  and  16.809, 

(ii)  By  the  use  of  contractor’s  own 
form  or  letter.  If  this  alternative  is  used, 
the  form  or  letter  should  be  submitted 
in  three  copies  and  contain  the  informa¬ 
tion  specified  in  subparagraph  (2)  of  this 
paragraph. 

(c)  Royalty  reports.  If  the  contract 
contains  the  Reporting  of  Royalties 
clause  set  forth  in  §  9.110  of  this  title 
and  is  in  an  amount  which  exceeds  $50,- 
000,  the  contractor  is  required  to  submit 
Royalty  Reports  under  the  provisions  of 
either  paragraphs  (a)  or  (b)  of  the 
clause.  When  the  contractor  is  operat¬ 
ing  under  a  blanket  license  agreement, 
e.  g.,  one  which  either  does  not  list  any 
patents  but  authorizes  use  of  all  patents 


of  the  licensor  covering  a  particular 
subject  matter,  or  one  which  lists  a  great 
number  of  patents  a  sampling  of  which 
would  indicate  the  subject  matter  cov¬ 
ered,  the  contractor  should  furnish  a 
copy  of  the  license  agreement,  together 
with  a  listing  of  representative  patents 
or  applications  covering  inventions  used 
in  the  performance  of,  and  in  the  equip¬ 
ment  delivered  to  the  Government  under, 
the  contract. 

(1)  Royalty  Reports  under  paragraph 

(a)  of  the  clause. 

(i)  The  contractor  is  required  to  re¬ 
port  in  writing  as  soon  as  practicable 
after  execution  of  the  contract  the 
following  information  pertaining  to 
royalties  in  excess  of  $250  (including  the 
initial  $250)  paid  or  expected  to  be  paid 
directly  to  any  one  person,  or  firm  in 
connection  with  the  performance  of  the 
contract : 

(a)  The  name  and  address  of  each 
such  person  or  firm  to  whom  royalties 
are  paid. 

(b)  The  patent  numbers,  patent  ap¬ 
plication  serial  numbers  (with  filing 
dates),  or  other  identification  of  the 
basis  for  such  royalties. 

(c)  Brief  description  of  the  royalty - 
bearing  unit,  component  or  process,  in¬ 
cluding  part  and  model  number  if  any. 

id)  Total  dollar  amount  of  royalties. 

(e)  Percentage  rate  or  dollars  and 
cents  amount  of  royalties  on  each  such 
unit  or  process,  if  the  dollars  and  cents 
amount  of  royalties  is  reported  in  lieu 
of  the  percentage  rates  of  royalties,  the 
unit  price  of  the  unit  or  component  to 
which  the  royalties  are  charged  should 
also  be  reported. 

(ii)  The  contractor  has  the  option  of 
submitting  the  required  information  by 
either  of  the  following  methods: 

(a)  By  the  use  of  DD  Form  783, 
“Royalty  Report,”  in  four  copies  as  au-i 
thorized  in  §§  9.110-1  and  16.806  of  this 
title. 

(b)  By  the  use  of  contractor’s  own 
form  or  letter.  If  this  alternative  is 
used,  the  form  or  letter  should  be  sub¬ 
mitted  in  four  copies  and  contain  the 
information  specified  in  subparagraph 
(1)  (i)  of  this  paragraph. 

(iii)  A  negative  report  must  be  sub¬ 
mitted  when  no  royalties  in  excess  of 
$250  have  been  paid  or  are  to  be  paid 
to  any  one  person  or  firm  in  connection 
with  the  performance  of  the  contract, 
but  no  report  is  required  covering  royal¬ 
ties  paid  by  subcontractors. 

(iv)  If  the  contract  does  not  contain 
a  Patent  Rights  clause  in  addition  to  the 
Reporting  of  Royalties  clause,  the 
royalty  report  may  be  submitted  at  any 
time  after  execution  of  the  contract. 
If,  however,  the  contract  contains  a 
Patent  Rights  clause  and  a  Reporting  of 
Royalties  clause,  the  royalty  report 
should  be  submitted  at  the  same  time 
as  the  Final  Report  of  Inventions  set 
forth  under  paragraph  (a)  (3)  of  this 
section. 

(2)  Royalty  Reports  under  paragraph 
(b)  of  the  clause. 

(i)  When  the  contractor  has  obtained 
approval  under  the  provisions  of  para¬ 
graphs  (b)  and  (c)  of  the  clause  to  file 
a  single  consolidated  report  of  royalties, 
two  copies  of  the  letter  of  approval  may 


be  submitted  in  lieu  of  the  report  t* 
quired  by  paragraph  (a)  of  the  clause 

(ii)  Reports  authorized  under  para' 
graph  (b)  of  the  clause  will  be  submitted 
according  to  the  letter  of  approvals 
soon  as  practicable  after  the  close  of  the 
accounting  period  covered  by  the  report 
and  contain  the  required  information. 
No  forms  have  been  prepared,  or  are 
required,  by  the  Government  for  use  in 
making  such  reports  and,  hence,  con¬ 
tractors  may  submit  the  required  infor¬ 
mation  by  use  of  contractor’s  own  form 
or  letter. 

(iii)  A  negative  report  must  be  sub¬ 
mitted  for  the  accounting  period  when 
the  total  amount  of  royalties  accruing  to 
each  licensor  is  at  a  rate  less  than  $l,ooo 
per  annum  on  the  contractors  over-all  > 
business. 

(iv)  The  contractors  listed  below  have 
been  authorized,  under  the  provisions  of 
paragraph  (b)  of  the  Reporting  of 
Royalty  clause  of  §  9.110  of  this  title,  to 
file  single,  consolidated  reports  in  lieu 
of  furnishing  a  report  under  paragraph 
(a)  of  the  clause. 

American  Phenolic  Corporation,  1830 
South  54th  Avenue,  Chicago,  Illinois. 

Bell  Aircraft  Corporation,  Post  Office  Box 
No.  1,  Buffalo  5,  New  York. 

Bell  Helicopter  Corporation,  Post  Office 
Box  No.  482,  Fort  Worth  1,  Texas. 

Boeing  Airplane  Company,  Seattle  Division, 
Seattle  14,  Washington. 

Curtiss-Wright  Corporation,  Wright  Aero¬ 
nautical  Division,  Wood-Ridge,  New  Jersey. 

General  Electric  Company,  One  River  Road, 
Schenectady  5,  New  York. 

North  American  Aviation,  Inc.,  Interna¬ 
tional  Airport,  Los  Angeles  45,  California. 

Western  Electric  Company,  195  Broadway, 
New  York  7,  New  York. 

Westinghouse  Electric  Corporation,  East 
Pittsburgh,  Pennsylvania. 


Part  1010 — Bonds  and  Insurance 

Subpart  A — Bonds 

Sec. 

1010.101  Definitions. 

1010.101- 50  Annual  bid  bond. 

1010.101- 51  Annual  performance  bond. 

1010.101- 52  Fidelity  bond  (blanket). 

1010.101- 53  Forgery  bond  or  policy  (deposi¬ 
tor’s  form). 

1010.101- 54  License  or  permit  bond. 

1010.101- 55  Consent  of  surety. 

1010.102  Bid  bonds. 

1010.103  Performance  bonds. 

1010.103- 1  Performance  bonds  in  connection 
with  contracts  other  than  construction 
contracts. 

1010.103- 2  Performance  bonds  in  connection 
with  construction  contracts. 

1010.103- 3  Annual  performance  bonds. 

1010.104  Payment  bonds. 

1010.104- 1  Payment  bonds  in  connection 
with  contracts  other  than  construction 
contracts. 

1010.104- 2  Payment  bonds  in  connection 
with  construction  contracts. 

1010.105  Advance  payment  bonds. 

1010.106  Patent  infringement  bonds. 

1010.107  Other  types  of  bonds. 

1010.108  Execution  and  administration  of 
bonds. 

Subpart  B — Sureties  on  Bonds 

1010.201  General  requirements  of  sureties.  | 

1010.203  Consent  of  surety. 

Subpart  D — Insurance  Under  Fixed -Me# 
Contracts 

1010.401  Policy. 

1010.451  Work  at  Government  installation. 

1010.452  Required  endorsement. 
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Subpart  E — Insurance  Under  Cost* 
Reimbursement-Type  Contracts 

Sec. 

into  501  Policy. 

,010  501-2  General  liability  Insurance. 
io10  501-3  Automobile  liability  insurance. 

1010  501— 4  Aircraft  public  and  passenger 
1  liability  insurance. 

1010  501-50  Boiler  and  machinery  insurance. 
1010  501— 51  Group  insurance  plans. 

1010  501-54  Products  liability  insurance. 

1010  501— 55  Use  and  occupancy  insurance. 
1010.503  Government  property. 

Subpart  T — Workmen’s  Compensation  Insurance 

See.  /  ^ 

1010.2002  Policy. 

Subpart  Y — Pension  Plan  Costs  in  Air  Force 
Contracts 

1010.2501  Approvals  required. 

1010.2501- 1  Internal  Revenue  Service. 

1010.2501- 2  Procuring  contracting  officer's 

responsibility. 

1010.2507  Reversion  credits. 

Subpart  Z — Accident  and  Disability  Insurance 
i  for  Occupational  Hazards 

1010.2600  General. 

Subpart  AA — Products  Liability  Insurance  Under 
Air  Force  Contracts 

1010.2701  Policy. 

1010.2701-2  Interpretations. 

Authority:  §§  1010.101  to  1010.2701-2  is¬ 
sued  under  sec.  8012,  70A  Stat.  4S8;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — BONDS  * 

1 1010.101  Definitions. 

§1010.101-50  Annual  bid  bond.  An 
annual  bid  bond  is  a  single  bond  which 
secures  all  bids  submitted  by  a  contrac¬ 
tor  to  a  procuring  activity,  or  to  such 
contracting  officers  of  a  procuring  ac¬ 
tivity  as  may  be  designated  by  that  ac¬ 
tivity,  during  a  specific  fiscal  year  in 
response  to  formal  advertising.  Such 
bond  is  furnished  in  lieu  of  separate  bid 
bonds.  It  is  used  only  in  connection 
with  contracts  other  than  construction 
contracts. 

§  1010.101-51  Annual  performance 
bond.  An  annual  performance  bond  is 
a  single  bond  executed  in  lieu  of  execut¬ 
ing  separate  performance  bonds  for  each 
contract.  It  is  used  only  in  connection 
with  contracts  other  than  construction 
contracts.  (See  §  1010.103-3.) 

§  1010.101-52  Fidelity  bond  ( blanket ) . 
s  A  fidelity  bond  (blanket)  is  a  bond  un¬ 
der  which  the  obligor  agrees  to  in¬ 
demnify  an  employer  up  to  an  amount 
stated  in  the  bond  for  losses  caused  by 
dishonesty  on  the  part  of  all  employees 
except  those  expressly  excluded  by  writ¬ 
ten  endorsement  on  the  bond.  (See 
11010.107(a).) 

§  1010.101-53  Forgery  bond  or  policy 
depositor’s  form).  A  forgery  bond  or 
policy  (depositor’s  form)  is  a  bond  or 
policy  under  which  the  obligor  agrees 
to  reimburse  a  purchaser  and  others 
named  in  the  bond  or  policy  (the  in¬ 
sureds)  in  an  amount  stated  in  the  bond 
or  policy.  (See  §1010.107  (b).) 

(a)  For  losses  caused  by  the  forging 
or  altering  of  a  check,  draft,  or  similar 
instrument  issued  by  or  purported  to 
-  have  been  issued  by  any  of  the  insureds 
named  in  the  bond  or  policy;  and 


(b)  For  losses  resulting  from  the  fact 
that  a  check  or  draft  has  been  obtained 
from  the  insureds  through  the  device 
of  impersonation. 

§  1010.101-54  License  or  permit  bond. 

A  license  or  permit  bond  is  a  bond  which 
secures  to  a  municipality  or  other  public 
authority  the  payment  of  fines  or  the 
amount  of  any  losses  sustained  as  a  re¬ 
sult  of  action  taken,  or  omitted  to  be 
taken,  in  violation  of  the  terms  of  a 
license  or  permit.  The  indemnity  some¬ 
times  runs  to  third  persons  in  addition 
to  the  municipality. 

§  1010.101-55  Con'sent  of  surety.  A 
consent  of  surety  is  an  instrument  by 
which  tne  surety  or  sureties  on  a  bond 
or  bonds  supporting  a  contract  con¬ 
sent  (s)  to  a  supplemental  agreement  or 
to  a  change  order  which  modifies  or 
amends  the  contract,  and  agree  (s)  that 
the  bond  or  bonds  previously  given  to 
support  the  basic  contract  will  apply 
to  the  contract  as  modified. 

§  1010.102  Bid  bonds — (a)  Specific 
bid  bonds.  Whenever  a  bid  bond  is  re¬ 
quired,  the  procuring  contracting  officer 
^ill  require  a  bond  in  an  amount  deemed 
adequate  for  the  protection  of  the  Gov¬ 
ernment.  Usually  the  penal  sum  will 
be  at  least  as  much  as  the  penal  sum 
of  ’  the  'performance  and/or  payment 
bond,  and  usually  the  penal  sum  will  not 
be  less  than  20  percent  of  the  amount  of 
the  bid.  Standard  Form  24,  “Bid  Bond,” 
will  be  utilized. 

(b)  Annual  bid  bonds.  Annual  bid 
bonds  may  be  used  only  in  connection 
with  contracts  other  than  construction 
contracts.  Such  bonds  will  cover  all 
bids  submitted  to  the  Air  Force  (or  com¬ 
ponents  thereof  if  the  bond  is  so  re¬ 
stricted)  during  the  fiscal  year  for  which 
the  bond  is  issued.  Contractors  who 
have  filed  acceptable  annual  bid  bonds 
will  be  listed,  and  the  list  will  be  dis¬ 
tributed  periodically. 

§  1010.103  Performance  bonds. 

§  1010.103-1  Performance  bonds  in 
connection  with  contracts  other  than 
construction  contracts — (a)  General. 
Performance  bonds  will  be  required 
when,  in  the  opinion  of  the  procuring 
contracting  officer,  they  are  necessary 
to  protect  the  interests  of  the  Govern¬ 
ment.  The  penal  sum  of  percentage  will 
be  fixed  by  the  procuring  contracting  of¬ 
ficer  in  an  amount  deemed  adequate  for 
the  protection  of  the  Government,  but 
usually  such  penal  sum  will  not  be  less 
than  20  percent  of  the  total  amount  of 
the  contract. 

(b)  Additional  performance  bonds.  If 
a  performance  bond  has  been  required  in 
connection  with  a  contract  other  than  a 
construction  contract,  and  there  is  exe¬ 
cuted  a  change  order  in  excess  of  $25,000 
or  a  supplemental  agreeement  providing 
for  any  increase  in  the  contract  price,  an 
additional  performance  bond  to  cover 
the  increase  shall  be  furnished  unless  it 
is  waived  in  accordance  with  law.  In  lieu 
of  an  additional  bond,  a  consent  of 
surety  in  the  form  set  forth  in  §  1010.203 
(a)  may  be  furnished. 

§  1010.103-2  Performance  bonds  in 
connection  with  construction  contracts — 
(a)  General.  Performance  bonds  will  be 


required  in  connection  with  all  construc¬ 
tion  contracts  exceeding  $2,000  in  ■ 
amount  (except  cost-type  contracts  as 
specified  in  paragraph  (c),  of  this  sec¬ 
tion,  as  required  by  the  act  of  August  24,  ' 
1935,  as  amended  (49  Stat.  793;  40 
U.  S.  C.  270a-270e) ,  popularly  known  as 
the  Miller  Act.  The  penal  sum  of  the 
performance  bond  will  be  in  an  amount 
deemed  adequate  by  the  procuring  con¬ 
tracting  officer  for  the  protection  of  the 
Government,  but  not  in  a  lesser  amount 
than  any  payment  bond  required  in  con¬ 
nection  with  the  same  contract.  The 
requirement  of  a  performance  bond  may 
be  waived  for  so  much  of  the  work  under 
the  contract  as  is  to  be  performed  in  a 
foreign  country,  provided  the  procuring 
contracting  officer  finds  that  it  is  im¬ 
practicable  for  the  contractor  to  furnish 
such  bond.  For  required  contract  clause, 
see  §  1007.3103-9  of  this  chapter. 

(b)  Additional  performance  bonds. 
When,  in  connection  with  a  construction 
contract,  there  is  executed  a  change 
order  in  excess  of  $25,000,  or  a  supple¬ 
mental  agreement  providing  for  any 
increase  in  the  contract  price,  an  addi¬ 
tional  performance  bond  to  cover  the  in¬ 
crease  will  be  furnished.  In  lieu  of  an 
additional  bond,  a  consent  of  surety  in 
the  form  set  forth  in  §  1010.203  to)  (1) 
may  be  furnished. 

^(c)  Requirement  in  cost-type  con - 
struction  or  facilities  contracts.  (1)  The 
Miller  Act  provides  that  performance 
and  payment  bonds  are  required  in  con¬ 
struction  contracts  which  exceed  $2,000 
in  amount.  However,  under  the  author¬ 
ity  of  Regulations  Governing  the  Au¬ 
thority  to  Contract  Under  Title  II  of 
the  First  War  Powers  Act,  as  Amended, 
(55  Stat.  839;  50  App.  U.  S.  C.  611)  and 
Executive  Order  10210  (16  F.  R.  1049) 
Issued  Thereunder,  the  Secretary  of  the 
Air  Force  has  waived  performance  and 
payment  bonds  under  cost-type  (with  or 
without  fixed  fee)  construction  contracts 
and  cost-type  facilities  contracts  involv¬ 
ing  construction  work.  Under  cost-type 
contracts  such  bonds  are  unnecessary 
and  any  governmental  expense  for  them 
is  unwarranted.  This  is  so  for  the 
reasons: 

(1)  That  in  cost-type  contracts,  per¬ 
formance  bonds  are  no  protection 
against  default  since  the  government 
could  most  probably,  not  hold  a  cost-type 
contractor  liable  f<Jr  excess  damages, 

(ii)  That  sufficient  protection  under 
cost-type  contracts  is  accorded  the  ma¬ 
terialmen  without  the  use  of  payment 
bonds  by  reimbursing  the  contractor  for 
costs  incurred  which  would  include 
amounts  paid  to  materialmen. 

(2)  Accordingly,  notwithstanding  the 
existing  requirements  of  §  10.103-2  of 
this  title,  performance  bonds  will  not 
be  required  in  connection  with  cost-type 
(with  or  without  a  fixed  fee)  construc¬ 
tion  contracts  and  cost-type  facilities 
contracts  involving  construction  work 
except  where  an  official  determines  that, 
because  of  special  circumstances  in¬ 
volved  in  the  particular  case,  a  perform¬ 
ance  bond  will  be  required. 

§  1010.103-3  Annual  performance 
bonds.  Annual  performance  bonds  may 
be  used  only  in  connection  with  con¬ 
tracts  other  than  construction  contracts. 
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Any  such  bond  will  be  available  to  cover 
only  the  contracts  awarded  by  a  single 
purchasing  office  or  activity  because  of 
the  need  to  record  obligations  under  the 
bond  which  have  the  effect  of  progres¬ 
sively  reducing  the  unobligated  penal 
amount  thereof.  An  additional  bond 
will  be  required  whenever  the  unobli¬ 
gated  balance  of  penal  amount  of  a 
particular  bond  is  insufficient  to  satisfy 
additional  contractual  bond  require¬ 
ments. 

|  1010.104  Payment  bonds. 

§  1010.104-1  Payment  bonds  in  con¬ 
nection  with  contracts  other  than  con¬ 
struction  contracts.  Payment  bonds  will 
not  usually  be  required  in  connection 
with  contracts  other  than  construction 
contracts  even  though  performance 
bonds  are  required. 

(a)  Additional  payment  bonds.  (1)  If 
a  payment  bond  has  been  required  in 
connection  with  a  contract  other  than 
a  construction  contract,  and  there  is 
executed  a  change  order  in  excess  of 
$25,000,  or  a  supplemental  agreement 
providing  for  any  increase  in  the  con¬ 
tract  price,  an  additional  payment  bond 
to  cover  the  increase  shall  be  furnished, 
unless  it  is  waived  in  accordance  with 
law.  In  lieu  of  an  additional  bond,  a 
consent  of  surety  in  the  form  set  forth 
in  §  1010.203  (a)  (1)  may  be  used. 

(2)  When,  in  connection  with  a  con¬ 
struction  contract,  there  is  executed  a 
change  order  in  excess  of  $25,000  or  a 
supplemental  agreement  providing  for 
any  increase  in  the  contract  price,  an 
additional  payment  bond  to  cover  the 
increase  shall  be  furnished.  In  lieu  of 
an  additional  bond,  a  consent  of  surety 
in  the  form  set  forth  in  §  1010.203  (a) 
(1)  may  be  used. 

§  1010.104-2  Payment  bonds  in  con¬ 
nection  with  construction  contracts — 
(a)  General.  Payment  bonds  will  be  re¬ 
quired  in  connection  with  all  construc¬ 
tion  contracts  exceeding  $2,000  (except 
cost-type  contracts  as  set  forth  in  para¬ 
graph  (b)  of  this  section)  as  required 
by  the  Act  of  August  24, 1935,  as  amended 
(49  Stat.  793;  40  U.  S.  C.  270a-270e), 
popularly  known  as  the  Miller  Act.  The 
requirement  of  a  payment  bond  may  be 
waived  for  that  portion  of  the  work 
which  is  to  be  performed  in  a  foreign 
country,  provided  the  procuring  con¬ 
tracting  officer  finds  that  it  is  impracti¬ 
cable  for  the  contractor  to  furnish  such 
bond.  For  required  contract  clause,  see 
§  1007.3103-9  of  this  chapter. 

(b)  Requirement  in  cost-type  con¬ 
struction  or  facilities  contract.  Not¬ 
withstanding  the  existing  requirements 
of  §  10.104-2  of  this  title,  payment  bonds 
will  not  be  required  in  connection  with 
cost-type  (with  or  without  a  fixed  fee) 
construction  contracts  and  cost-type  fa¬ 
cilities  contracts  involving  construction 
work,  subject  to  the  same  exception,  au¬ 
thority  to  make  exception,  and  procedure 
as  is  provided  in  §  1010.103-2  (c)  for 
performance  bonds. 

(c)  Penal  sum.  The  penal  sum  of  the 
payment  bond  will  be  as  follows: 

(1)  When  the  contract  price  is  not 
more  than  $1,000,000,  the  penal  sum  will 
be  50  percents  of  the  contract  price. 


(2)  When  the  contract  price  is  more 
than  $1,000,000,  but  not  more  than  $5,- 
000,000,  the  penal  sum  will  be  40  percent 
of  the  contract  price. 

(3)  When  the  contract  price  is  more 
than  $5,000,000,  the  penal  sum  will  be 
$2,500,000. 

§  1010.105  Advance  payment  bonds. 
Generally,  the  security  provisions  of  an 
advance  payment  agreement  should 
make  it  unnecessary  to  require  a  bond 
to  protect  the  interests  of  the  Govern¬ 
ment.  However,  Hq  AMC,  will  recom¬ 
mend  a  bond  requirement  when  such 
requirement  is  deemed  necessary  for 
adequate  security.  Whenever  a  bond 
requirement  is  made,  the  penal  sum  of 
the  bond  will  equal  the  full  amount  of 
the  advance  payment  it  supports. 

§  1010.106  Patent  infringement  bonds. 
Even  if  a  performance  bond  has  not  been 
executed,  the  requirement  of  a  patent 
infringement  bond  will  be  the  exception 
lather  than  the  rule.  Where,  however, 
a  supply  contract  or  construction  con¬ 
tract  contains  a  patent  clause  of  the 
type  set  forth  in  Part  9,  Chapter  I,  of 
this  title  and  the  financial  responsibility 
of  a  contractor  is  unknown  or  doubtful, 
a  patent  infringement  bond  may  be 
required. 

(a)  On  such  bonds  the  penal  sum  will 
be  the  lowest  which,  in  the  exercise  of 
sound  judgment,  is  deemed  adequate  for 
the  protection  of  the  interests  of  the 
United  States. 

§  1010.107  Other  types  of  bonds — (a) 
Fidelity  bonds.  (1)  Fidelity  bonds  will 
be  required  in  connection  with  cost  or 
cost-plus-a-fixed-fee  supply  contracts, 
construction  contracts,  or  contracts  for 
the  operation  of  Government-owned 
plants,  only  in  those  cases,  where,  it  is 
desirable  to  obtain  the  investigating  and 
claim  facilities  of  a  surety  company  and 
such  bonds  are  considered  to  be  reason¬ 
ably  necessary  for  the  protection  of  the 
contractor  or  the  Government,  \ 

(2)  When  a  fidelity,  bond  is  required, 
the  Primary  Commercial  Blanket  form 
of  fidelity  bond  as  standardized  by  the 
Surety  Association  of  America  or  its 
equivalent  is  the  approved  form  of 
fidelity  bond.  A  rider  should  be  attached 
thereto  providing  for  notice  to  the  pro¬ 
curing  activity  concerned  in  the  event 
of  any  change  in  or  cancellation  of  the 
bond. 

(b)  Forgery  bonds.  (1)  This  type  of 
bopd  will  be  required  in  connection  with 
cost  or  cost-plus-a-fixed-fee  supply  con¬ 
tracts,  construction  contracts,  or  con¬ 
tracts  for  the  operation  of  Government- 
owned  plants,  only  when  the  Com¬ 
mander,  AMC,  or  his  delegatee  deter¬ 
mines  that  a  forgery  bond  or  policy  is 
desirable  in  order  to  obtain  the  investi¬ 
gating  and  claims  facilities  of  a  surety 
company  and  such  bonds  are  considered 
to  be  reasonably  necessary  for  the  pro¬ 
tection  of  the  contractor  or  the  Govern¬ 
ment. 

(2)  The  depositor’s  form  of  forgery 
bond  or  policy  as  standardized  by  the 
Surety  Association  of  America  or  its 
equivalent  is  the  approved  form  of  for¬ 
gery  bond.  A  rider  should  be  attached 
thereto  providing  for  notice  to  the  pro¬ 


curing  activity  concerned  in  the  event 
of  any  change  in  or  cancellation  of  the 
bond. 

§  1010.108  Execution  and  administra¬ 
tion  of  bonds — (a)  Surety  bond  provi¬ 
sions  in  invitations  for  bids  on  other  than 
construction  contracts.  When  a  bid 
bond  and  performance  bond  are  re¬ 
quired,  the  invitation  for  bids  must  in-  j 
elude  provisions  similar  to  the  following: 

(1)  Bid  guaranty  requirement.  Bids  in 

a  total  sum  of - must  be  accompanied 

by  a  guaranty  In  the  amount  of  20  percent 
of  the  aggregate  amount  of  the  bid  unless 
bidder  has  an  annual  bid  bond  on  file  with  1 
MCPPBB. 

(2)  Type  of  bid  guaranty.  Bidder  shall 
Indicate  the  particular  form  of  guaranty  ap. 
plicable  to  this  bid  by  checking  the  appro- 
priate  box  below: 

□  Standard  Form  34,  “Annual  Bid  Bond 

(Supplies),”  on  file  (Insert  serial  num¬ 
ber)  _ _ 

□  Standard  Form  24,  “Bid  Bond,”  executed 

by  surety  company. 

□  Standard  Form  24,  “Bid  Bond,”  with  se¬ 

curity  in  form  of  certified  check,  cash, 
etc.  The  Government  reserves  the 
s  right  to  retain  any  such  security  until 
the  contract  Is  awarded  or  until  an  ac- 
ceptable  performance  bond  has  been 
submitted  by  the  successful  bidder.  In 
case  certified  checks  are  used  as  se-  • 
curity,  such  checks  will  be  drawn  to  the 
order  of  the  Treasurer  of  the  United 
States. 

(3)  Performance  bond  requirement.  Con¬ 
tractors  entering  Into  contracts  with  the 
Government  for  any  or  all  of  the  articles  ' 
called  for  under  this  Invitation  for  Bids  will 
be  required  to  furnish  a  satisfactory  per¬ 
formance  bond  on  Standard  Form  25  or 
Standard  Form  27  in  penal  amount  of  20  per¬ 
cent  of  total  amount  of  contract. 

(b)  Patent  infringement  bond.  The 
appropriate  patent  infringement  bond 
form  follows: 

Know  all  men  by  these  presents,  that  we, 

_ as  Principal,  and _ 

as  Surety,  are  held  and  firmly  bound  unto 
the  United  States  of  America,  hereinafter 
called  the  Government,  in  the  penal  sum  of 

_ dollars,  lawful  money  of  the  United 

States,  for  the  payment  of  which  sum  well 
and  truly  to  be  made,  we  bind  ourselves,  our 
heirs,  executors,  administrators,  and  suc¬ 
cessors,  jointly  and  severally,  firmly  by  these 
presents. 

The  condition  of  this  obligation  is  such, 
that  whereas  the  principal  entered  into  a 
certain  contract,  hereto  attached,  with  the 

Government,  dated  _ _  19—,  for 

_ _ _ and  whereas  the  said  principal 

has  specifically  obligated  himself  in  said 
contract  to  hold  and  save  the  Government, 
its  officers,  agents,  servants,  and  employees, 
harmless  from  liability  of  any  nature  or 
kind,  including  cost  and  expenses,  for  or  on 
account,  of  any  patented  or  unpatented  in¬ 
vention,  article,  or  appliance  manufactured 
or  used  in  the  performance  of  that  contract, 
including  their  use  by  the  Government  of  the 
articles  therein  contracted  for: 

Now,  therefore,  if  the  principal  shall  well 
and  truly  perform  and  fulfill  the  above  un¬ 
dertaking  and  agreement,  and  shall  promptly 
make  payment  of  any  Judgment  and  costs 
obtained  against  the  United  States  under 
the  provisions  of  the  Act  of  June  25,  1910  (36 
Stat.  851),  as  amended  by  the  Act  of  July 
1,  1918  (40  Stat.  705),  or  expenses  incident 
thereto,  then  this  obligation  to  be  void, 
otherwise  to  remain  in  full  force  and  effect 

In  witness  whereof,  the  above  bounden 
parties  have  executed  this  instrument  un¬ 
der  their  several  seals  this  _ _ _  day  of 


Saturday,  March  1 ,  1958 

_ _  19. the  name  and  corporate 

leil'ot 'each  corporate  party  being  hereto 
S  (fixed  and  these  presents  duly  signed  by  its 
8  ndersigned_  representatives,  pursuant  to 
authority  of  its  governing  body. 

Sl/BPART  B — SURETIES  ON  BONDS 

§  1010.201  General  requirements  of 
^reties — (a)  Corporate  sureties — (1) 
Acceptability.  To  be  acceptable,  the 
corporate  surety  must  have  obtained 
from  the  Secretary  of  the  Treasury  au¬ 
thority  to  do  business  under  the  Act  of 
August  13, 1894  (28  Stat.  279) ,  as  amend¬ 
ed  by  the  Act  of  March  23,  1910  (36 
Stat.  241) :  6  U.  S.  C.  8.  Treasury  De¬ 
partment  Form  356,  “Companies  Hold¬ 
ing  Certificates  of  Authority  From  the 
Secretary  of  the  Treasury  Under  Act  of 
Congress  Approved  July  39,  1947,  6 
^  g  c.  6-13)  as  Acceptable  Sureties  on 
Federal  Bonds,”  is  published  annually. 
This  form  indicates  the  maximum  penal 
sum  in  which  any  corporate  surety  may 
underwrite  any  one  obligation.  Any 
corporation  whose  name  is  on  this  form 
is  acceptable  within  the  limits  of  such 
approval. 

(2)  Corporate  cosureties.  More  than 
one  corporate  surety  may  be  accepted  as 
surety  upon  any  recognizance,  stipula¬ 
tion,  bond,  or  undertaking  in  connection 
with  either  supply  or  construction  con¬ 
tracts,  provided  that  in  no  case  will  the 
liability  of  any  such  cosurety  exceed  the 
maximum  penal  sum  in  which  the  cor¬ 
porate  surety  is  qualified  to  underwrite 
apy  one  obligation.  On  bonds  covering 
supply  contracts  where  the  amount  of 
the  bond  is  greater  than  the  under¬ 
writing  limitation  of  the  corporate 
surety,  the  latter  may  reinsure  with  a 
corporation  on  the  acceptable  list  of 
corporate  sureties,  having  the  required 
underwriting  capacity.  Reinsurance 
agreements  are  not  acceptable  in  con¬ 
nection  with  construction  contracts.  It 
is  not  necessary  that  corporate  cosureties 
obligate  themselves  for  the  full  amount 
of  the  bond.  Each  corporate  surety 
may  set  forth  the  limit  of  its  liability 
in  the  bond  as  a  definite  and  specified 
sum  in  wtych  the  corporate  surety  is 
qualified  to  underwrite  any  one  obliga¬ 
tion.  As  further  indicated  by  the  afore¬ 
mentioned  forms,  the  sureties  must, 
however,  bind  themselves  “jointly  and 
severally”  for  the  purpose  of  allowing 
a  joint  action  or  actions  against  any  or 
all  of  them.  When  the  bond  is  to  be 
executed  by  two  or  more  corporate  sure¬ 
ties,  Standard  Form  27  will  be  used  in 
the  case  of  a  performance  bond,  and 
Standard  Form  27A  will  be  used  in  the 
case  of  a  payment  bond,  each  in  accord¬ 
ance  with  the  accompanying  instruc¬ 
tions. 

(b)  Individual  sureties — (1)  Accept¬ 
ability.  Individual  sureties  are  accept¬ 
able  for  all  types  of  bonds  other  than 
fidelity,  forgery  and  annual  bid  bonds, 
provided  that  they  meet  the  require¬ 
ments  specified  in  subparagraphs  (3), 
(4),  and  (5)  of  this  paragraph. 

(2)  Number.  If  individual  sureties 
are  used,  at  least  two  responsible  indi¬ 
viduals  will  be  on  each  bond. 

(3)  Citizenship.  Except  as  prescribed 
in  subparagraph  (4)  of  this  paragraph. 
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individual  sureties  will  be  citizens  of  the 
United  States. 

(4)  Domicile.  Sureties  on  bonds  exe¬ 
cuted  in  foreign  countries,  the  Canal 
Zone,  Puerto  Rico,  Hawaii,  Alaska, 
Guam,  or  any  possession  of  the  United 
States,  to  secure  the  performance  of  con¬ 
tracts  entered  into  in  those  places,  need 
not  be  citizens  of  the  United  States. 
However,  unless  they  are  citizens  of  the 
United  States,  they  must  be  domiciled  in 
the  country.  Territory,  or  possession 
where  the  contract  is  to  be  performed. 

(5)  Extent  of  liability.  The  liability 
of  each  individual  surety  shall  extend  to 
the  entire  penal  amount  of  the  bond. 

(6)  Justification.  Individual  sureties 
will  each  justify  in  an  amount  not  less 
than  the  penal  amount  of  the  bond. 

(7)  Stockholders  as  sureties.  In  con¬ 
nection  with  any  bond  of  which  a  corpo¬ 
ration  is  the  principal  obligor,  a  stock¬ 
holder  of  that  corporation  is  acceptable 
as  cosurety  on  the  bond:  Provided,  That 
his  net  worth  exclusive  of  his  stock  hold¬ 
ings  in  the  corporation  is  equal  to  the 
amount  for  which  he  justified:  And  pro¬ 
vided  further,  That  such  fact  is  expressly 
stated  in  his  affidavit  of  justification. 

(8)  Affidavit  of  individual  surety. 
Standard  Form  28  will  be  used  in  con¬ 
nection  with  the  justification  of  an  indi¬ 
vidual  surety. 

(c)  Partnerships  as  sureties.  A  part¬ 
nership  or  other  unincorporated  associa¬ 
tion,  as  such,  will  not  be  accepted  as  a 
surety.  The  individual  members  of  the 
partnership  or  association  may,  of 
course,  if  they  meet  other  requirements, 
qualify  as  sureties.  Individual  members 
of  a  partnership  or  association  will  not, 
however,  be  acceptable  as  sureties  on 
bonds  under  which  the  partnership  or 
association,  or  any  copartner  or  member 
thereof,  is  the  principal  obligor. 

(d)  Substitution  or  replacement  of  a 
surety.  In  case  of  financial  embarrass¬ 
ment,  failure,  or  other  disqualifying 
cause  on  the  part  of  a  surety  under  a 
bond,  the  Commander,  AMC,  will  require 
the  substitution  of  a  new  surety  satis¬ 
factory  to  him. 

§  1010.203  Consent  of  surety — (a> 
Consent  of  sureties  to  modification.  If 
a  contract  is  supported  Ly  a  payment  or 
a  performance  bond,  the  consent  of  the 
surety  should  be  obtained  to  contract 
modifications  accomplished  by  supple¬ 
mental  agreement  or  change  order  as 
follows: 

(1)  Supplemental  agreements.  Sub¬ 
ject  to  the  provisions  of  subparagraph 
(3)  of  this  paragraph,  the  consent  of  the 
surety  should  be  obtained  to  any  supple¬ 
mental  agreement;  provided,  that  if  a 
supplemental  agreement  is  issued  pur¬ 
suant  to  the  “Changes”  clause  of  the 
contract,  and  expressly  refers  to  that 
clause  as  the  authority  for  issuance,  con¬ 
sent  of  the  surety  is  required  only  if  the 
supplemental  agreement  increases  the 
contract  price  by  more  than  $25,000. 

(2)  Change  orders.  Subject  to  the 
provisions  of  subparagraph  (3)  of  this 
paragraph,  the  consent  of  the  surety 
should  be  obtained  to  any  change  order 
which  increases  the  contract  price  by 
more  than  $25,000,  or  which  grants  an 
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extension  of  performance  time  unless 
the  extension  of  performance  time  is 
granted  pursuant^  to  the  “Changes” 
clause  of  the  contract,  and  expressly  re¬ 
fers  to  that  clause  as  the  authority  for 
the  grant. 

(3)  Exception  to  requirement  of  con¬ 
sent  surety.  The  provisions  of  subpara¬ 
graphs  (1)  and  (2)  of  this  paragraph, 
are  subject  to  the  qualification  that  the 
consent  of  a  surety  under  a  bond  exe¬ 
cuted  prior  to  the  execution  of  a  supple¬ 
mental  agreement  or  change  order  is  not 
necessary, if: 

(i)  An  additional  bond  is  furnished  in 
support  of  the  supplemental  agreement 
or  change  order,  and  — 

(ii)  Such  surety  is  also  surety  on  the 
additional  bond. 

(b)  Forms  of  consent  of  surety  author¬ 
ized  for  use.  The  following  formats  will 
be  prepared  by  typewriter  as  required; 
they  will  not  be  established  as  local  forms 
nor  reproduced  as  such  for  subsequent 
fill-in  purposes. 

(1)  Consent  of  surety  to  a  modifica¬ 
tion  providing  for  an  increase  in  the 
penal  sums  of  bonds  previously  given: 

Consent  op  Survey 

Date _ _ 

Contract  No. _  Modification  No _ _ 

Consent  of  Surety  is  hereby  given  to  the  fore¬ 
going  contract  modification,  and  the*  surety 
agrees  that  its  bond  or  bonds  shall  apply  and 
extend  to  the  contract  as  modified  or  amend¬ 
ed  thereby.  The  principal  and  surety  further 
agree  that  on  and  after  the  execution  of  this 
consent,  the  penalty  of  the  aforementioned 
performance  bond  or  bonds  is  hereby  in¬ 
creased  by _ dollars 1  and  the  penalty 

of  the  aforementioned  payment  bond  or 
bonds  is  hereby  increased  by _ dollars.1 

In  presence  of-— 


[seal] 


(Individual  principal) 


(Business  address) 


(Corporate  principal) 


(Business  address) 

Attest: 


By - - - . 

(Affix  corporate  seal) 


(Corporate  surety) 


(Business  address) 


By  . . 

(Affix  corporate  seal) 

(2)  Consent  of  surety  without  provid¬ 
ing  for  an  increase  in  the  penal  sums  of 
bonds  previously  given: 

Consent  of  Surtty 

Date . . 

Contract  No. _  Modification  No. _ 

Consent  of  Surety  is  hereby  given  to  the 
foregoing  contract  modification,  and  the 
surety  agrees  that  its  bond  or  bonds  shall 

1  Here  fix  an  amount  of  increase  at  least 
In  the  same  proportion  that  the  penalty  on 
the  original  bond  bears  to  the  contract  price 
on  the  original  contract.  The  penalty  of  the 
payment  bond  shall  not  be  increased  beyond 
two  million  five  hundred  thousand  dollars. 
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apply  and  extend  to  the  contract  as  modified 
or  amended  thereby. 

In  presence  of 


(Address) 


(Corporate  surety) 


(Business  address) 

Attest: 


By  . . 

(Affix  corporate  seal) 

SUBPART  D — INSURANCE  UNDER  FIXED-PRICE 
CONTRACTS 

§  1010.401  Policy.  Insurance  in  con¬ 
nection  with  fixed-price  contracts:  The 
requirements  under  applicable  laws,  such 
as  State  laws  governing  workmen’s  com¬ 
pensation  and  employers’  liability  cover¬ 
age  and  Federal  laws,  such  as  the  Federal 
Longshoremen’s  and  Harbor  Workers’ 
Act  where  applicable,  or,  in  the  case  of 
common  carriers,  cargo  insurance  as  re¬ 
quired  by  Interstate  Commerce  regula¬ 
tions,  are  sufficient  to  .compel  the  con¬ 
tractor  to  comply  with  such  laws.  The 
contracting  officer  will  not,  therefore,  im¬ 
pose  insurance  requirements  other  than 
evidence  from  the  contractor  that  such 
laws  have  been  complied  with.  Where 
a  performance  bond  supports  the  con¬ 
tract  such  evidence  will  not  be  necessary. 

(a)  Insurance  on  Government  prop¬ 
erty.  Under  the  degree  of  responsibility 
for  Government  property  established  by 
contract  clause,  the  purchase  or  nonpur¬ 
chase  of  property  insurance  is  discre¬ 
tionary  with  the  contractor,  and  insur¬ 
ance  requirements  will  not  be  imposed  by 
the  contracting  officer. 

(b)  Insurance  in  special  cases.  In 
special  cases,  when  it  is  deemed  neces¬ 
sary  in  connection  with  the  performance 
of  a  contract,  other  types  of  insurance 
may  be  required. 

§  1010.451  Work  at  Government  in¬ 
stallation.  If  work  under  a  fixed-price 
contract  is  at  a  Government  installation, 
the  contractor  should  be  required  to 
present  evidence  of  the  following  kinds 
of  insurance:  workmen’s  compensation 
insurance;  comprehensive  general  lia¬ 
bility  insurance ;  automobile  liability 
insurance.  Although  it  is  usually  rea¬ 
sonable  to  assume  that  a  reputable  con¬ 
tractor  is  aware  of  his  obligations  to  the 
public  and  has  a  personal  interest  in 
being  insured  for  such  obligations,  the 
procuring  contracting  officer  prior  to  the 
award  of  a  contract  will  determine  that 
the  contractor  does  carry  insurance  of 
the  above  types  which  is  reasonable  as  to 
form  and  limits. 

§  1010.452  Required  endorsement. 
Waiver  of  subrogation.  Unless  an  addi¬ 
tional  premium  is  required,  an  insurance 
policy  covering  operations  under  a  Gov¬ 
ernment  contract  will  be  endorsed  waiv¬ 
ing  the  insurer’s  right  of  subrogation 
against  the  Government  for  losses  under 
the  policy  arising  out  of  operations  in 
connection  with  the  AF  contract,  except 
where  specific  exception  is  made  in  an¬ 
other  section  of*  this  part. 

SUBPART  E — INSURANCE  UNDER  COST- 
REIMBURSEMENT-TYPE  CONTRACTS 

§  1010.501  Policy.  The  following  in¬ 
structions  are  applicable  to  each  of  the 


types  of  insurance  discussed  in  the  sec¬ 
tions  under  this  subpart,  except  where 
specific  exception  is  made. 

(a)  Required  endorsements — (1) 
Waiver  of  subrogation.  Unless  an  addi¬ 
tional  premium  is  required,  an  insurance 
policy  covering  operations  under  a  Gov¬ 
ernment  contract  will  be  endorsed  waiv¬ 
ing  the  insurer’s  right  of  subrogation 
against  the  Government  for  losses  under 
the  policy  arising  out  of  operations  in 
connection  with  the  AF  contract,  except 
where  specific  exception  is  made  to 
another  section  of  this  subpart. 

(2)  Notice  of  cancellation.  Every  in¬ 
surance  policy,  the  cost  of  which  is 
wholly  or  in  part  reimbursed  under  AF 
cost-reimbursement-type  contracts,  will 
be  endorsed  to  give  at  least  30  days  no¬ 
tice,  prior  to  cancellation  of  the  policy, 
to:  Commander,  Air  Materiel  Command, 
Attn:  Bonds  and  Insurance  Section 
(MCPPBB) ,  Hq  AMC,  Wright-Patterson 
Air  Force  Base,  Ohio. 

§  1010.501-2  General  liability  insur¬ 
ance — (a)  Comprehensive  general  lia¬ 
bility  insurance.  (1)  This  insurance 
protects  the  insured  against  loss  due  to 
claims  for  bodily  injury  and  property 
damage  resulting  from  accidents  arising 
out  of  the  existence  or  use  of  premises  of 
the  contractor,  or  the  conduct  of  the 
contractor’s  business  operations  (ex¬ 
cept  those  claims  arising  from  motor 
vehicle  accidents  which  occur  outside  his 
premises,  these  claims  covered  by  work¬ 
men’s  compensation  law,  or  other  ex¬ 
clusions  stated  in  the  policy).  This 
insurance  will  be  required  with  limits  of 
$50,000  per  person,  $100,000  per  acci¬ 
dent.  The  Government  assumes  the  risk 
for  the  contractor’s  insured  third-party 
liability. 

(2)  General  liability  insurance  for 
damage  to  property  of  others  may  be 
purchased  under  the  general  liability 
policy  where,  in  the  opinion  of  the  con¬ 
tracting  officer,  the  exposure  under  the 
contract  operations  is  such  as  to  warrant 
obtaining  the  specialized  claims  and  in¬ 
vestigative  services  of  the  insurance  car¬ 
rier  in  the  event  of  extensive  damage  to 
property  of  others.  Prior  appx*oval  for 
the  purchase  of  this  type  of  insurance 
will  be  obtained  from  the  Commander, 
AMC,  and  limits  of  $50,000  per  accident 
with  an  aggregate  limit  of  $100,000  for 
each  year  of  policy  coverage  will  be  con¬ 
sidered  adequate.  However,  where  com¬ 
mingling  of  operations  permits  the 
Government’s  protection  at  a  nominal 
cost  under  insurance  carried  by  the  con¬ 
tractor  in  the  course  of  his  commercial 
operations,  the  participation  in  such  in¬ 
surance  will  be  deemed  in  the  best  inter¬ 
est  of  the  Government. 

(3)  If,  at  a  given  location,  operations 
under  a  cost-type  contract  are  com¬ 
mingled  with  commercial  operations 
and/or  operations  under  fixed  price  con¬ 
tracts,  and  the  cost-type  operations  con¬ 
stitute  only  a  minor  portion  of  total 
operations,  the  limits  of  liability  for  in¬ 
surance  prescribed  in  this  section  may 
be  higher  than  normally  acceptable. 

(4)  Contractual  liability  insurance 
protects  the  contractor  against  loss  aris¬ 
ing  under  assumption  of  liability  by 
agreement.  This  insurance  will  be  pro¬ 
vided  in  the  comprehensive  general 


liability  policy  where  a  contractor  has 
assumed  liability  under: 

(i)  A  lease  of  premises; 

(ii)  An  easement  agreement; 

(iii)  An  agreement  required  by  mu¬ 
nicipal  ordinance; 

(iv)  A  sidetrack  agreement;  or 

(v)  An  elevator-  or  escalator-main- 
tenance  agreement. 

The  purchase  of  insurance  for  other  as¬ 
sumed  liability  may  be  approved  where 
assumption  of  such  liability  by  the  con¬ 
tractor  has  been  authorized  and  the 
Commander,  AMC,  determines  that  the 
purchase  of  such  insurance  is  necessary 

(5)  Where  insurance  prescribed  by 
this  section  IS  purchased  for  contracts 
to  be  performed  outside  the  continental 
limits  of  the  United  States,’  its  Terri- 
tories  and  possessions,  the  Commander 
AMC,  is  authorized  to  revise  downward 
the  monetary  limits  prescribed  in  this 
section. 

§  1010.501-3  Automobile  liability  in¬ 
surance.  Automobile  public  liability  and 
property  damage  insurance  will  be  re¬ 
quired  with  limits  of  $50,000  per  person 
and  $100,000  per  accident  for  bodily  in¬ 
jury  liability  and  $5,000  for  property 
damage  liability  on  the  comprehensive 
policy  form  covering  all  owned,  non- 
owned,  hired,  and  Government-fur¬ 
nished  motor  vehicles  which  will  be  used 
in  the  contract  operations  where  use 
will  not  be  limited  exclusively  to  the 
premises  on  which  the  work  under  such 
contract  is  performed.  The  risk  of 
liability  losses  which,  in  compliance  with  . 
Government  requirements,  are  unin¬ 
sured  or  exceed  the  amount  of  insur¬ 
ance,  is1  assumed  by  the  Government. 
This  is  consistent  with  the  Government 
policy  of  being  a  self-insurer.  In  the 
event  vehicles  insured  under  an  auto¬ 
mobile  liability  policy  are  used  by  the 
contractor  in  connection  with  his  other 
operations  as  well  as  operations  under 
AF  cost-reimbursement-type  contracts, 
and  the  latter  operations  constitute  a 
minor  part  of  the  total,  limits  of  liability 
other  than  those  stated  may  be  ap¬ 
proved.  When  such  insurance  is  pur¬ 
chased  for  contracts  to  be  performed 
outside  the  continental  limits  of  the 
United  States,  its  Territories  and  pos¬ 
sessions,  the  Commander,  AMC,  is  au¬ 
thorized  to  revise  downward  the  mone¬ 
tary  limits  prescribed  in  this  section. 

§  1010.501-4  Aircraft  public  and  pas¬ 
senger  liability  insurance,  (a)  Under  a 
cost-type  contract,  the  contractor  will 
carry  insurance  required  by  law  and  in¬ 
surance  for  his  legal  liability  in  accord¬ 
ance  with  the  following  requirements: 

(1)  Workmen’s  Compensation  Insur¬ 
ance  will  be  carried  as  required  by  the 
applicable  workmen’s  compensation  laws. 
This  coverage  will  not  necessarily  be  on 
a  seperate  policy  if  the  contractor  con¬ 
ducts  other  operations  in  addition  to 
operations  involving  an  aviation  hazard. 
One  policy  can  cover  all  operations  of  a 
contractor  statewide,  countrywide,  or 
even  worldwide.  Subpart  T  of  this  part 
treats  this  coverage  in  greater  detail 
The  statements  therein  are  equally 
applicable  to  aviation  risks. 

(2)  Aircraft  Liability  Insurance  will 
be  carried  by  the  contractor,  providing 


the  contractor’s  already  existent  group 
life  or  similar  type  of  insurance  policies, 
provision  should  be  made  at  contract 
termination  to  see  that  any  experience 


tractor’s  self-insurance  plan  is  subject  to 
approval  by  appropriate  state  authori¬ 
ties.  However,  such  approval  is  not  the 
sole  consideration  in  Air  Force  approval. 
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,.jv  injUry  coverage  including  passen-  other  forms  of  insurance  as  are  provided  employees  all  his  statutory  obligations 
r  liability  if  the  exposure  exists  and  voluntarily  to  employees  in  order  to  fur-  and  will  indemnify  the  contractor  for 
ooerty  damage  coverage.  The  limits  of  nish  benefits  in  the  event  of  death,  dis-  other  losses  in  accordance  with  policy 
f  ability  should  be  $50,000  per  person  and  ability,  dismemberment,  hospitalization,  provisions. 

<100  000  per  accident  for  bodily  injury,  surgical,  or  medical  care  will  be  subject  (b)  Self-insurance:  Self-insurance  for 
nd  $50  000  per  accident  for  property  to  review  by  the  Commander,  AMC.  workmen's  compensation  is  acceptable  in 
jr-^gg  ’  Where  employees  under  the  cost-reim-  fulfillment  of  the  workmen’s  compensa- 

(3)  Airport  Liability  Insurance,  if  the  bursement-type  contract  are  added  to  tion  insurance  requirement.  The  con- 
ration  of  an  airp0rt  is  necessary  for  the  contractor’s  already  existent  group  tractor’s  self-insurance  plan  is  subject  to 

orincident  to  performance  of  a  contract,  life  or  similar  type  of  insurance  policies,  approval  by  appropriate  state  authori- 
0  in  be  carried  by  the  contractor  for  bod-  provision  should  be  made  at  contract  ties.  However,  such  approval  is  not  the 
Uv  injury  at  limits  of  $50,000  per  person  termination  to  see  that  any  experience  sole  consideration  in  Air  Force  approval, 
and  $100,000  per  accident.  Property  refund  due  from  the  last  year  of  contract  The  self-insurance  must  not  expose  the 
damage  coverage  will  not  be  carried.  operation  will  be  credited  proportion-  Air  Force  to  a  cost  which  would  exceed 

(4)  Hangar  Keeper’s  Liability  Insur-  ately  to  the  contract.  the  cost  of  commercial  insurance.  As  a 

ance  is  a  form  of  insurance  which  nor-  §  ioio.501-54  Products  liability  insur -  “a1*f  ,r  vS 

many  should  not  be  necessary  in  per-  ance.  m  applying  the  policy  set  forth  in  JKS 

formance  of  a  cost-type  contract.  Even  §  1010.2701,  the  responsible  contracting  ]£  *  °i  «  *p  if 

if  it  can  be  demonstrated  that  a  Hangar  officer  will  recognize  as  a  cost  only  that 

Keeper’s  Liability  exposure  does  exist  part  of  the  premiums  for  the  approved  5)* 

under  a  cost-type  contract,  insurance  is  products  Liability  Insurance  which  is  \ 5*“* 

not  necessary.  It  is  the  intent  of  the  identifiable  with  the  contract  work. 

Government  to  indemnify  the  contractor  curing  business,  such  as  commissions  to 

1nr  Haims  and  losses  resulting  from  this  §  1010.501-55  Use  and  occupancy  in -  agents  and  brokers  and  in  some  corn- 
liability.  surance — (a)  Policy.  When  costs  in  panies  field  supervision  costs. 

(b)  Aircraft  Hull  Insurance  and  Air-  connection  with  Use  and  Occupancy  In-  SUBPART  Y _ PENSION  PLAN  COSTS  IN  AIR 

planes  in  the  Open  Insurance  shall  not  surance  are  presented  for  allowance,  the  force  contracts 

h*  mirchased  to  cover  aircraft  manufac-  aggregate  indemnity  available  will  be  . _ _ _  .  .  . 


operation  will  be  credited  proportion-  Air  Force  to  a  cost  which  would  exceed 
ately  to  the  contract.  the  cost  of  commercial  insurance.  As  a 

si  mn  cm  c  a  matter  of  fact,  the  cost  of  self -insurance 

nil should  be  less  if  no  other  reason  than 
?  min  970?PtV^  rpLnr^hlpyrnnJrnr>tin?  the  absenca  Of  acquisition  COSt  Which 
'  ffi t  constitutes  a  significant  percentage  of 
S  of  il  “21  *  tbp  nnmfrnvpH  the  Premium  paid  to  a  commercial  in- 

surer-  The  acquisition  cost  is  the  amount 
Products  Liability  Insurance  which  is  ..  .  ,  ~  - - „„„ 


identifiable  with  the  contract  work. 


paid  by  the  insurance  company  for  se¬ 
curing  business,  such  as  commissions  to 
agents  and  brokers  and  in  some  com¬ 


be  purchased  to  cover  aircraft  manufac-  aggregate  indemnity  avauaoie  wui  oe 
tured,  modified,  or  serviced  under  a  analyzed.  Only  that  percentage  of  total 
j  Government  cost-type  contract.  Such  insurance  cost  which  is  identifiable  with 
aircraft  are  Government  property.  Con-  indemnity  benefits  determined  to  be  ac- 
seauently,  the  contractor  is  relieved  of  ceptable  within  the  intent  of  paragraph 


SUBPART  Y — PENSION  PLAN  COSTS  IN  AIR 
FORCE  CONTRACTS 


liability  in  accordance  with  the  provi¬ 
sions  of  the  Government  Property 
clause  in  the  contract.  Aircraft  not 
owned  by  the  Government  and  used  in 
connection  with  operations  under  a  cost- 


analyzed.  Only  that  percentage  of  total  §  1010.2501  Approvals  required. 

insurance  cost  which  is  identifiable  with  §  1010.2601-1  , Internal  Revenue  Serv- 

indemnity  benefits  determined  to  be  ac-  fee.  internal  Revenue  Service  approval 
ceptable  within  the  intent  of  paragraph  of  the  pension  plans  is .  required  before 
(b)  of  this  section  will  be  allowable  for  pension  plan  costs  can  be  deducted  as 


reimbursement  or  cost  determination  expenses  for  corporate  income  tax  p*  r- 


purposes. 


poses.  When  required  for  corporate  in¬ 


to)  Insurance  costs  —  (1)  Allowable  come  tax  purposes,  the  Internal  Revenue 


costs.  For  insuring  those  items  of  fixed 


type  contract  may  be  insured  under  charges  and  other  expenses  which  are 
either  above  types  of  insurance  and  the  allowable  items  of  costs  in  Air  Force  con- 
cost  of  the  insurance  will  be  allowable,  tracts,  this  form  of  insurance  will  be 
'(c)  Under  a  cost-type  contract,  the  considered  an  allowable  cost.  Such  fixed 


Service  approval  is  also  required  before 
allowing  pension  plan  costs  under  Air 
Force  contract. 

§  1010.2501-2  Procuring  contracting 


.  ,  .  r.V.  ,  wimracw,  me  charees  and  other  exnenses  include  but  officer's  responsibility.  It  is  the  responsi- 

contractor  is  entitled  to  reimbursement  cnaiges  ana  otnei  expenses  mciuae,  out  .....  .  ..  Dropurinff  contracting  officer* 

of  costs  and  exnensps  inrnrrpd  in  thp  are  not  limited  to,  salaries  of  employees  puny  oi  me  procuring  contracting  omcer 
oi  costs  ana  expenses  incurred  in  the  lin<ipr  pontmet  and  othpr  kpv  cmnlovees  to  obtain  approval  of  the  contractor  s 
defense  and/or  discharge  of  such  claims  unaer  contiact  ana  otner  Key  employees,  .  ,  f  Bonds  and  Insurance 

of  others  on  account  of  dpath  nr  hndiiv  rents,  most  insurance  premiums,  and  pension  pianiiomj oonas  a: na  insurance 
oi  otneis  on  account  oi  aeatn  or  Doany  h  for  n0ncancellahle  contracts  for  Section  (MCPPBB),  Hq  AMC,  before 
injury  of  persons  or  loss  or  destruction  f.nai.g?s  *?r  noncancellaDle  contracts  lor  di  t  contractor  a  negotiated 

of  or  damage  to  nronertv  as  mav  arise  light,  heat  or  power.  .  awaraing  to  a  cont. actor  a  negotiated 

1  „t  ™  T  (2)  Unallowable  costs.  The  cost  of  fixed-price  contract  m  an  amount  m  ex- 


out  of  or  in  connection  with  the  per¬ 
formance  of  the  work  under  the  contract 


if  such  claims  are,  in  accordance  with  Prevented  from  earning  during  a  period 
Government  policy,  uninsured  or  insur-  business  interruption  or  suspension  is 

ance  is  inadequate.  •  n°t  considered  an  allowable  cost  in  con-  fleer  is  informed  by  the  Bonds  and  In- 

(d)  Approval  of  insurance  in  connec-  tracting.  Similarly,  certain  items  of  surance  Section  that  a  suitable  discount 
tion  with  cost-type  contracts  is  not  al-  fixed  charges  such  as  interest.  Federal  of  pension  plan  costs  has  not  been  nego- 
ways  based  upon  strict  compliance  with  i*100?11.6  taxes,  donations,  and  certain  ad-  tiated,  the  net  cost,  after  deduction  for 
the  Government  policy  expressed  in  the  vertising  expenses  are  likewise  consid-  current  dividends  and  reversion  credits. 


insuring  the  net  profit  a  contractor  is  cess  of  $1,000,000. 

prevented  from  earning  during  a  period  §  1010.2507  Reversion  credits,  (a) 
of  business  interruption  or  suspension  is  Whenever  the  procuring  contracting  of- 


tion  with  cost-type  contracts  is  not  al-  fixed  charges  such  as  interest  Federal 
ways  based  upon  strict  compliance  with  inc°me  taxes’  donations  and  certain  ad- 


preceding  paragraphs.  Practical  con 


ered  unallowable  costs  in  Air  Force  of  pension  plans  under  cost-type  con- 
contracts.  -  tracts  and  negotiated  fixed-price  con- 

15  1010.503  Government  property.  See  tracts  subject  to  price  redeterminaticn 
§  13.503  of  this  title  for  applicable  clause,  will  be  allowed,  provided  the  contractor 
§  7.203-22  of  this  title  for  Insurance  is  willing  to  accept  the  following  clause 


sideration  may  justify  deviation  from  conti’acts. 
normal  practice.  For  example,  if  oper-  §  1010.5 
ations  under  cost-type  contracts  are  §  13.503  ol 
commingled  with  fixed-price  contracts  §  7.203-22 


and/or  commercial  operations  and  the  Liability  to  Third-Persons  Clause, 
cost-type  contract  operations  constitute  Insurance  on  Government  property. 
a  minor  part  of  the  total,  it  might  be  The  policy  of  the  Air  Force  is  generally 
advisable  to  go  along  with  the  contrac-  not  to  require  or  approve  insurance  cov¬ 
er’s  existing  insurance  program.  ering  loss  of  or  damage  to  property,  legal 


in  his  Air  Force  contract :  ^ 

Recovery  of  pension  Benefits  to  the 
Government 

Within  9  months  following  termination  or 


+iYio Va  ”  TT^rnH  qVoTcc  completion  of  this  contract,  the  Contractor 

§  1010.501-50  Boiler  and  machinery  which  is  in  the  United  States,  submit  to  the  Contracting  Officer  a  state- 


insurance.  This  type  of  insurance  pro¬ 
tects  the  contractor  against  loss  due  to 
accidents  arising  from  boilers,  pressure 
vessels,  or  machinery.  The  chief  value 
of  this  insurance  is  the  inspection  serv- 


used  in  connection  with  cost-reimburse-  ment  of  the  value  of  the  nonvested  benefits 
ment-type  Air  Force  contracts.  Ordi-  which  have  been  canceled  and  which  it  is 
narily,  the  contractor  will  be  relieved  of  reasonably  anticipated  will  be  canceled  in  the 
liability  for  loss  or  damage  to  Govern-  future  as  a  result  of  dismissal  of  employees, 
ment  property  in  accordance  with  the  together  with  extracts  from  the  records  of  the 


”,  H  is  tne  inspection  serv-  Drovisi‘ons  contained  in  the  Government  Contractor  showing  how  said  value  is  arrived 

»ce  by  qualified  insurance  personnel  p  at.  Upon  receipt  of  such  statement,  the  Con- 

afforded  under  the  insurance  policy.  ^ropeity  clause  of  the  contiact.  tracting  Officer  will  negotiate  with  the  Con- 


The  purchase  of  such  insurance  by  Air  subpart  t — workmen’s  COMPENSATION 
Force  Cost-reimbursement-type  con-  insurance 

122J"  is  a“thorized  as  *“  item  o£  5  1010.2002  Policy,  (a)  With  respect 
lsement.  to  workmen's  compensation,  the  con. 

§  1010.501-51  Group  insurance  plans,  tractor  is  required  to  carry  insurance. 
Group  life  insurance  plans  and  such  Such  insurance  will  pay  the  contractor’s 


Prnnprtv  pin  imp  nf  thp  rontrart  at-  uP°n  of  such  statement,  the  Con- 

Fiopeity  Clause  Ol  the  contract.  tracting  Officer  will  negotiate  with  the  Con- 

SUBPART  T — WORKMEN’S  COMPENSATION  tractor  to  determine  the  amount  of  the  re- 
INSURANCE  fund  or  allowance,  if  any,  which  is  due  to  the 

_ _ .  Government  by  reason  of  the  fact  that  such 

§  1010.2002  Policy,  (a)  With  respect  nonvested  benefits  were  purchased  in  connec- 
to  workmen’s  compensation,  the  con-  tion  with  work  under  Government  contracts, 
tractor  is  required  to  carry  insurance.  The  amount  agreed  upon  by  negotiation  shall 


be  applied  in  reduction  of  any  payments  to 


RULES  AND  REGULATIONS 


(b)  The  policy  stated  in  §  1010.2701  United  States  Air  Force,  will  be  reported 
will  apply  only  to  contracts  for  the  man-  directly  to  The  Judge  Advocate  General 
ufacture  of  new  aircraft  and  contracts  USAF,  with  a  detailed  factual  statement 
for  the  modification  of  existing  aircraft,  thereon,  before  entering  into  negotia 
For  the  purpose  of  applying  this  policy,  tions  with  the  Federal,  State,  or  local  ta* 
aircraft  is  defined  as  a  vehicle  capable  of  officials, 
being  airborne  and  designed  to  carry  at 

least  one  person  in  normal  flight.  subpart  a— federal  excise  taxes 

-  §  1011.101  Retailers’  excise  taj—( 

Part  1011 — Federal,  State,  and  Local  pas?es  and  when 

Taxes  the  tax  attaches  is  dependent  upon  the 

Sec.  intention  of  the  parties  as  gathered 

1011.054  Disputed  tax  matters.  from  the  contract  of  sale  and  the  at* 

tendant  circumstances.  In  the  absence 
Subpart  A — Federal  Excise  Taxes  of  expressed  intention,  the  legal  rules 

1011.101  Retailers’  excise  tax.  of  presumption  followed  in  the  jurisdic- 

ion.ioi-2  Purs.  tion  where  the  sale  is  made  govern  in 

ion.ioi-5  Special  fuels.  determining  when  title  passes  Gen 

zatssr  *“■  rrS;sti“ethpf“s„r"deU,very  ot  * 

101L102-3  Gasoline.  articles  to  the  purchaser  or  to  a  carrier 

ion.102-4  Lubricating  oils.  *or  ^he  Purchaser,  see  26  CFR  (1935) 

1011.102- 7  Electric  light  bulbs.  320.4  (b)  (Treasury  Regulation  (T.  R.) 

1011.102- 8  Radio  and  television  receiving  51).  Every  person  who  sells  at  retail 

sets,  phonographs  and  records.  •  any  article  covered  by  §§11.101-1  to 

1011.102- 11  Firearms,  shells,  and  cartridges.  11.101-4  of  this  title, 


_  _ _ _ _  or  leases  such 

1011.103  Excise  taxes  on  facilities  and  article  is  liable  for  tax  whether  siirh 
§  1010.2600  General. .  These  risks  may  services.  *  le  or  lease  is  made  dirertiv  nr  J  ? 

>e  insured  in  most  cases  under  one  of  the  1011.103-2  Transportation  of  persons.  a'eenfc  y  °r  ^rough 

naster  policies  issued  by  the  Indemnity  1011.103-4  Transportation  of  oil  by  pipeline.  /vf  ,,  .. 

nsurance  Company  of  North  America.  1011.104  Use  tax  on  highway  motor  vehicles.  (p)  °J 

[Tiese  master  poheies  insure  employees  of  SubPart  B— Exemptions  From  Federal  Excise  sequently  reduced,  credit  or  refund  may 
:ontractor  who  are ;  engaged 1  in  extvahaz-  Taxes  be  obtained  by  the  retailer.  Claim  R 

irdous  operations  under  a  contract  with  Sec.  retailer  for  credit  or  refund  must  c£L 

myoneof  the  services  of  the  Department  1011.201  Supplies  for  exportation  or  ship-  „mon£r  thines  thatth? fj*?  ’ 

»f  nefensp  Master  Policv  F’D-502  covers  ment  to  a  possession.  ’  among  otner  things,  that  the  tax  has 

ffnne  fnr  « n  armnal  ro^t  of  1011.201-1  Retailers’  excise  tax.  not  been  collected  from  the  purchaser  or 

esearch  operations  for  an  a  nual  1011.201-2  Manufacturers’  excise  taxes.  has  been  repaid  to  him  or  that  his  writ* 

!40  per  employee  with  a  principal  sum  1011  202  Supplies  and  services  for.  the  ex-  ten  consent  to  the  allowance  of  the 
Master  ?0ll2!  elusive  use  Of  the  United  states.  credit  or  refund  has  been  obtained. 

)ther  than  research  operations  for  an  1011.204  Supplies  for  vessels  and  airplanes.  Whprp  an  artielp  sold  lindpr  n  ennfmrt 
mnual  cost  of  $40  per  employee  in  the  1011.205  other  exemptions.  K  returned  to  L  retai?e7from  »h™ 

Western  purchased  whe&er  “  oraTter^ 

iloyee  outside  the  Weste ^ 1  1  Subpart  c — State  and  Local  Taxes  by  reason  of  a  defect  or  failure  under 

Sctor PcanCinsureU  those$ employees  who  1011.301  Applicability.  a  warranty  of  the  contract,  and  a  new 

ire  ^gaeed  in  extrahazardous  opera-  1011-302  Tax-exemption  forms.  article  of  the  same  kind  is  given  without 

ire  engaged  in  extra  aza  p  1011.350  Particular  state  or  local  taxes.  charge  in  exchange  therefor,  no  tax  is 

,10ns  under  a  Government  contract  by  1011.351  Indiana  gross  income  tax.  payable  with  respect  to  the  transaction, 

jontacting  the  insurance  company  (In-  1011.351-2  Applicability  of  section. 

iemnity  Insurance  Company  of  North  1011.351-3  General.  §1011.101-2  Furs.  Where  fur  on  the 

America,  620  Woodward  Bldg.,  Washing-  1011.351-4  Procedures.  hide  or  pelt  is  supplied  to  a  dresser  or 

ton  5.  D.  C.).  „  .  dyer  of  fur  skins  or  a  manufacturer  or 

11RP&DT  aa  ponrmrTc  iiariiitv  ikkmdakipp  oparf  ontracr  ouses  repairer  of  fur  articles,  who  produces t 

sUBPART  AA— PRODUCTS  LIABILITY  INSURANCE  ion.401  Fixed-price  contracts.  taxable  article  for  the  use  of  the  sup- 

UNDER  AIR  FORCE  CONTRACTS  1011.402  Cost-reimbursement  contracts  plier  of  the  fur>  the  tax  applicable,  to 

§  1010.2701  Policy,  (a)  Subject  to  the  .  Subpart  T _ Foreign  Taxes  such  transaction  is  to  be  computed  upon 

approval  by  the  responsible  contracting  _  f  t  the  fair  retail  market  value  of  the  fin* 

Dfficer  of  the  terms,  limits,  and  rates  in-  1011  200I  General  P  ished  article.  Generally,  the  fair  market 

volved,  Products  Liability  Insurance  is  1011.2002  Tax  clauses  for  use  in  contracts  value  may  be  considered  as  the  retail 

authorized  in  connection  with  contracts  with  foreign  governments  and  foreign  sales  price  for  which  the  same  or  a 

for  the  manufacture  of  aircraft,  and  the  contractors.  similar  finished  article  is  sold  by  re- 

premiums  covering  such  approved  in-  .  „  .  .  .  .  .  tailers  generally  in  the  ordinary  course 

surance  will  be  recognized  as  a  cost.  U-Cll.dkm  ond  Po,m,nt  of  the  retail  trade.  .  '  7* 

(b)  Except  with  the  approval  of  Secre-  United  state,  is  Vendor  §1011.101-5  Special  fuels.  Diesel 

^included  in'any^ont^ac^for  th^ man-  1011£™  Collection  from  Purchaser  or  fuel  and  special 

date^o^r^fte^N^embe^n^lO^wlfich  1011-2102  Transfers  of  Government-owned  troleum  Supply  Agency  (former  Armed 
fnr .  ,  Services  Petroleum  Purchasing  Agency) 

provides  for  reunbursement  to,  or  mdem-  1011.2103  sale  of  property  to  a  lump-sum  contract  are  tax-exclusive  unless  de- 

Ufl^fitl^^0thirHCnpr5nn^nr?n^nrUr?nmf  contractor’  livered  by  the  contractor  into  the  tank 

Authority:  §§  1011.054  to  1011.2103  issued  0f  a  highway  motor  vehicle,  in  which 
age  to  property  death,  or  bodily  njury  under  sec.  8012,  70A  stat.  488;  10  u.  s.  c.  event  the  fuel  is  subject  to  tax  as  indi* 
where  the  liability  arises  out  of  a  “prod-  8012.  interpret  or  apply  secs.  2301-2314.  __tpd  J  1  .  n  101_«-  ftnd  (b)  of  this 
ucts  hazard”  as  that  term  is  defined  in  70A  stat.  127-133;  10  u.  s.  c.  2301-2314.  ffl,  a  0  a  f  fllo1  nthpr 

the  usual  tvDe  of  aircraft  Products  Lia-  tltle-  Sma11  Purchases  of  fuel,  other 

Kim U  inc, a  §  1011.054  Disputed  tax  matters.  All  than  AF  Form  15  purchases,  not  under 
d  iy  ns  a  ce  ro  cy.  matters  reaching  a  point  of  dispute  with  a  Military  Petroleum  Supply  Agency 

§  1010.2701-2  Interpretations,  (a)  In  taxing  authorities  regarding  the  validity  contract,  will  be  tax  exclusive  unless  all 
applying  the  policy  set  forth  in  of  or  refunds  for  taxes  imposed  .upon  or  the  fuel  purchased  under  a  particular 
§  1010.2701,  the  responsible  contracting  assessed  against  the  property  of  or  contract  is  for  a  taxable  use  as  set  forth 
officer  will  recognize  as  a  cost  only  that  transactions  with  cost-plus-fixed-fee  in  §  11.101-5  (a)  and  (b)  of  this  title, 
part  of  the  premiums  for  the  approved  contractors  or  contractors  who  have  in  which  event  a  tax  at  the  appropriate 
Products  Liability  Insurance  which  is  provision  for  tax-escalation  in  their  con-  rate  will  be  paid.  *  The  refunds  or  credits 
identifiable  with  the  contract  work.  tracts,  or  any  tax  dispute  involving  the  for  certain  uses  of  tax-paid  fuels,  out* 
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,  in  5  H.101-5  (c)  of  this  title,  will 
®Jhe  Maimed  unless  the  amount  recov- 
hle  is  in  excess  of  $100.00.  Any  such 
blinds  or  credits  will  be  obtained  from 
J  contractor  by  adjustment  of  the  con- 
L^tnrice.  In  such  case,  evidence  of 
Th  non-taxable  use  may  be  furnished. 

format  of  an  exemption  certificate 
‘  JJ  this  purpose  is  set  forth  in  §  1011.206 

\i»)  (3)* 

,  101j  102  Manufacturers’  excise 
*_(a>  General.  When  title  passes 
thus,  when  the  tax  attaches  is  de- 
indent  upon  the  intention  of  the  parties 
^gathered  fr0m  the  contract  of  sale 
ad  the  attendant  circumstances.  In 
the  absence  of  expressed  intention,  the 
^*1  rules  of  presumption  followed  in 
£  jurisdiction  where  the  sale  is  made 
rorem  in  determining  when  title  passes. 
Generally,  title  passes  upon  delivery  of 
♦to  articles  to  the  purchaser  or  to  a 
-flier  for  the  purchaser.  Charges  for 
coverings,  containers,  and  the  like,  are 
included  in  the  sale  price  for  purposes 
^computing  the  tax,  even  when  there  is 
in  agreement  that  the  manufacturer  will 
refund  to  the  purchaser  a  specified 
mount  upon  return  of  the  covering  or 
container.  However,  when  such  cover¬ 
ings  or  containers  are  returned  by  the 
purchaser,  and  the  manufacturer  actu¬ 
ally  refunds  the  amount  agreed  upon, 
the  tax  should  be  adjusted,  except  where 
the  administrative  cost  would  make  tax 
adjustment  uneconomical, 
f  (b)  Credit  or  refund.  If  the  price 
upon  which  the  tax  was  computed  is  sub¬ 
sequently  reduced,  credit  or  refund  may 
be  obtained  by  the  manufacturer. 
Claim  by  a  manufacturer  for  credit  or 
refund  must  show,  among  other  things, 
that  the  tax  has  not  been  collected  from 
fee  purchaser  or  has  been  repaid  to  him 
or  that  his  written  consent  to  the  allow  - 
ince  of  the  credit  or  refund  has  been 
obtained. 

J  1011.102-1  Motor  vehicles,  (a) 
Chassis  and  bodies:  The  chassis  and 
body  are  treated  separately  for  tax  pur¬ 
poses.  Thus,  chassis  and  bodies  may  be 
taxable  at  different  rates  although  com¬ 
bined.  The  respective  selling  prices  of 
the  body  and  chassis  must  include  all 
instruments,  parts,  and  accessories  made 
apart  thereof,  or  attached  to,  or  sold  in 
connection  v  therewith.  Where  s  doubt 
exists  as  to  whether  a  part  or  accessory 
should  be  included  in  the  sale  price  of 
the  body  or  of  the  chassis,  the  custom  of 
idling  such  part  or  accessory  with 
either  bodies  or  chassis,  when  sold  sep¬ 
arately,  will  determine  the  rate  of  tax. 
If  the  purchaser  of  a  tax-paid  chassis 
attaches  thereto  a  body  manuf  actured  by 
ten  and  sells  the  completed  vehicle,  he  is 
liable  for  the  tax  on  the  sale  price  of 
the  body.  However,  if  the  completed 
whicle  is  sold  for  a  lump  sum,  the  tax 
attaches  to  such  lump  sum,  unless  the 
ale  price  of  the  body  is  stated  as  a 
I  aparate  item  on  the  invoice  to  the  cus¬ 
tomer,  or  unless  such  sale  price  can  be 
established  by  adequate  records.  A  like 
™le  applies  where  the  manufacturer  of 
^chassis  installs  thereon  a  tax-paid 
ixxiy  and  sells  the  completed  vehicle, 
wdies  are  exempt  from  tax  when  sold  by 
the  manufacturer  to  a  manufacturer  of 
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automobiles  to  be  sold  by  the  purchaser ; 
however,  a  chassis  manufacturer  who 
purchases  a  body  tax-free  is  required  to 
pay  tax  on  his  sale  of  the  completed 
vehicle  as  the  manufacturer  of  both 
chassis  and  body.  There  is  no  provision 
permitting  a  manufacturer  of  automo¬ 
bile  chassis  to  sell  such  chassis  tax  free 
to  manufacturers  of  automobile  bodies. 

(b)  Unpublished  Internal  Revenue 
rulings  have  held  this  tax  inapplicable  to 
motor  driven  machines  which  are  not 
designed  for  highway  use,  or  are  barred 
from  such  use  by  reason  of  overweight, 
overwidth  or  for  any  other  reason.  Sim¬ 
ilar  rulings  apply  to  trailers  (oxygen  or 
bomb  dollies)  not  constructed  primarily 
for  highway  use  or  not  adaptable  for 
such  use  without  adjustment.  Replace¬ 
ment  parts  for  such  vehicles,  if  a  part  is 
interchangeable  in  taxable  vehicles  as 
well  as  nontaxable  vehicles  are  taxable. 

§  1011.102-3  Gasoline,  (a)  Aircraft 
gasoline  procured  by  delivery  orders  un¬ 
der  Military  Petroleum  Supply  Agency 
contracts  will  be  tax  exclusive,  other 
gasoline  so  procured  will  be  tax  inclusive. 
As  indicated  in  §  11.102-3  (b)  of  this 
title,  the  ultimate  purchaser  of  gasoline 
upon  which  a  tax  of  3  cents  per  gallon 
has  been  paid  is  entitled  to  a  refund 
of  1  cent  per  gallon  for  such  gasoline  not 
used  as  fuel  in  a  highway  vehicle,  which: 
At  the  time  of  such  use  is  registered,  or 
is  required  to  be  registered,  for  highway 
use  under  the  laws  of  any  State  or 
foreign  country;  or  if  owned  by  the 
United  States,  is  used  on  the  highway. 
This  refund  will  not  be  claimed. 

(b)  Reference  is  made  to  §  11.204  of 
this  title  and  §  1011.204,  which  estab¬ 
lish  policy  and  procedures  concerning 
gasoline  purchased  for  aircraft  and 
vessels.  However,  purchases  of  aircraft 
gasoline  on  AF  Form  15  will  be  inclusive 
of  Federal  excise  taxes  and  no  exemption 
certificate  will  be  issued  for  such  taxes. 

§  1011.102-4  Lubricating  oils,  (a) 
Lubricating  oils,  including  oils  for  cut¬ 
ting,  procured  by  delivery  orders  under 
a  Military  Petroleum  Supply  Agency 
contract  normally  will  be  tax  inclusive  at 
the  appropriate  rate  of  6  cents  or  3  cents 
per  gallon.  Small  purchases  of  oil,  not 
under  a  Military  Petroleum  Supply 
Agency  contract,  will  be  tax  inclusive 
only  to  the  extent  required  by  the  In¬ 
ternal  Revenue  Code,  as  outlined  in 
§  11.102-4  (a)  and  (b)  of  this  title. 

(b)  Exemption  certificates:  An  ex¬ 
emption  certificate  is  available  when 
lubricating  oils  are  sold  by  the  manu¬ 
facturer  directly  for  nonlubricating  pur¬ 
poses,  provided  that: 

(1)  The  manufacturers  have  definite 
knowledge,  prior  to  or  at  the  time  of 
sale,  that  the  product  is  purchased  for 
such  purposes; 

(2)  An  appropriate  certificate  is  fur¬ 
nished  the  manufacturer.  This  exemp¬ 
tion  will  be  used  in  any  case  in  which 
such  use  appears  advantageous.  The 
format  of  an  exemption  certificate  for 

i  this  purpose  is  set  forth  in  §  1011.206 
\  (a)  (3). 

;  (c)  The  refunds  and  credits  outlined 

In  §  11.102-4  (c)  of  this  title  will  not  be 
r  utilized  unless  the  amount  recoverable 
\  is  in  excess  of  $100.  Any  such  refunds 


or  credits  will  be  utilized  through  the 
contractor  by  adjustment  of  the  contract 
price. 

§  1011.102-7  Electric  light  butbs.  An 
electric  light  bulb  or  tube  is  any  device 
designed  for  the  diffusion  of  artificial 
light  for  illuminative  or  decorative  pur¬ 
poses  through  the  use  of  electricity. 

§  1011.102-8  Radio  and  television  re¬ 
ceiving  sets,  phonographs  and  records. 
In  connection  with  the  exemption  for 
radio  and  television  components  set  forth 
in  §  11.102-8  (b) ,  the  procedure  set  forth 
may  not  require  the  issuance  of  tax 
exemption  certificates  by  AF  personnel. 
Procuring  contracting  officers  and  offices 
responsible  for  administering  contracts 
are  cautioned  to  exercise  care  to  make 
sure  all  benefits  of  this  exclusion  are  ob¬ 
tained  by  the  Government.  In  connec¬ 
tion  with  contracts  written  prior  to 
August  31,  1955  on  which  deliveries  are 
to  be  made  after  that  date,  the  prices 
therein  should  be  adjusted  to  reflect  this 
relief  from  tax  available  to  the 
manufacturers. 

§  1011.102-11  Firearms,  shells,  and 
cartridges,  (a)  Definitions:  The  term 
“firearms”  includes  all  portable  weapons, 
such  as  rifles,  carbines,  machine  guns, 
shotguns,  and  fowling  pieces,  from  which 
a  shot,  bullet,  or  projectile  may  be  dis¬ 
charged  by  an  explosive.  The  terms 
“shells”  and  “cartridges”  include  all 
combinations  of  projectile,  explosive,  and 
container  which  are  designed,  assembled, 
and  ready  for  use  without  further  manu¬ 
facturing  in  portable  firearms,  including 
pistols  and  revolvers. 

(b)  Exemption:  Generally,  clearly 
identified  orders  or  contracts  of  a  mili¬ 
tary  department  when  signed  by  an  au¬ 
thorized  officer  of  such  department  will 
be  accepted  in  support  of  the  exemption. 
In  the  absence  of  such  orders  or  con¬ 
tracts,  a  statement  signed  by  an  au¬ 
thorized  officer  of  a  military  department 
that  the  firearms,  shells,  or  cartridges 
were  purchased  with  funds  appropriated 
for  the  military  departments  will  be  ac¬ 
ceptable. 

(c)  Procurements  involving  the  pur¬ 
chase  of  “firearms,”  “shells”  or  “car¬ 
tridges”  for  the  Air  Force  will  be  exclu¬ 
sive  of  Federal  excise  taxes.  v 

\  ^ 

,  §  1011.103  Excise  taxes  on  facilities 

and  services. 

§  1011.103-2  Transportation  of  per¬ 
sons.  It  is  not  necessary  that  the  trans¬ 
portation  be  between  two  definite  points. 
If  not  otherwise  exempt,  a  payment  for 
continuous  transportation  beginning 
and  ending  at  the  same  point  is  subject 
to  the  tax.  A  plane  does  not  fall  within 
the  category  of  a  motor  vehicle,  and 
therefore,  is  not  entitled  to  the  tax  ex¬ 
emption  applicable  where  a  motor  ve¬ 
hicle  has  a  seating  capacity  of  less  than 
10  adult  passengers,  including  the  driver, 
and  is  not  operated  on  an  established 
*  line.  The  tax  does  not  apply  to  pay- 
“  ments  for  transportation  where  the 
i  charge  is  35  cents  or  less.  The  exemp¬ 
tion  is  determined  by  the  amount  paid 
l  for  a  single  one-way  trip.  An  amount 
paid  for  the  charter  of  a  car,  train, 
motor  vehicle,  aircraft,  or  boat  is  ex¬ 
empt  from  the  tax  if  the  payment  repre- 
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sents  a  per  capita  charge  of  35  cents  or 
less  for  each  person  actually  transported. 
Any  amount  paid  for  seating  or  sleeping 
accommodations  is  not  subject  to  the 
tax  where  the  amount  of  the  related 
payment  for  transportation  is  35  cents,or 
less. 

§  1011.103-4  Transportation  of  oil  by 
pipeline.  The  fair  charge  for  transpor¬ 
tation  will  be  computed  from  actual 
bona  fide  rates  or  tariffs;  or  if  no  such 
rates  or  tariffs  exist,  then  on  the  basis 
of  the  actual  bona  fide  rates  or  tariffs  of 
other  pipelines  for  like  services ;  or  if  no 
such  rates  or  tariffs  exist,  then  on  the 
basis  of  a  reasonable  charge  for  such 
transportation.  The  term  “transporta¬ 
tion”  wiil  not  include  any  movement 
through  lines  of  pipe  within  the  prem¬ 
ises  of  a  refinery,  a  bulk  plant,  a  ter¬ 
minal,  or  a  gasoline  plant,  if  such 
movement  is  not  a  continuation  of  a  tax¬ 
able  transportation.  The  crossing  of 
rights-of-way,  streets,  highways,  rail¬ 
roads,  levees,  or  narrow  bodies  of  water, 
in  connection  with  such  a  movement  will 
not  of  itself  constitute  such  movement 
as  being  “transportation.” 

§  1011.104  Use  tax  on  highway  motor 
vehicles.  There  is  no  requirement  for 
the  payment  of  the  tax  imposed  by  sec¬ 
tion  4481  of  the  Internal  Revenue  Code 
of  1954  as  exemption  from  this  tax  as  to 
use  by  the  United  States  of  any  highway 
motor  vehicle,  whether  or  not  owned  by 
the  United  States,  has  been  authorized 
by  the  Secretary  of  the  Treasury  pur¬ 
suant  to  the  authority  of  section  4483 
(b)  of  the  Internal  Revenue  Code  of 
1954  as  added  by  section  206  (a)  of  the 
Highway  Revenue  Act  of  1956  (70  Stat. 
391;  26  U.  S.  C.  4483  (b) ). 

SUBPART  B— EXEMPTIONS  FROM  FEDERAL 
EXCISE  TAXES 

§  1011.201  Supplies  for  exportation  or 
shipment  to  a  possession.  The  exemp-. 
tion  for  exports  and  for  shipments  to 
possessions  will  be  claimed  only  accord¬ 
ing  to  the  policy  set  forth  and  exemp¬ 
tion  certificates  will  be  issued  only  when 
contracts  show  the  exclusion  of  the  ap¬ 
plicable  Federal  Excise  Taxes  from 
prices.  The  following  is  the  form  of  cer¬ 
tificate  to  be  used  as  proof  of  exporta¬ 
tion  or  of  shipment  to  a  possession  and 
will  be  reproduced  by  typewriter  only: 


(Date) 


(Contractor) 

The  undersigned  does  hereby  certify  that 


(Quantity  and  description  of  articles) 
which  were  purchased  for  export  under 


(Contract  No.) 

were  in  fact  exported  to  a  foreign  country 
or  possession  of  the  United  States  (other 
than  Alaska  or  Hawaii)  and  a  copy  of  ex¬ 
port  bill  of  lading  No.  _ _ _ _ or  loading 

manifest  No. _ pursuant  to 

which  the  articles  were  shipped,  is  being  re¬ 
tained  in  the  files  of  _ _ _ _ 

(Indicate  office) 


(Contracting  Officer) 

This  certificate  is  not  intended  for  use  as 
proof  in  claiming  drawback  or  import 
taxes. 


§  1011.201-1  Retailers’  excise  tax — 
(a)  How  to  claim  exemptions.  (1)  To 
exempt  from  tax  a  sale  for  export  or  for 
shipment  to  a  possession  of  the  United 
States,  two  conditions  must  be  met: 

(1)  That  the  article  be  identified  as 
having  been  sold  by  the  retailer  for  ex¬ 
port  or  for  shipment  to  a  possession  of 
the  United  States. 

(ii)  That  it  be  exported  or  be  shipped 
to  a  possession  of  the  United  States  in 
due  course. 

(2)  Proof  of  exportation  or  of  ship¬ 
ment  to  a  possession  will  be  furnished  the 
retailer  by  the  contracting  officer  and  will 
be  in  the  form  set  forth  in  §  1011.201. 
The  port  of  embarkation  will  be  required 
to  furnish  certification  of  export  or  ship¬ 
ment  to  a  possession  to  the  contracting 
officer  with  a  statement  describing  where 
the  applicable  bill  of  lading  or  loading 
manifest  is  being  retained. 

(3)  Proof  of  exportation  or  shipment 
to  a  possession  will  be  furnished  only 
when  the  purchase  is  on  a  tax  exclusive 
basis  and  the  contract  provides  for  such 
evidence  of  exemption. 

§  1011.201-2  Manufacturers’  excise 
taxes — (a)  How  to  claim  exemptions. 

(1)  To  exempt  from  tax  a  sale  for  export 
or  for  shipment  to  a  possession  of  the 
United  States,  two  conditions  must  be 
met: 

(1)  That  the  article  be  identified  as 
having  been  sold  by  the  manufacturer  for 
export  or  shipment  to  a  possession  of  the 
United  States. 

(ii)  That  it  be  exported  or  be  shipped 
to  a  possession  of  the  United  States  in 
due  course. 

(2)  An  article  will  be  regarded  as  hav¬ 
ing  been  sold  by  the  manufacturer  for 
export  or  shipment  to  a  possession  if  the 
manufacturer  has  in  his  possession  at  the 
time  title  passes  or  at  the  time  of  ship¬ 
ment,  whichever  is  prior : 

(i)  A  written  order  or  contract  show¬ 
ing  that  the  manufacturer  is  to  ship  the 
article  to  a  foreign  destihation  or  to  a 
possession;  or 

(ii)  Where  delivery  by  the  manufac¬ 
turer  is  to  be  made  within  the  United 
States: 

(a)  A  statement  from  the  purchaser 
showing  that  the  article  is  purchased  to 
fill  existing  or  future  orders  for  delivery 
to  a  possession  or  foreign  destination ;  or 
that  the  article  is  purchased  for  resale 
to  another  person  engaged  in  the  busi¬ 
ness  of  exporting  or  shipping  to  posses¬ 
sions  who  will  export  or  ship  the  article ; 
and  that  such  article  will  be  transported 
to  its  foreign  destination  or  to  a  posses¬ 
sion  in  due  course  prior  to  use  or  further 
manufacture  and  prior  to  any  resale  ex¬ 
cept  for  export  or  shipment  to  a  posses¬ 
sion. 

(b)  Proof  of  exportation  or  of  ship¬ 
ment  under  TR  46,  section  316.26.  Such 
proof  will  be  furnished  the  manufac¬ 
turer  by  the  contracting  officer  and  will 
be  in  the  form  set  forth  above  in  §  1011.- 
201.  The  port  of  embarkation  will  be 
required  to  furnish  certification  of  ex¬ 
port  or  shipment  to  a  possession  to  the 
contracting  officer  with  a  statement  de¬ 
scribing  where  the  applicable  bill  of  lad¬ 
ing  or  loading  manifest  is  being  retained. 

(3)  The  written  order  or  contract  of 
sale  or  the  statement  referred  to  in  sub- 
paragraphs  (2)  (i)  and  (ii)  of  this 


paragraph  suspends  liability  for 
payment  of  the  tax  by  the  manufactur 
on  such  sales  for  export  or  shipment* 
a  possession  for  a  period  of  6  mom? 
from  tne  date  when  title  passes  or  th! 
date  of  shipment,  whichever  is  prior  v 
within  this  period  the  manufacturer 
not  received  and  attached  to  the  ord 
contract,  or  statement,  proper  “proof' Ii 
exportation”  or  “proof  of  shipment  tel 
possession,”  the  temporary  suspension  of 
the  liability  for  the  payment  of  the 
ceases  and  the  manufacturer  will  inclS. 
the  tax  on  the  sale  of  such  article  in  hi 
return  for  the  month  in  which  theiL 
month  period  expires. 

(4)  This  exemption  is  limited  to  sale* 
by  a  manufacturer,  and  is  not  applicable 
to  sales  for  export  or  shipment  to 
possession  from  the  stock  of  a  person 
who  was  not  the  manufacturer,  pro. 
ducer,  or  importer. 

(b)  Proof  of  exportation. 

(1)  Exportation  may  be  evidenced  bv 
one  of  the  following: 


(4)  A  copy  of  the  export  bill  of  lading 
issued  by  the  delivering  carrier. 

(ii)  A  certificate  by  the  agent  or  rep. 
resentative  of  the  export  carrier  showing 
actual  exportation  of  the  article. 

(iii)  A  certificate  of  landing  signed  by 
a  customs  officer  of  the  foreign  country 
to  which  the  article  is  exported. 

(iv)  Where  such  foreign  country  has 
no  customs  administration,  a  statement 
of  the  foreign  consignee  showing  receipt 
of  the  article. 

(2)  In  any  case  where  the  manufac- 
turer  is  not  the  exporter,  such  manufac¬ 
turer  must  have  in  his  possession  a  state- 
ment  from  the  person  to  whom  he  sold 
the  article  stating  that  the  article  was 
in  fact  exported  in  due  course  by  him 
or  was  sold  to  another  person  who  in  due 
course  exported  the  article.  This  state¬ 
ment  must  indicate  what  evidence  is 
available  to  show  that  the  article  was 
in  fact  exported  in  due  course  prior  to 
use  or  further  manufacture  and  prior  to 
resale  in  the  United  States  other  than 
for  export.  Such  evidence  must  be  that 
described  in  subparagraph  (1)  of  this 
paragraph,  and  the  statement  must  show 
where  such  evidence  is  readily  available 
for  inspection  by  Government  officers. 

(3)  In  all  cases  the  sales  records  to¬ 
gether  with  the  evidence  of  exportation 
must  be  preserved  by  the  manufacturer 
for  a  period  of  at  least  4  years  from  the 
last  day  of  the  month  following  the  sale 
and  must  be  readily  accessible  for  inspec¬ 
tion  by  internal  revenue  officers. 

(4)  In  any  case  where  the  manufac¬ 
turer  does  not  have  in  his  possession 
within  the  6 -month  period  proof  of  ex¬ 
portation  as  outlined  herein,  the  manu¬ 
facturer  must  pay  the  tax  involved.  If 
proof  of  exportation  later  becomes  avail¬ 
able,  a  claim  for  refund  of  any  tax  paid 
may  be  filed  on  TD  Form  843,  or  a  credit 
may  be  taken  upon  any  subsequent 
monthly  return. 

(5)  The  same  provisions  of  these  in¬ 
structions  as  relate  to  proof  of  exporta¬ 
tion  apply  to  sales  for  shipment  to » 
possession  of  the  United  States  iftte 
articles  are  in  due  course  so  shipped 
The  words  “for  export  or  shipment  to  a 
possession,”  stamped  on  the  contractor 


written  purchase  order,  have  been  ap¬ 
proved  by  the  Internal  Revenue  Service 
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satisfactory  evidence  that  the  manu- 
^turer’s  sale  of  the  article  has  been 
faJHp  for  export  or  shipment  to  a  posses- 
the  United  States. 

r)  Policy.  The  policy  of  the  Depart- 
-.nt  of  the  Air  Force  is  to  purchase 
from  manufacturers,  producers  and  im- 
rters  on  a  tax-exclusive  basis  when 
the  following  conditions  are 
Snt: 

(1)  The  purchase  is  a  substantial  one. 

1  (2)  Exportation  or  shipment  to  a 
nossession  is  intended  at  the  time  of 
ij^base  and  exportation  or  shipment 
^follow  immediately  after  delivery 
from  the  manufacturers. 

51011.202  Supplies  and  services  for 
the  exclusive  use  of  the  United  States. 
exemption  from  the  tax  on  transporta¬ 
tion  of  persons  is  obtained  without  use  of 
exemption  certificates  by  use  of  a  SF 
1169,  "Transportation  Request.”  Ex- 

l  emption  from  the  tax  on  transportation 

I  property  is  obtained  without  use  of 
exemption  certificates  by  use  of  a  Stand- 
mi  Form  1103,  “U.  S.  Government  Bill 
of  Lading.”  Exemption  from  the  tax 
o&  communication  services  furnished  the 
Government  is  obtained  by  excluding  it 
from  the  price.  This  exemption  is  not 
available  when  communication  or  trans¬ 
portation  services  are  furnished  directly 
to  Government  contractors. 

§1011.204  Supplies  for  vessels  and 
tirplanes — (a)  Exemption.  This  ex¬ 
emption  will  be  used  only  when: 

(1)  The  purchase  is  directly  from  a 
manufacturer,  producer,  or  importer,  as 
distinguished  from  retailers,  or  others 
vho  resell  to  the  department  supplies 
npon  which  the  manufacturers’  excise 
tax  is  imposed. 

(2)  An  exception  to  the  rule  set  forth 
above  in' subparagraph  (1)  of  this  para¬ 
graph  permits  claiming  this  exemption 
is  connection  with  purchases  of  special 
fuel  §  11.101-5  of  this  title  even  though 
the  tax  is  levied  on  the  retailer.  A  suit- 
aide  modification  of  the  exemption  cer¬ 
tificate  set  forth  in  §  1011.206  (a)  (1)  will 
bemade  by  deleting  the  word  “manufac¬ 
turer”  and  inserting  the  word  “vendor,” 
vhen  this  exemption  is  claimed  in  con- 

■  notion  with  purchases  of  special  fuels. 

I  <3)  At  the  time  purchase  determina¬ 
tion  is  made,  the  supplies  are  intended 
foruse  in  “vessels  of  war”  of  the  United 
States,  which  term  includes  every  ele¬ 
ction  of  watercraft  or  other  con¬ 
trivance  constituting  a  part  of  the  armed 
forces  of  the  United  States  used  or 
ttpable  of  being  used  as  a  means  of 
>  transportation  on  water  and  aircraft 
(including  pilotless  aircraft  and  guided 
missiles)  owned  by  the  United  States 
sod  constituting  a  part  of  the  armed 
forces  thereof. 

;  (b)  Claiviing  exemption.  Contracts 

j  *31  specifically  provide  that  the  tax  is 
not  included  in  price. 

[  (O  Proof.  See  §  11.206  (a)  (1)  with 
|  ***Pect  to  the  proof  necessary  to  make 
Wchases  on  a  tax-exclusive  basis  pur- 
*»nt  to  this  exemption  and  format  for 
*  exemption  certificate  for  this 
Purpose. 

I  .  Purchase  on  tax-inclusive  basis. 
Purchases  which  qualify  for  such  ex¬ 
emption  may,  however,  be  made  on  a 

,  ^ta-inclusive  basis  if  the  contracting  of- 
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fleer  determines  that  the  administrative  cated  in  Atlanta,  Ga.,  Boston,  Mass., 
burden  incident  to  obtaining  the  exemp-  Chicago,  Ill.,  Cincinnati,  Ohio,  Dallas, 
tion  outweighs  the  corresponding  bene-  Tex.,  New  York,  N.  Y.,  Omaha,  Nebr., 
fits  accruing  to  the  Government.  Philadelphia,  Pa.,  and  San  Francisco, 

(e)  Definition.  “Sea  stores”  includes  Calif, 
all  articles  purchased  for  use  or  con-  (c)  State  and  local  government  ex¬ 
sumption  by  the  passengers  or  crew,  or  emptions.  The  taxes  found  in  Subpart 
both,  of  a  ship  or  an  aircraft  while  on  A,  Part  1011,  of  this  chapter  do  not 
its  voyage.  apply  to  sales  for  the  exclusive  use  of 

§  1011.205  Other  exemptions — (a)  any  State,  Territory  ot  the United  States, 
Cost-reimbursement  contracts.  Thespe-  “  P°lltiCal  ^Mmsion  of  any  of 
oial  exemptions  from  Federal  excise 

(b)  Distilled  spirits  and  alcohol.  Dis-  ? 
tilled  spirits  of  160  degrees  or  more  of 

nroof  alcohol  and  sneciallv  denatured  curing  from  such  agencies.  For  example, 
prooi,  aiconoi,  specially  denatured  universities  are  usually  regarded 

r“\Ker0rzno™nyt 

feS  “  <»  CF*  171.265-266. 

<i>  ™e  authority  to  sign  applications  ‘hilfx„e“  *  “!? 


to  the  Treasury  Department  Commis¬ 
sioner  of  Internal  Revenue,  for  permits 
to  procure  tax-free  and  specially  dena¬ 
tured  alcohol  (TD  Form  1444,  “Alcohol 
for  Use  of  United  States,”  and  TD  Form 
1486,  “Specially  Denatured  Alcohol  for 
Use  of  United  States”),  has  been  dele¬ 
gated  to  the  Secretary  to  the: 

(1)  Commander,  AMC. 

(ii)  Deputy  and  Assistant  Deputy 
Director/Procurement,  Hg  AMC. 

(iii)  Director  of  Procurement  and 
Production,  Topeka*  Air  Force  Depot, 
Topeka,  Kans. 

and,  while  he  is  so  acting,  to  the  person 
acting  for  the  time  being  in  any  of  the 
foregoing  capacities.  The  above  author¬ 
ity  will  not  be  redelegated. 

(2)  TD  Forms  1444  and  1486  will  be 
submitted  to  the  Treasury  Department, 
Internal  Revenue  Service,  attn:  Deputy 
Commissioner,  Alcohol  Tax  Unit,  Wash¬ 
ington  25,  D.  C.,  by  letter  of  transmittal. 
The  letter  of  transmittal  will  contain 
the  following  information: 

(i)  That  the  appropriate  form  is  sub¬ 
mitted  in  triplicate  according  to  Internal 
Revenue  Regulations  for  permit  to  pro¬ 
cure  tax-free  or  specially  denatured 
alcohol. 

(ii)  Name  and  location  of  supplier. 

(iii)  Name  and  location  of  consignee. 

(iv)  Purpose  for  which  alcohol  will  be 
used. 

(v)  Address  to  which  permit  is  to  be 
sent  (requesting  activity) . 

(3)  All  procuring  contracting  officers 
except  those  located  in  the  Directorate 
of  Procurement  and  Production,  Hq 
AMC,  will  submit  applications  and  let¬ 
ters  of  transmittal  to  Topeka  AF  Depot, 
Topeka,  Kans.,  for  signature  by  the  De¬ 
pot  Director  of  Procurement  and  Pro¬ 
duction,  and  for  forwarding  to  the 
Treasury  Department.  Hq  AMC  activi¬ 
ties  will  submit  applications  and  letters 
of  transmittal  to  the  Deputy  Director/ 
Procurement  for  signature. 

(4)  TD  Form  1444,  “Alcohol  for  Use 
of  United  States,”  and  TD  Form  1486, 
“Specially  Denatured  Alcohol  for  Use  of 
United  States,”  will  no  longer  be  stocked 
in  AF  supply  depots.  Using  activities 
may  secure  these  forms  by  writing  di¬ 
rectly  to  the  nearest  Assistant  Regional 
Commissioner,  Alcohol  and  Tobacco  Tax 
Division,  Internal  Revenue  Service.  As¬ 
sistant  regional  commissioners  are  lo- 


/  of  an  AF  contract  should  exclude  these 
taxes  where  this  exemption  is  available 
thus  reducing  the  price  or  cost  to  the 
Air  Force. 

(d)  Additional  exemptions.  In  addi¬ 
tion  to  the  exemptions  discussed  herein, 
certain  miscellaneous  exemptions  from 
Federal  excise  taxes,  applying  to  private 
as  well  as  Government  procurement,  are 
available.  Any  exemption  for  which  no 
policy  is  otherwise  provided  need  not  be 
claimed,  in  which  event  contract  prices 
will  not  exclude  taxes  on  the  basis  of 
such  an  exemption  and  proof  of  such 
an  exemption  will  not  be  furnished  to 
contractor. 


§  1011.206  Tax  exemption  forms — (a) 
Certificates  of  exemption.  The  certifi¬ 
cates  described  in  this  section  will  be 
reproduced  locally  by  typewriter  only. 

(1)  Supplies  for  vessels  and  aircraft 
tax  exemption  certificates.  The  tax  ex¬ 
emption  certificates  to  be  used  by  pur¬ 
chasers  of  articles  for  use  as  fuel 
supplies,  ships’  stores,  sea  stores,  or  legit¬ 
imate  equipment  on  certain  vessels,  in¬ 
cluding  aircraft,  will  be  as  prescribed 
in  Treasury  Regulations  or  as  shown  be¬ 
low.  The  certificate  will  be  numbered 
and  a  record  will  be  kept  of  each  certifi¬ 
cate  issued,  showing  person  to  whom  is¬ 
sued,  number  of  the  applicable  contract, 
type  of  supplies  involved,  and  period 
covered  by  the  certificate. 

Exemption  Certificate 

(For  use  by  purchasers  of  articles  for  use 
as  fuel  supplies,  ships’  stores,  sea  stores,  or 
legitimate  equipment  on  certain  vessels 
(Sec.  4222  of  the  Internal  Revenue  Code)). 


(Date) 

The  undersigned  purchaser  hereby  certi¬ 
fies  that  he  is  an  authorized  agent  of  th6 
United  States  Air  Force  and  that  the  article 
or  articles  jpecified  in  the  accompanying 
order,  or  as  specified* below  or  on  the  reverse 
side  hereof,  will  be  used  only  for  fuel  sup¬ 
plies,  ships’  stores,  sea  stores,  or  legitimate 
equipment  on  a  vessel  belonging  to  the  fol¬ 
lowing  class  which  is  among  those  enum¬ 
erated  in  section  4222'  of  the  Internal  Reve¬ 
nue  Code: 

Vessels  of  war  of  the  United  States  or  a 
foreign  nation  (aircraft  owned  by  the  United 
States  or  a  foreign  nation  and  constituting 
a  part  of  the  armed  forces  thereof). 

It  is  understood  that  if  the  article  is  used 
for  any  purpose  other  than  as  stated  in  this 
certificate,  or  is  resold  or  otherwise  disposed 
of,  this  fact  must  be  reported  to  the  manu¬ 
facturer.  It  is  understood  that  this  certifi¬ 
cate  may  not  be  used  in  purchasing  articles 
tax  free  for  use  as  fuel  supplies  and  so 
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certificate  may  be  issued  to  cover  all 
under  the  contract.  The  certificat 
cover  all  articles  purchased  unde 
contract,  including  delivery  orders  t 
thereunder  by  other  officers. 

(ii)  A  separate  certificate  for 
kind  of  tax  involved  will  be  prej 
In  the  issuance  of  these  certificat* 


forth,  on  pleasure  vessels,  or  on  any  type  (3)  Lubricating  oils  exemption  cer- 
ot  aircraft  except  civil  aircraft  employed  in  tiflcates.  The  exemption  certificate  to  be 
foreign  trade  or  trade  between  the  United  use(j  iS  shown  in  this  subparagraph: 
States  and  any  of  its  possessions,  and  other¬ 
wise  entitled  to  exemption,  and  aircraft  Exemption  Certificate 

owned  by  the  United  States  or  any  foreign  Certificate  Serial  No. . 

country  and  constituting  a  part  of  the  armed 

forces  thereof.  It  is  also  understood  that  (For  use  by  purchasers  of  lubrication  oil  for 
the  fraudulent  use  of  this  certificate  to  nonlubricating  purposes.) 
secure  exemption  will  subject  the  under¬ 
signed  and  all  guilty  parties  to  a  penalty 
equivalent  to  the  amount  of  tax  due  on 
the  sale  of  the  article  and,  upon  conviction, 
to  a  fine  of  not  more  than  $10,000,  or  to 
imprisonment  for  not  more  than  5  years,  or 
both,  together  with  costs  of  prosecution. 

The  undersigned  also  understands  that  he 
must  be  prepared  to  establish  by  satisfactory 
evidence  the  purpose  for  which  the  article 
was  used. 

Contract  No _ ; _ - 

Period  of  Contract _ 

Type  of  Supplies—--. _ - 


(Date)  each  certificate  the  separate  amounted 

the  taxes  involved  (if  known)  so  that 
the  certificates  may  be  used  only  for  1 
the  purpose  intended. 

(iii)  Where  the  supplies  or  work 
covered  by  the  contract  is  not  taxable 
as  such  and  the  certificate  is  to  be  used 
for  the  purpose  of  obtaining  exemption 
on  the  articles  to  be  incorporated  in  the 
supplies  or  work  covered  by  the  con¬ 
tract,  the  amount  of  the  tax  to  be  shown 
on  the  certificate  will  be  stated  as 
“None.”  No  tax  should  be  shown  on 
the  certificate  except  the  tax  imposed 
directly  upon  the  supplies  or  work 
covered  by  the  contract. 

(iv)  Certificates  may  be  modified  as 
necessary  with  respect  to  contracts  for 
construction,  alterations,  improvements, 
and  repairs.  The  person  issuing  &  tax 
exemption  certificate  will  insert  on  the, 
lines  provided  therefor  his  identification 
card  number,  signature,  and  title. 

(2)  When  exemption  certificates  are 
issued  to  contractors.  An  exemption 
certificate  covering  Federal  excise  taxes 
will  be  executed  and  delivered  to  the 
contractor  upon  request  at  any  time 
after  the  execution  of  the  contract,  pro- 
vided:  (i)  The  contract  so  provides,  (ii) 
the  supplies  are  taxable,  and  (iii)  the 
supplies  are  purchased  by  the  Govern¬ 
ment  at  a  price  which  is  exclusive  of 
such  tax.  In  such  a  case,  the  description 
of  the  supplies  furnished  tax-free  will  be 
inserted  on  the  tax  exemption  certifi¬ 
cate.  Certificates  will  be  numbered  and 
a  record  will  be  kept  of  each  certificate 
issued,  showing  to  whom  issued,  the 
numbers  of  the  applicable  contracts,  the 
type  of  supplies  involved,  and  the  period 
covered  by  the  certificate. 

(3)  Blanket  tax  exemption  certificates. 
Contracts  Under  Federal  Supply 
Schedules. 

(i)  A  separate  certificate  should  be  is¬ 
sued  for  each  order  covering  purchases 
under  Federal  Supply  Schedules.  Upon 
application  of  the  contractor,  where  it  is 
impracticable  to  furnish  separate  certif¬ 
icates,  blanket  exemption  certificates  to 
cover  purchases  under  term  contracts 
may  be  issued.  Such  a  certificate  should 
cover  all  orders  between  given  dates,  and 
it  is  recommended  that  such  a  period 
should  not  exceed  1  month.  Certificates 
should  only  be  issued  where  the  tax  is 
applicable  and  the  order  indicates  the 
tax  is  not  included  in  the  price.  | 

(ii)  Contractors  are  required  to  indi¬ 
cate  the  number  of  the  applicable 
blanket  tax-exemption  certificate  on 
their  invoices. 

(iii)  The  order  need  not  contain  the 
number  of  the  applicable  tax-exemption 
certificates.  A  reference  to  the  Federal 
Supply  Schedule  contract  number  will 

eluded  from  the  contract  price  of  articles  1  ; 

or  supplies  purchased,  but  the  exact  '  subpart  c — state  and  local  TAXES . 
amount  of  the  tax  cannot  be  determined  §  1011.301  Applicability — (a)  Ge** 

at  that  time,  a  blanket  tax  exemption  eral  rules  for  availability  of  exemption 


Contract :  ' 

Contractor : 

Product: 

End  Use: 

The  undersigned  hereby  certifies  that  he  is 
officially  authorized  to  issue  tax  exemption 
certificates  for  the  Department  of  the  Air 
Force  under  the  above-described  contract, 
and  that  the  product  indicated  above,  being 
purchased  under  said  contract,  will  be  used 
or  resold  for  lubrication,  but  will  be  used  for 
the  purpose  shown. 

United  States  Air  Force,  The  undersigned  understands  that  if  the 

nonlubricating  oil  is  used,  sold,  or  otherwise 
disposed  of  except  as  above  stated,  the  De¬ 
partment  of  the  Air  Force  will  be  liable  for 
the  tax  upon  such  use,  sale,  or  other  dispo¬ 
sition  of  such  product.  It  is  understood 
that  the  fraudulent  use  of  this  certificate  to 
secure  exemption  will  subject  all  guilty  par¬ 
ties  to  a  fine  of  not  more  than  $10,000  or  to 
imprisonment  for  not  more  than  5  years,  or 
both,  together  with  costs  of  prosecution. 
The  undersigned  also  understands  that  the 
Government  must  be  prepared  to  establish 
by  competent  evidence  that  the  product  was 
actually  used  for  the  purpose  or  purposes  for 
which  purchased  as  stated  in  this  certificate. 

(For  use  by  purchasers  of  benzol,  benzene.  Contract  Period 

naphtha,  or  other  taxable  liquid,  for  other  United  States  Air  Force, 

than  as  a  fuel  for  the  propulsion  of  motor  gy 

vehicles,  motorboats,  or  airplanes,  and  y  Name  " 

otherwise  than  in  the  manufacture  or  pro-  Grade 

duction  of  such  fuel.)  Title 


Name 

Grade 

Title 

Address 

Identification  Card  No. 
Figure  1 

(2)  Liquid-fuel  exemption  certifi¬ 
cates.  The  exemption  certificate  to  be 
used  is  shown  in  this  subparagraph: 

Exemption  Certificate 

Certificate  Serial  No. _ 


Name 

Grade 

Title 

Address 

Identification  Card  No. 
Figure  2 
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ln,n  state  and  local  taxes.  (1)  “Pur- 
me  articles*  According  to  §  1011.302, 
^-exemption  certificates  may  be  issued 
j!r  state  and  local  taxes  where  the 
pices  paid  by  the  Government  exclude 

“Subsidiary  articles  ."  Sales  of 
tubsidiary  articles  are  normally  not  ex- 
rtipted  from  State  or  local  taxes  and 
I  :^e  is,  therefore,  generally  no  occasion 
i  to  the  issuance  of  tax-exemption  certifi¬ 
es  with  respect  to  such  taxes  on  sub- 
sidiary  articles. 

1 1011  302  Tax-exemption  forms,  (a) 

I  -exemption  certificates  are  used  for 
establishing  exemptions  from  State  and 
local  taxes.  For  this  purpose  certificates 
should  be  prepared  according  to  the  re¬ 
quirements  of  the  particular  State  or 
local  tax  authority  concerned.  In  most 
esses,  Standard  Form  1094  will  be  the  ap¬ 
propriate  form  of  tax-exemption  certifi¬ 
cate.  Except  as  provided  in  paragraph 
(b)  of  this  section,  no  tax-exemption  cer¬ 
tificate  will  be  issued  with  respect  to  a 
State  or  local  tax  unless  the  contract 
shows  that  the  price  paid  by  the  Govern- 
nent  is  exclusive  of  the  tax  to  which 
the  certificate  pertains  or  unless  the  con¬ 
tactor  consents  to  the  deduction  of  such 
tax  from  the  contract  price  and  the  ac¬ 
ceptance  of  the  tax-exemption  certificate 
in  lieu  thereof. 

(b)  When  impossible  for  any  reason 
to  effect  a  purchase  excluding  the 
mount  of  any  State  or  local  tax  which 
is  deemed  to  be  locally  applicable  to 
Government  purchases,  Standard  Form 
1094  will  be  executed  and  delivered  to 
the  finance  officer  to  whose  accounts  the 
vouchers  in  the  transaction  pertain,  to¬ 
other  with  a  written  statement  to  the 
elect  that  the  vendor  refused  such  cer¬ 
tificate.  This  tax-exemptioir  certificate 
is  for  the  use  of  the  Comptroller  General 
in  obtaining  a  refund  of  the  amount  of 
tues  involved.  The  serial  number  of 
the  tax-exemption  certificate  will  be 
shown  on  the  payment  voucher. 

(1)  When  Standard  Form  1094  (or 
other  appropriate  certificate),  executed 
under  the  conditions  stated  in  this  para- 
paph,  is  received  in  the  finance  office, 
the  bureau  or  office  number  of  the  pay¬ 
ment  voucher  will  be  noted  on  the  cer¬ 
tificate  and  the  finance  office  will  bill 
the  State  or  local  taxing  agency  for 
refund  of  the  taxes  paid.  The  amount 
ejected  will  be  credited  by  the  finance 
officer  to  the  appropriation (s)  from 
vhich  the  vouchers  were  paid  or  to  mis- 
«Daneous  receipts  account,  “575594 — 
Befund,  state  and  Local  Taxes,”  if  the 
sppropriation  cannot  be  readily  iden¬ 
tified. 

(2)  If  the  finance  office  fails  to  obtain 
Jffund  of  the  amount  of  taxes  paid,  it 
*21  promptly  send  the  tax-exemption 
wtificate.  if  available,  together  with 
«I1  correspondence  with  the  taxing 
'<ency  relating  thereto,  and  information 
®  to  the  finance  officer’s  voucher  num- 
teon  which  payment  for  the  merchan- 
1  toe  was  made,  to  the  Settlements  Divi- 
*».  Air  Force  Finance  Center,  Denver, 

^  Wo.,  for  processing  for  settlement  by 
8*  General  Accounting  Office  under 
Stttion  236,  Revised  Statutes,  as 
i  tended  by  the  Budget  and  Accounting 
’  Act,  1921. 


§  1011.350  Particular  State  or  local 
taxes.  The  various  Stat^  and  local  tax 
laws  are  not  uniform  in  their  applica¬ 
tion  and  therefore  it  is  not  possible  to 
furnish  detailed  information  and  in¬ 
structions  on  each  of  such  taxes.  Where 
difficulties  have  developed  and  the  Air 
Force  desires  to  adopt  a  uniform  policy 
with  respect  to  any  State  or  local  tax, 
this  information  will  be  supplied  as 
added  sections  subsequent  to  this  section. 

§  1011.351  Indiana  gross  income  tax. 

§  1011.351-2  Applicability  of  section. 
This  section  applies  to  all  AF  personnel 
concerned  with  the  execution  and  ad¬ 
ministration  of  AF  contracts  placed  with 
contractors  in  the  State  of  Indiana, 
which  contracts  call  for  interstate  ship¬ 
ment,  originating  in  Indiana. 

§1011.351-3  General.  To  insure  that 
Government  contractors  will  pay  under 
protest  any  Indiana  State  gross  income 
and  bonus  tax  which  may  be  imposed 
by  the  State  of  Indiana  on  supplies 
shipped  from  points  within  the  State  of 
Indiana  to  points  outside  of  that  State, 
procedures  as  set  forth  in  this  section 
will  be  followed  pending  rendition  of  a 
court  decision  as  to  the  legality  of  the 
tax  as  applied  to  purchases  by  the  Gov¬ 
ernment. 

§  1011.351-4  Procedures — (a)  Negoti¬ 
ated  fixed-price  contracts — (1)  Contract 
clause.  The  following  clause  will  be 
added  to  the  clause  prescribed  in  §  11.401 
of  this  title  in  all  negotiated  fixed-price 
supply  contracts  containing  §  11.401  of 
this  title  which  provide  for  shipment  by 
the  contractor  or  by  the  Government  of 
supplies  from  points  within  the  State  of 
Indiana  to  points  outside  of  that  State: 

(g)  The  Indiana  Gross  Income  and  Bonus 
Tax  is  hereby  construed,  for  the  purpose  of 
this  clause,  to  be  a  direct  tax  as  defined  in 
paragraph  (a)  of  this  clause.  All  contract 
prices  for  supplies  to  be  furnished  hereunder 
shall  include  such  Indiana  Gross  Income  and 
Bonus  Taxes  as  are  imposed  by  the  State  of 
Indiana.  The  Contractor  agrees,  however,  in 
any  instance  where  the  State  seeks  to  impose 
such  tax  on  receipts  from  supplies  which  are 
shipped  outside  the  State  of  Indiana  either 
by  the  Contractor,  or  the  Government,  to  pay 
such  taxes  under  protest.  The  Contractor 
further  agrees,  as  directed  by  the  Contracting 
Officer  to  do  so,  to  take  all  necessary  action, 
in  cooperation  with  and  for  the  benefit  of 
the  Government,  to  secure  a  refund  of  such 
tax,  in  which  event  the  Government  agrees 
to  reimburse  the  Contractor  for  any  and  all 
reasonable  expenses  incurred  at  the  direction 
of  the  Contracting  Officer.  In  the  event  the 
State  of  Indiana  exempts  the  Contractor 
from  payment  of  such  tax,  or  in  the  event 
the  Contractor  is  successful  in  securing  a  re¬ 
fund  of  such  tax,  the  Contractor  agrees  to 
reimburse  the  Government  for  the  amount 
of  such  tax  and  any  interest  refunded.  In 
the  event  of  administrative  proceedings  or 
litigation  concerning  such  tax,  the  Contrac¬ 
tor  shall  keep  the  Contracting  Officer  in¬ 
formed  thereof  and  shall  authorize  repre¬ 
sentatives  of  the  Government  to  collaborate 
with  counsel  for  the  Contractor  in  settling 
or  prosecuting  claims  for  refund  of  such  tax. 

(2)  General.  Administrative  and  local 
purchase  contracting  officers  will  advise 
contractors  that,  if  they  have  made  pay¬ 
ment  on  such  tax  under  protest  on  ship¬ 
ments  made  on  commercial  bills  of  lad¬ 
ing,  and  have  been  reimbursed  for  same 
by  the  Government,  claim  for  refund  will 


be  made  and  the  refund,  together  with 
any  interest  received  thereon,  be  paid 
to  the  Government. 

(b)  Cost-reimbursement  contract — 
(1)  Contract  clause.  In  each  cost-reim¬ 
bursement-type  supply  contract  provid¬ 
ing  for  shipment  of  supplies  from  points 
within  the  State  of  Indiana  to  points  out¬ 
side  the  State  of  Indiana,  an  appropriate 
clause  may  be  included  in  the  contract 
to  insure  that  the  contractor  pays  under 
protest  any  Indiana  gross  income  and 
bonus  tax  imposed  by  the  State  of  Indi¬ 
ana.  The  following  clause  may  be  used: 

The  Contractor  agrees  in  any  Instance 
where  the  State  of  Indiana  seeks  to  impose 
the  Indiana  Gross  Income  and  Bonus  Tax  on 
receipts  from  supplies  which  are  shipped  out¬ 
side  the  State  of  Indiana,  either  by  the  Con¬ 
tractor  or  by  the  Government,  to  pay  such 
taxes  under  protest  and  such  taxes  as  paid 
will  be  reimbursable  items  of  cost.  The  Con¬ 
tractor  further  agrees,  as  directed  by  the 
Contracting  Officer  to  do  so,  to  take  all  neces¬ 
sary  action,  in  cooperation  with  and  for  the 
benefit  of  the.  Government,  to  secure  the 
refund  of  such  tax,  in  which  event  the  Gov¬ 
ernment  agrees  to  reimburse  the  Contractor 
for  any  and  aU  reasonable  expenses  Incurred 
at  the  direction  of  the  Contracting  Officer. 
In  the  event  the  State  of  Indiana  exempts 
the  Contractor  from  the  payment  of  such 
tax,  or  in  the  event  the  Contractor  is  success¬ 
ful  in  Securing  refund  of  such  tax,  the  Con¬ 
tractor  agrees  to  reimburse  the  Government 
for  the  amount  of  such  tax  refunded  together 
with  any  interest  thereon.  In  the  event  of 
administrative  proceedings  or  litigation  con¬ 
cerning  such  tax,  the  Contractor  shall  keep 
the  Contracting  Officer  informed  thereof  and 
shall  authorize  representatives  of  the  Gov¬ 
ernment  to  collaborate  with  counsel  for  the 
Contractor  in  settling  or  prosecuting  claims 
for  refund  of  such  tax. 

(2)  General.  The  clause  set  forth  in 
this  paragraph  need  not  be  included  in 
IFB’s  issued  in  connection  with  formally 
advertised  procurements.  However, 
where  the  contract  of  the  successful  bid¬ 
der  provides  for  shipment  by  the  contrac¬ 
tor,  or  by  the  Government,  of  supplies 
from  points  within  the  State  of  Indiana 
to  points  outside  of  that  State,  the  con¬ 
tract  may  be  amended  to  include  an  ap¬ 
propriate  clause  which  will  insure  that 
the  contractor  will  pay  under  protest  any 
Indiana  gross  income  and  bonus  tax 
imposed  by  the  State  of  Indiana. 

(c)  Memorandum  of  the  Indiana  De¬ 
partment  of  State  Revenue,  dated  De¬ 
cember  27,  1950.  Memorandum  of  the 
Indiana  Department  of  State  Revenue, 
December  27,  1950,  has  been  changed. 
In  an  amendment  issued  March  30,  1952, 
the  State  has  restricted  the  retroactive 
application  of  referenced  Memorandum 
and  has  amended  it  to  provide  that  con¬ 
tracts  and  sales  to  the  Federal  Govern¬ 
ment  will  be  considered  until  January  1, 
1951  as  being  under  the  directives,  bul¬ 
letins,  and  regulations  issued  by  said  de¬ 
partment  prior  to  December  27,  1950. 
This  action  in  effect  eliminates  any  1950 
Indiana  gross  income  tax  on  Government 
lump-sum  contracts  and  alters  tax  im¬ 
posed  upon  receipts  from  cost-reimburse¬ 
ment-type  contracts  with  the  Govern¬ 
ment.  Administrative  and  local  pur¬ 
chase  contracting  officers  will  inform 
each  contractor  to  seek  refunds  of  such 
1950  taxes  as  were  paid  by  the  contractor 
and  reimbursed  by  the  Government  on 
Government  lump-sum  contracts  and 
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h  tax,  while  not  be  covered  by  exemption  certificates  n 
f  direct  tax,  will  proof  of  exemptions  should  not  be  con 
e  more  than  any  sidered  as  allowable  costs  unless,  in  th# 
iuch  as  those  for  case  of  State  or  local  taxes,  the  authori 
nployjnent  com-  ties  refuse  to  recognize  the  exemption!' 
increase  in  taxes  In  such  a  case  the  contractor  should 
t  on  the  contrac-  reimbursed  for  payment  of  the  tax  pro 
vill  benefit  from  vided  he  does  so  in  a  manner  that  m 

serves  all  rights  of  the  Government  to  * 
is  in  contracts —  refund  and  agrees  to  cooperate  with  the 
provisions  may  be  Government  to  obtain  such  refund.  ■ 
:t  with  respect  to  (b)  Exemptions  from  Federal  exckt 
regarding  which  taxes;  cost-reimbursement  contracts— 
ig  the  applicabil-  (1)  Purchase  and  subsidiary  articles 
transaction  cov-  <i)  A  prime  cost- reimbursement  con- 
Any  such  special  tractor  is  not  liable  for  Federal  excise 
y  specify  whether  taxes  with  respect  to  taxable  purchase 
ed  in  or  excluded  articles  which  the  manufacturer  fabri- 
;ther  the  Govern-  cates  or  assembles  out  of  materials 
mburse  the  con-  owned  by  the  United  States.  However 
no  exemption  is  no  exemption  certificate  is  necessary  to 
ag  officers,  when  establish  the  contractor’s  nonliability, 
irecautions  to  see  (ii)  Under  an  informal  ruling  of  the 
include  in  the  bid  Internal  Revenue  Service  cost  reim- 
any  State  or  local  bursement  contractors  are  entitled  under 
h  do  not  apply  to  section  3451  of  the  Internal  Code  to  pur- 
ivernment,  or  any  chase  tax  free  direct  from  the  manu- 
taxes,  exemption  facturers  thereof  those  articles  which 
le  in  the  case  of  the  Government  is  entitled  to  purchase 
the  Federal  Gov-  tax  free  under  section  3451  of  the  In¬ 
ternal  Revenue  Code  (SPJGT/7570,  July 
he  standard  tax  12,  1944).  However,  Air  Force  cost-re- 
Less  otherwise  in-  imbursement  contractors  are  subject  to 
ct,  the  prices  set  the  same  restrictions  as  to  policy  of 
>le  Federal  taxes,  claiming  such  exemptions  set  out  in 
I  of  this  title  and  5  1011.203  and  cannot  be  compelled  to 
rt,  several  exemp-  claim  any  such  exemptions.  Where  the 
se  taxes  are  avail-  exemptions  are  claimed,  the  exemption 
tes  and  certain  of  certificate  should  be  in  the  special  form 
d.  When  the  ex-  illustrated  in  §  1011.206  (a)  (2),  or  as 
e  tax  must  be  ex-  prescribed  in  Treasury  Regulations  44 
ct  price.  Where  a  (26  CFR  (1939)  314.28)  and  Regulations 
;he-  standard  tax  46  (26  CFR  (1939)  316.28). 
e  procurement  of  (iii)  It  is  noted  that  cost-reimburse- 
h  an  exemption  is  ment  subcontractors  are  not  entitled  to 
tax  so  excluded  exemptions  under  section  3451,  IRC,  and 
ly  in  the  contract,  no  such  exemption  certificates  will  be 
lould  require  bid-  issued  to  them.  Cost-reimbursement 
eir  bids  the  taxes  prime  and  subcontractors  are  entitled 
he  contract  price,  to  purchase  subsidiary  articles  tax  free 
ach  contract  must  as  provided  in  §  1011.206  (b)  (4)  of  this 
the  invitation  for  part  and  §  11.204  of  this  title. 

.  .  .  ,.  SUBPART  T— FOREIGN  TAXES 

is  and  instructions 

ind  local  taxes  will  5  1011.2000  Scope  of  subpart,  (a) 
•urnished  in  para-  This  subpart  sets  forth  the  pdlicy  of 
C  of  this  part.  the  Department  of  Defense  with  respect 

,  ’  to  exemption  from  the  payment  of  for- 

.mbursement  con-  eigrl  taxes  and  customs  duties  on  the 
In  connection  with  expenditure  of  funds  appropriated  to 
payments  present  the  Departments  of  the  Army,  Navy,  and 
in  allowable  costs  ^ir  p0rce,  and  funds  allocated  to  the 
i  ip  .general  from  Department  of  Defense  by  the  Director 
cost  principles  set  f0r  Mutual  Security. 

I  of  this  title  and  (b)  This  subpart  applies  to  the  ex- 
that  taxes  (other  emption  from  taxes  and  customs  duties 
and  excess-profits  as  covered  by  agreements  with  Belgium, 
:xpense  in  connec-  Denmark,  France,  Federal  Republic  of 
refinancing  or  re-  Germany,  Iceland,  Italy,  Japan,  Luxem- 
which  are  directly  bourg,  Netherlands,  Norway,  and  the 
United  Kingdom.  It  will  become (ap- 
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agreement  may  be  concluded  with  a 
particular  country. 

s  1011  2001  General,  (a)  All  import 

V export  of  goods,  all  construction  and 
»  nrocurement  of  goods  and  services  in 
fh/countries  enumerated  in  §  1011.2000 
rhi  will  be  in  accordance  with  the  terms 
f  the  agreements  that  have  been  con¬ 
fided  with  those  countries  providing  for 
rPlief  from  the  payment  of  taxes  on 
united  States  dollar  expenditures  for  the 
Common  defense.  Compliance  with  the 
Lrtinent  tax  agreement  will  constitute 
complete  compliance  with  this  section. 
Post  exchange  purchases  and  counter¬ 
part  expenditures  are  not  within  the 
:r0De  of  the  tax  exemption  agreements 
rovered  by  this  section.  In  addition,  tax 
Exemption  need  not  be  sought  on  pro¬ 
curement  amounting  to  less  than  $1,000, 
except  payments  relating  to  infrastruc¬ 
ture  where  the  administrative  burden  of 
obtaining  relief  is  out  of  proportion  to 
the  relief  obtained.  Exemption  from  the 
payment  of  social  security  contributions 
and  charges  in  the  nature  of  service 
charges  need  not  be  sought  except  in 
those  cases  where  exemption  is  granted 
by  the  pertinent  tax  agreement  or  by 
other  arrangements.  » 

(b)  Messages  DEP  91060  of  January 
3,  1952,  DEF  81609  of  January  9,  1952, 
DEF  910404  of  February  18,  1952,  and 
DEF  902223  of  February  28,  1952  are  re¬ 
scinded  so  far  as  they  concern  foreign 
taxes,  except  as  they  apply  to  Greece, 
Turkey,  and  Portugal,  where  they  will 
continue  to  apply  until  such  time  as  tax 
agreements  are  signed. 

(c)  Appropriate  modifications  will  be 

made  in  existing  contracts  on  which  pay¬ 
ments  had  not  been  completed  on  the 
effective  date  of  the  applicable  tax  agree¬ 
ment.  > 

§  1011.2002  Tax  clauses  lor  use  in 
contracts  with  foreign  governments  and 
foreign  contractors.  The  following 
clauses  will  be  inserted  as  applicable  in 
all  contracts  hereafter  effected  with  for¬ 
eign  governments  and  foreign  contrac¬ 
tors  (except  Canadian  Commercial  Cor¬ 
porations)  : 

(a)  Clause  for  use  in  fixed-price  con¬ 
tracts  between  the  Government  of  the 
United  States  and  foreign  contractors 
( except  foreign  governments ). 

^Taxes 


the  manufacture  or  furnishing  of  complete 
supplies  or  services  covered  by  this  con¬ 
tract,  Which  are  not  excluded  or  required  to 
be  excluded  pursuant  to  paragraph  (1) 
hereof,  the  contract  prices  will  be  Increased 
accordingly.  The  Contractor  will  submit  a 
written  request  for  such  price  revision,  to¬ 
gether  with  any  substantiating  evidence  as 
may  be  required  by  the  Contracting  Officer 
within  thirty  days  of  the  effective  date  of 
any  such  increase  in  taxes  or  within  such 
further  time  as  the  Contracting  Officer  may 
allow. 

(b)  Clauses  for  use  in  fixed-price  con¬ 
tracts  between  governments. 

\ 

Taxes 

(1)  The  contract  prices,  including  the 

prices  in  subcontracts  hereunder,  do  not  in¬ 
clude  any  tax  or  duty  which  the  Govern¬ 
ment  of  the  United  States  and  the  Govern¬ 
ment  of _ have  agreed  shall  not 

be  applicable  to  expenditures  in _ 

by  the  United  States,  or  any  other  tax  or 
duty  not  applicable  to  this  contract  under 

the  laws  of _ _  If  any  such  tax 

or  duty  has. been  included  in  the  contract 
prices  through  error  or  otherwise,  the  con¬ 
tract  prices  shall  be  correspondingly  reduced. 

(2)  If,  after  the  contract  date,  the  Gov¬ 

ernment  of  the  United  States  and  the  Gov¬ 
ernment  of _ shall  agree  that  any 

tax  or  duty  included  in  the  contract  prices 
shall  not  be  applicable  to  expenditures  in 
- by  the  United  States,  the  con¬ 
tract  prices  shall  be  reduced  accordingly. 

(c)  Clause  for  use  in  cost-type  con¬ 
tracts  between  the  Government  of  the 
United  States  and  foreign  contractors 
( except  foreign  governments ). 

Taxes 

Any  tax  or  duty  from  which  the  United 
States  Government  is  exempt  by  agreement 

with  the  Government  of  _  or 

from  which  the  contractor  or  any  subcon¬ 
tractor  hereunder  is  exempt  under  the  laws 
of _ _ _ _  shall  not  constitute  an  al¬ 

lowable  cost  under  this  contract. 


(1)  The  contractor  warrants  that  the  con¬ 
tract  prices,  including  the  prices  in  subcon¬ 
tracts  hereunder,  do  not  include  any  tax  or 
duty  which  the  Government  of  the  United 

States  and  the  Government  of _ _ 

have  agreed  shall  not  be  applicable  to  ex¬ 
penditures  in _ _ by  the  United 

States  or  any  tax  or  duty  from  which  the 
contractor,  or  any  subcontractor  hereunder, 

is  exempt  under  the  laws  of _ _ 

If  any  such  tax  or  duty  has  been  included 
in  the  contract  prices  through  error  or  other¬ 
wise,  contract  prices  shall  be  correspondingly 
reduced.  . 

(2)  If  for  any  reason  after  the  contract 
date  the  contractor  is  relieved  in  whole  or 
in  part  from  the  payment  or  the  burdpn  of 
any  tax  or  duty  included  in  the  contract 
prices,  the  contract  prices  shall  be  corre¬ 
spondingly  reduced. 

(3)  If,  after  the  contract  date,  the  Con¬ 
tractor  is  required  to  bear  the  burden  of  any 
ncrease  in  taxes  on  this  transaction  or  on 
supplies,  materials,  or  components  used  in 


(d)  Clause  for  use  in  cost-type  con¬ 
tracts  between  governments. 

Taxes 

Any  tax  or  duty  from  which  the  United 
States  Government  is  exempt  by  agreement 

with  the  Government  of  _  or 

from  which  any  subcontractor  hereunder  is 

exempt  under  the  laws  of _ _ _ shall 

not  constitute  an  allowable  cost  under  this 
contract. 

SUBPART  U — COLLECTION  AND  PAYMENT  OF 

FEDERAL  EXCISE  TAXES  BY  THE  GOVERNMENT 

WHERE  THE  UNITED  STATES  IS  VENDOR 

§  1011.2100  Collection  from  purchaser 
or  user.  Except  as  provided  in 
§  1011.2102,  the  amount  of  the  Federal 
excise  tax  will  be  collected  from  the  pur¬ 
chaser  when  articles  subject  to  tax  under 
§  11.103  or  §  11.101  of  this  title,  and  tile 
following  sections  of  this  subpart,  pur¬ 
chased  free  of  tax,  are  sold  to  individuals 
or  used  for  other  than  the  use  of  the 
United  States. 

§  1011.2102  Transfers  of  Government- 
owned  property.  In  connection  with  the 
following  types  of  transfers  of  Govern¬ 
ment-owned  property  purchased  by  the 
Government  free  of  tax,  the  amount  of 
the  Federal  tax  need  not  be  collected  from 
the  purchaser. 

(a)  All  sales  of  surplus  property  and 
Government-owned  contractor  inventory 
(excepting  gasolin6),  as  defined  in  the 
Federal  Property  and  Administrative 


Services  Act  of  1949  as  amended  (63  Stat. 
377;  5  U.  S.  C.  124  et  seq.). 

(b)  All  sales  of  scrap  or  of  used  prop¬ 
erty. 

<c)  Transfers  to  a  cost-plus-fixed-fee 
contractor  of  Government-owned  prop¬ 
erty  for  use  in  connection  with  the  per¬ 
formance  of  the  contract. 

(d)  Sales  to  a  lump-sum  contractor  of 
Government-owned  property  for  use  in 
connection  with  the  performance  of  the 
contract.  ' 

(e)  Transfers  to  other  agencies  of  the 
Government,  including  transfer  for  dis¬ 
position  to  the  Federal  Supply  Service. 

(f)  Transfer  to  any  State,  Territory 
of  the  United  States,  or  political  subdi¬ 
vision  thereof,  or  the  District  of  Colum¬ 
bia,  when  original  sales  to  such  agencies 
or  instrumentalities  are  tax  exempt. 

§  1011.2103  Sale  of  property  to  a 
lump-sum  contractor.  As  indicated  in 
§  1011.2102  (d),  where  the  sale  of  prop¬ 
erty  to  a  lum-sum  contractor  is  involved, 
the  amount  of  the  Federal  tax,  as  such, 
need  not  be  collected  from  the  contractor. 
The  contractor,  however,  should  not  de¬ 
rive  the  benefit  arising  from  the  fact  that 
the  Government  originally  acquired  the 
property  free  of  tax.  Accordingly,  in 
fixing  the  sales  price  to  be  paid  to  the 
Government  by  the  lump-sum  contrac¬ 
tor,  one  of  the  elements  included  in  the 
price  will  be  the  amount  of  the  Federal 
excise  tax  which  would  ordinarily  be  pay¬ 
able  upon  a  sale  of  similar  property  by  a 
vendor  other  than  the  Government. 


Fart  1012 — Labor 
Subpart  A— Basic  Labor  Policies 

Sec. 

1012.101  Labor  relations. 

1012.181—50  Actions  affecting  labor  policies. 

1012.101- 51  Communications  regarding  la¬ 
bor  matters. 

1012.101- 53  Removal  of  items  from  plants 
or  facilities  affected  by  work  stoppages. 

1012.101- 54  Inspection  of  material  during 
labor  disputes. 

1012.101- 55  Admission  of  labor  representa¬ 
tives  to  contract  sites. 

1012.102  Overtime,  extra-pay  shifts,  and 
multi-shift  work. 

1012.102- 50  Contract  requirements. 

1012.102- 51  Interservice  agreements. 

1012.103  Federal  and  State  labor  require¬ 
ments. 

1012.103- 50  State  labor  standards. 

1012.104  Meeting  manpower  requirements. 

Subpart  B— Convict  Labor 

1012.202  ‘Applicability. 

Subpart  C— -  Eight-Hour  Law  of  1912  (Other 
Than  Construction  Contracts) 

1012.302  Applicability. 

Subpart  D — Labor  Standards  in  Construction 
Contracts 

1012.401  Statutes  and  regulations. 
1012.401-50  Definitions. 

1012.402  Applicability. 

1012.404  Administration  and  enforcement. 

1012.404- 1  In  general. 

1012.404- 2  Wage  determinations. 

1012.404- 3  Additional  classifications. 

1012.404- 4  Apprentices. 

1012.404- 5  Subcontracts. 

1012.404- 6  Payrolls  and  affidavits. 

1012.404- 7  Investigations. 

1012.404- 9  Suspensions  and  deductions  of 
contract  payments. 

1012.404- 10  Restitution. 
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1 1012  404-1  In  General — (a)  Admin - 
■Jration  of  labor  standards.  It  will  be 
the  responsibility  of  the  contracting  of- 
Xer  administering  contracts  to  admin¬ 
ister  construction  contracts  according 
Xthe  applicable  labor  standards  pro- 
&£  in  this  subpart 

(b)  Preconstruction  letter  or  confer - 
tnce  The  contracting  officer  admin- 
Sering  the  contract  will  notify  the  con¬ 
tractor  of  his  responsibilities  under  the 
^bor  standards  provisions  of  the  con¬ 
tract  by  either  a  preconstruction  letter 
or  conference.  A  contractor-signed 
copy  of  AFPI  Form  27,  “Preconstruction 
Conference  Checklist,”  will  be  included 
in  the  contract  file  when  the  conference 
gwtem  is*  used.  The  preconstruction 
letter  or  conference  should  inform  the 
contractor  of  his  obligations  with  respect 
to  the  labor  standards  statutes,  regula¬ 
tions,  and  provisions  set  forth  in  this 
subpart  and  in  Subpart  D,  Part  12,  of 
this  title. 

(c)  Examination  of  records.  Prior  to 
•  the  approval  of  payment  on  any  con¬ 
struction  contract,  the  contracting  of¬ 
ficer  administering  the  contract  will 
initiate  such  examinations  into  the  rec¬ 
ords  and  activities  of  the  contractor  and 
his  subcontractor  (s)  as  are  necessary  to 
insure  full  compliance  with  the  appli¬ 
cable  labor  statutes  and  labor  standards 
provisions  in  this  subpart. 

§  1012.404-2  Wage  determinations. 
The  wage  rate  determination,  issued  by 
the  Department  of  Labor  pursuant  to 
the  Davis-Bacon  Act,  as  amended  (46 
Stat.  1494;  40  U.  S.  C.  276a)  ,«is  a  schedule 
of  the  minimum  hourly  rates  of  wages 
to  be  paid  laborers  and  mechanics  em¬ 
ployed  by  the  contractor  and  his  subcon¬ 
tractors  performing  work  called  for  by 
the  contract.  It  normally  includes  all 
the  classifications  of  laborers  and  me¬ 
chanics  expected  to  be  employed  on  the 
work.  There  are  two  types  of  determi¬ 
nations:  area  determinations  and  indi¬ 
vidual  determinations. . 

(a)  Area  (54A)  determinations  are 
determinations  which  provide  wage 
rates  for  all  contracts  which  may  be 
awarded  for  work  at  an  installation  or 
within  a  given  geographical  area  (usu¬ 
ally  a  county)  during  the  90-day  life  of 

'  the  determination.  These  determina¬ 
tions  contain  all  the  classifications  of 
laborers  and  mechanics  usually  needed 
for  construction  work.  Hq  USAF  main¬ 
tains  the  area  determination  on  a  con¬ 
tinuous  basis  by  requesting  a  new 
determination  from  the  Department  of 
Labor  prior  to  the  expiration  of  each 
current  determination.  Area  determina¬ 
tions  will  be  maintained  only  for  those 
installations  where  the  volume  of  con¬ 
tracts  being  executed  makes  it  im¬ 
practicable  to  obtain  individual  deter¬ 
minations.  Area  determinations  will 
normally  not  be  maintained  for  installa¬ 
tions  other  than  bases  or  facility  plants 
usually  requiring  at  least  four  construc¬ 
tion  contracts  per  quarter. 

(b)  Individual  determinations  are  de¬ 
terminations  which  are  provided  by  the 
Department  of  Labor  for  a  single  con¬ 
tract.  Such  a  determination  must  be 
obtained  for  each  contract  subject  to  the 

j  Davis-Bacon  Act,  as  amended,  (46  Stat. 
k  40  U.  S.  C.  276a)  unless  an  area 
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(54 A)  determination  is  applicable.  The 
classifications  of  laborers  and  mechanics 
in  these  determinations  are  limited  to 
those  classes  employed  in  the  type  of 
work  required  by  the  contract,  as  indi¬ 
cated  in  the  request. 

(c)  Use  of  the  wage  rate  determina¬ 
tion:  The  Specifications  of  every  con¬ 
tract  subject  to  the  Davis-Bacon  Act  will 
include  a  copy  of  a  current  wage  rate 
•determination.  Contracting  officers  will 
not  accept  purchase  requests  covering 
projects  subject  to  the  act  until  the  re¬ 
quired  determination  has  been  incorpo¬ 
rated  in  the  specifications.  Contracts 
may  be  advertised  up  to  the  expiration 
date  of  the  determination;  however,  bids 
will  not  be  opened  after  expiration  until 
a  new  determination  has  been  received 
and  bidders  advised  of  changes  therein. 
Wage  rates  included  in  the  contract  at 
the  time  of  award  are  applicable  to  that 
contract  for  its  duration.  These  same 
rates  may  be  used  for  additional  or  new 
work  not  included  in  the  specification  if 
an  area  determination  was  used  in  the 
IFB  or  RFP  and  that  determination  is 
still  in  effect  at  the  time  of  the  change. 

If  the  area  determination  has  expired 
or  if  an  individual  determination  was 
used,  a  new  wage  determination  must  be 
used  for  such  new  or  additional  work. 

(1)  Fixed-price  contracts  ( formally 
advertised  or  negotiated.)  Once  a  con¬ 
tract  is  awarded,  the  wage  rates  con¬ 
tained  in  the  specifications  are  the  min¬ 
imum  rates  tha(t  can  be  paid  by  the 
contractor  or  his  subcontractors  during 
the  life  of  the  contract. 

(2)  Cost-reimbursement  type,  time  and 
material,  and  labor-hour  contracts  and 
subcontracts.  The  wage  rates  established 
for  and  included  in  cost-reimbursement 
type  prime  or  subcontracts  (including 
time  and  materials  contracts  and  labor- 
hour  contracts)  according  to  the  Davis- 
Bacon  Act  are  the  minimum  rates  that 
can  be  paid  during  the  life  of  the  con¬ 
tract.  Reimbursement  to  contractors  and 
subcontractors  holding  the  foregoing 
types  of  contracts  for  wages  paid  to  la¬ 
borers  and  mechanics  are  based  on  this 
w?ige  schedule;  all  applications  of  prime 
and  subcontractors  to  use  higher  wage 
rates  require  specific  approval  by  the 
contracting  officer.  Subcontracts  award¬ 
ed  pursuant  to  a  cost-reimbursement 
type,  time  and  material,  or  labor-hour 
contract  will  include  wage  rates  prevail¬ 
ing  at  the  time  of  the  subcontract  award. 

(d)  Modifications:  The  date  modifi¬ 
cations,  superseding  determinations,  or 
new  determinations  are  received  by  Hq 
USAF  will  be  the  date  used  in  the  field 
in  determining  whether  any  changes  in¬ 
corporated  therein  must  be  considered  in 
the  bidding  or  whether  the  rates  con¬ 
tained  in  the  original  determination  may 
still  be  used.  Accordingly,  all  deter¬ 
minations  are  time -date  stamped  to  indi¬ 
cate  the  date  received  by  Hq  USAF.  If 
the  date  stamped  is  5  days  or  more  prior 
to  the  bid  opening,  such  changes  must 
be  incorporated  in  the  contract.  If  such 
changes  include  downward  revisions  of 
any  of  the  applicable  wage  rates  or  if 
such  changes  include  upward  revisions  6f 
applicable  wage  rates  not  acceptable  to 
the  low  bidder  without  a  price  modifica¬ 
tion,  the  procurement  will  be  readver¬ 


tised.  If  there  are  no  changes  to 
applicable  wage  rates  or  if  there  are 
upward  revisions  which  the  low  bidder 
will  accept  without  a  price  revision,  the 
changed  wage  rates  may  be  included  by 
amendment  to  the  Invitation  for  Bids. 

(e)  Posting. 

(1)  The  contracting  officer  will  re¬ 
quire  the  contractor  to  display  the  Wage 
Rate  Information  Poster  (SOL-155), 
together  with  the  applicable  wage  deter¬ 
mination. 

(2)  The  contracting  officer  will  insure 
that  construction  contractors  will  be 
furnished  a  Wage  Rate  Information 
Poster  (Department  of  Labor  Poster  No. 
SOL-155)  promptly  upon  the  making  of  • 
the  award. 

(3)  The  contracting  officer  will  insure 
that  there  is  inserted  in  the  blank  box 
in  the  middle  of  the  poster,  in  a  promi¬ 
nent  manner,  the  name  and  address  of 
the  AF  office  responsible  for  the  admin¬ 
istration  of  the  contract,  where  workers 
may  file  any  complaints  they  may  have 
as  to  violations  of  applicable  labor  law 
standards. 

§  1012.404-3  Additional  classifica¬ 
tions.  If  a  classification  is  omitted  in 
the  determination,  or  the  need  for  an 
additional  classification  arises  prior  to 
contract  award,  an  emergency  request 
for  a  supplementary  determination 
should  be  sent  to  Hq  USAF.  If  the  need 
for  additional  classifications  arises  after 
award  t>f  the  contract,  the  contracting 
officer  may  authorize  the  contractor  to 
employ  such  classifications  on  the  work, 
provided  the  contractor  has  furnished  a 
signed  request  justifying  use  of  sucH 
classifications  and  the  wage  rates  pro¬ 
posed  to  be  paid.  If  the  request  is  ap¬ 
proved,  one  copy  will  be  returned  to  the 
contractor,  one  copy  will  be  made  a  part 
of  the  contract  records,  and  two  copies 
will  be  sent  immediately  to  Hq  USAF. 
If  disagreement  or  doubt  exists  as  to  the 
proper  classification  or  wage  rate,  the 
question  together  with  a  specification 
description  of  the  work  to  be  performed 
by  the  classification  and  the  recom¬ 
mendation  and  comments  of  the  con¬ 
tracting  officer,  will  be  referred  immedi¬ 
ately  to  Hq  USAF. 

§  1012.404-4  Apprentices.  Appren¬ 
tices  may  be  employed  on  the  work  only 
under  a  bona  fide  apprenticeship  pro¬ 
gram  registered  with  a  state  apprentice¬ 
ship  council  which  is  recognized  by  the 
Federal  Committee  on  Apprenticeship, 
Department  of  Labor,  or,  if  no  such  rec¬ 
ognized  council  exists  in  the  State,  the 
apprentices  must  be  registered  under  a 
program  with  the  Bureau  of  Apprentice¬ 
ship,  Department  of  Labor.  A  copy  of 
the  apprenticeship  registration  certifi¬ 
cate,  or  a  certification  by  the  contractor 
that  his  apprentices  are  properly  .regis¬ 
tered,  will  be  furnished  to  the  contract¬ 
ing  officer,  together  with  copies  of  the 
first  payrolls  upon  which  such  appren¬ 
tices  are  listed.  The  number  of  persons 
employed  in  the  classification  of  appren¬ 
tices  may  not  exceed  the  ratio  approved, 
by  the  council  or  bureau. 

§  1012.404-5  Subcontracts.  The 
prime  contractor  will  submit  to  the  con¬ 
tracting  officer  a  list  of  all  subcontracts 
and  subcontractors  to  be  engaged  on 
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work  at  the  site,  indicating  names  and 
addresses,  amount  of  subcontract,  and 
nature  of  work  involved.  This  iist  will 
be  kept  up  to  date  during  performance 
of  the  contract  and  will  include  all  sub¬ 
contractors,  not  merely  first  tier  sub¬ 
contractors. 

§  1012.404-6  Payrolls  and  affidavits — 

(a)  Submission.  The  prime  contractor 
will  submit  and  cause  all  his  subcontrac¬ 
tors  to  submit  through  him  to  the  con¬ 
tracting  officer,  copies  of  payrolls  show¬ 
ing  all  laborers  and  mechanics  engaged 
on  the  contract  at  the  site  of  the  work, 
including  names,  classifications,  hours 
worked  each  day,  total  hours  each  week, 
rate  of  pay,  total  wages,  deductions  from 
wages,  and  net  amount  of  wages,  each 
payroll  to  be  accompanied  by  a  sworn 
affidavit  in  the  form  prescribed  in 
§  16.803-1  (c)  of  this  title  attesting  to 
compliance  with  the  labor  standards 
provisions  of  the  contract.  The  receipt 
of  these  affidavits  is  a  condition  prece¬ 
dent  to  payment  under  the  contract. 
The  addresses  of  all  employees  listed  on 
the  payrolls  will  be  submitted  with  the 
payrolls  on  which  their  names  first  ap¬ 
pear.  A  listing  of  employees  or  copies 
of  hiring  slips  with  appropriate  data  will 
suffice  for  this  purpose. 

(b)  Payroll  deductions.  (1)  No  pay¬ 
roll  deductions  are  authorized  except  as 
follows: 

(1)  Where  required  by  Federal,  State, 
or  local  statute  or  ordinance  to  be  made 
by  the  employer  from  the  wages  earned 
by  the  employee. 

(ii)  Bona  fide  prepayment  of  wages 
without  discount  or  interest. 

(iii)  Deductions  required  by  court 
process,  provided  that  the  contractor  or 
subcontractor  will  not  be  permitted  to 
make  such  a  deduction  in  favor  of  the 
contractor,  subcontractor,  or  any  affili¬ 
ated  person,  or  where  collusion  or  collab¬ 
oration  exists. 

(iv)  As  permitted  by  subparagraphs 

(2),  (3),  and  (4)  of  this  paragraph. 

(2)  Deductions  which  meet  the  stand¬ 
ards  set  forth  in  this  subparagraph  are 
permissible  provided  the  contractor  or 
subcontractor  has  made  written  appli¬ 
cation  by  registered  mail  to  the  Secre¬ 
tary  of  Labor  (copies  must  be  furnished 
the  contracting  officer)  indicating  that: 

(i)  The  deduction  is  not  prohibited  by 
law. 

(ii>  That  the  employee  has  consented 
voluntarily  to  the  deduction  in  writing, 
prior  to  the  payroll  period,  and  the  con¬ 
sent  is  neither  a  condition  for  obtaining 
1  employment  nor  for  continuation  of  em¬ 
ployment  or  that  the  deduction  is  pro¬ 
vided  for  in  a  bona  fide  collective  bar¬ 
gaining  agreement  and  is  for  the 
benefit  of  the  employee  or  the  labor  or¬ 
ganization  which  represents  the  em¬ 
ployee. 

(iii)  That  no  profit,  benefit,  or  pay¬ 
ment  is  obtained  directly  or  indirectly 
by  the  contractor,  subcontractor,  or  any 
affiliated  person  from  the  deduction  and 
that  no  portion  of  the  funds,  whether  in 
the  form  of  a  commission  or  otherwise 
will  be  returned  to  the  contractor,  sub¬ 
contractor,  or  any  affiliated  person. 

( iv)  That  the  deduction  is  for  the  con¬ 
venience  and  in  the  interests  of  the  em¬ 


ployee  and  that  the  deductions  are  cus-  exercise  of  good  faith  should  have 
tomary  in  this  or  comparable  situations,  known,  did  not  meet  the  foregoing 

Subject  to  the  foregoing  standards  and  ^uLabor 


application  to  the'Secretary  of  Labor  by 
the  contractor  or  subcontractor  in  good 
faith,  deductions  may  be  made.  How¬ 
ever,  if  the  Secretary  of  Labor  decides  on 
his  own  motion  or  on  the  motion  of  an 
affected  person  or  agency  that  the  de¬ 
duction  does  not  meet  the  standards  set 
forth  in  this  subparagraph,  he  will  give 
written  notice  to  the  contractor  or  sub¬ 
contractor  and  request  additional  sup¬ 
porting  evidence  for  the  deduction.  If 


notify  the  contractor  or  subcontractor 
that  a  deduction  will  be  permitted 
only  if  certain  conditions  with  respect 
thereto  are  observed.  The  contractors 
subcontractor  or  any  affiliated  persons 
will  comply  with  such  general  rules  and 
regulations  concerning  the  deductions 
as  the  Secretary  of  Labor  will  make  from 
time  to  time,  notice  of  which  will  have 
been  given  to  the  contractor  or  subcon. 
tractor  or  any  affiliated  person  making 


on 
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the  deduction  still  does  not  meet  the 
standards  set  forth  in  this  subparagraph, 
the  deduction  will  cease  to  be  permissible 
7  days  after  the  contractor  or  subcon¬ 
tractor  and  the  Air  Force  have  been 
notified  of  the  Secretary’s  decision. 

(3)  Upon  application  to  and  receipt 
of  written  pel-mission  from  the  Secre¬ 
tary  of  Labor,  and  subject  to  the  stand¬ 
ards  set  forth  in  subparagraphs  (2)  (i), 

(ii)  and  (iv)  of  this  paragraph,  deduc¬ 
tions  may  be  made  by  a  contractor  or 
subcontractor  or  any  affiliated  person  for 
membership  fees  in  group  benefit  or  re¬ 
tirement  associations,  for  board  and 
lodging,  or  for  other  purposes  where  the 
Secretary  of  Labor  concludes  the  deduc¬ 
tion  is  required  by  compelling  circum¬ 
stances:  provided,  however,  that  the 
contractor,  subcontractor,  or  any  affili¬ 
ated  person  does  not  make  a  profit  or 
benefit  directly  or  indirectly  from  the 
deduction.  A  copy  of  the  Secretary’s 
decision  will  be  sent  to  the  applicant 
and  the  Air  Force. 

(4)  According  to  and  subject  to  the 
standards  set  forth  in  subparagraph  (2) 
of  this  paragraph,  general  permission  is 
hereby  granted  to  make  payroll  deduc¬ 
tions  for: 

( i )  The  payment  of  the  purchase  price 
of  United  States  Defense  Stamps  and 
Bonds  and  United  States  Tax  Savings 
Notes. 

(ii)  The  repayment  of  loans  to  or  the 
purchase  of  shares  in  credit  unions  or¬ 
ganized  and  operated  according  to  Dis¬ 
trict  of  Columbia,  Federal,  or  State 
credit  union  statutes. 

(iii)  Contributions  to  a  Federal  Gov¬ 
ernment  or  quasi-governmental  agency. 

(iv)  The  payment  of  dues  or  pre¬ 
miums  to  unaffiliated  insurance  com¬ 
panies  or  associations  for  medical  or 
hospitalization  insurance  where  the  em¬ 
ployer  is  not  required  by  Federal,  State, 
or  local  laws  to  supply  such  insurance  or 
benefits. 

(v)  Contribution  to  bona  fide  charities 
such  as  the  Red  Cross  and  Community 
Chest. 

(vi)  Regular  union  initiation  fees  and 
membership  dues  where  a  collective  bar¬ 
gaining  agreement  provides  for  such  de¬ 
ductions.  This  does  not  include  work 
permits  or  special  assignments. 

(5)  When  the  employee  does  not  have 
full  and  actual  freedom  of  disposition 
of  his  wage  payment,  whether  made  in 
cash  or  by  check,  any  restricted  payment 
made  to  the  employee  is  considered  a 
deduction  under  this  subpart. 

(6)  Nothing  herein  will  be  construed 
to  permit  any  deduction  which  the  con¬ 
tractor  or  subcontractor  knew,  or  in 


directly  or  through  publication  in  the 
Federal  Register. 

(c)  Preservation  of  records.  The  con- 
tractor  and  subcontractors  will  maintain 
neat  and  legible  payroll  records  available 
for  inspection  by  the  Air  Force  or  the 
Department  of  Labor  during  the  per- 
formance  of  the  contract  and  for  a 
period  of  3  years  from  date  of  completion 
of  the  contract.  The  contracting  officer 
administering  the  contract  will  maintain 
the  payrolls  and  affidavits  as  part  of  the 
contract  file. 


§  1012.404-7  Investigations.  The  con- 
tracting  officer  administering  the  con¬ 
tract  is  responsible  for  accomplishment 
of  investigations. 


§  1012.404-9  Suspensions  and  deduc¬ 
tions  of  contract  payments,  (a)  As  to 
any  alleged  failure  or  refusal  to  pay 
wages  due  workers  under  the  labor 
standards  provisions  of  this  Part,  the 
contracting  officer  will  inform  the  con¬ 
tractor  of  such  allegation  and,  upon 
mutual  agreement  that  the  allegations 
are  correct,  request  that  the  contractor 
provide  for  restitution  according  to 
§  1012.404-10.  If  restitution  is  not  made, 
and  violation  of  the  Davis-Bacon  Act 
is  alleged,  action  will  be  taken  to  with- 
hold  moneys  sufficient  to  cover  the 
alleged  unpaid  wages. 

(b)  If  it  is  finally  determined  that 
restitution  is  due  any  worker  because  of 
violation  of  the  Davis-Bacon  Act  and  the 
contractor  refuses  to  make  restitution, 

/  the  worker  may  be  advised  that  he  may 
apply  to  the  General  Accounting  Office 
for  payment. 

(c)  As  to  alleged  violations  involving 
liability  for  penalties  under  the  Eight- 
Hour  Law,  the  contracting  officer  should 
withhold  from  payments  due  the  con¬ 
tractor  a  sum  sufficient  to  cover  the  esti¬ 
mated  penalties  possibly  due  the  United 
States.  Such  an  amount  should  con¬ 
tinue  to  be  withheld  until  action  as  set 
forth  in  paragraph  (d)  of  this  section  is 
taken,  or  the  contractor  voluntarily  pays 
the  full  amount  of  the  penalties  allegedly 
due,  or  the  contracting  officer  is  informed 
through  channels  that  the  Department 
of  Labor  has  waived  imposition  of  the 
penalties. 

(d)  When  investigation  discloses  that 
penalties  are  due  the  United  States,  the 
contracting  officer  will  forward  to  the 
disbursing  officer  who  normally  makes 
disbursement  to  the  contractor,  » 
voucher  indicating  the  amount  due  the 
contractor,  the  amount  to  be  paid  to  the 
United  States  as  penalties,  and  sufficient 
information  to  explain  the  withholding. 
The  voucher  should  be  separate  from 
that  used  to  withhold  any  restitution 
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that  may  due  the  contractor’s  em- 
nloyees.  The  contracting  officer  should 
retain  complete  information  concerning 
the  penalties,  including  justification, 
therefor  and  method  of  calculation,  to 
be  furnished  the  disbursing  officer  if 

requested. 

(e)  In  appropriate  cases  where  an 
employer  acting  in  good  faith  has  inad¬ 
vertently  failed  to  pay  the  daily  over¬ 
time  compensation  required  by  the 
Eight-Hour  Law  <40  U.  S.  C.  324-326) 
and  subsequently  makes  delayed  pay- 
j  ment  0f  the  extra  amount  due  his  em¬ 
ployees,  although  the  employer  is  in 
technical  violation  of  the  Eight-Hour 
Law  and  subject  to  the  5-dollar  per  day 
penalty  for  each  violation,  a  recom¬ 
mendation  for  nonimposition  of  penal¬ 
ties  may  be  made. 

§  1012.404-10  Restitution,  (a)  As  to 
labor  standards  violations  determined 
to  have  involved  underpayment  of 
wages,  the  contracting  officer  may  order 
restitution  to  be  made,  unless  it  appears 
that  the  violation  is  willful  or  aggravated. 
Computation  of  proper  restitution  may 
be  made  by  the  contractor  and  checked 
by  the  contracting  officer.  'Upon  com¬ 
pletion  of  computations,  a  summary 
sheet  listing  names,  addresses,  and  the 
unpaid  amounts  payable  to  the  em¬ 
ployees -involved  should  be  prepared  by 
the  contractor,  a  copy  of  which  will  be 
furnished  to  the  contracting  officer. 
The  contracting  officer  will  advise  the 
contractor  of  the  procedure  which  will 
satisfy  him  conclusively  that  proper 
restitution  has  been  made,  such  as  the 
witnessing  of  cash  payments,  the  fur¬ 
nishing  of  canceled  checks,  or  u  certified 
copy  of  a  supplemental  payroll.  When 
a  case  develops  where  it  is  indicated  that 
the  contractor  or  subcontractor  is  in 
aggravated  or  willful  violation  of  the 
labor  standards  provisions  or  that  crim¬ 
inal  action  might  be  undertaken  because 
of  willful  violation  of  a  criminal  statute, 
no  attempt  should  be  made  to  effect 
restitution. 

(b)  'When  a  contractor  wishes  to 
make  voluntary  restitution  but  the 
workers  involved  cannot  be  located,  the 
contracting  officer  will  collect  such  resti¬ 
tution  and  send  it  to  the  disbursing  offi¬ 
cer  for  forwarding  to  the  General 
Accounting  Office,  accompanied  by  a  list 
of  such  workers,  their  last  known  ad¬ 
dresses,  and  the  amount  due  each.  Un¬ 
less  this  procedure  has  been  followed, 
voluntary  restitution  cannot  be  con¬ 
sidered  completed  as  to  workers  who 
cannot  be  located. 

SUBPART  F — WALSH-HEALEY  PUBLIC 
CONTRACTS  ACT 

§  1012.602  Applicability — (a)  Deter¬ 
mination  of  applicability.  The  contract¬ 
ing  officer  is  responsible  for  making  the 
determination  as  to  the  applicability  of 
;  ,  the  Walsh-Healey  Act  (49  Stat.  2036; 
i  41  U.  S.  C.  35-45)  to  a  contemplated 
i  procurement. 

5  lb)  Exceptions.  Section  6  of  the  Act 
I  (49  Stat.  2038;  41  U.  S.  C.  40)  permits 

6  the  Secretary  of  Labor  to  make  excep- 
e  tions  to  the  requirement  that  the  repre- 
i  sentations  and  stipulations  of  section  1 
!-  of  the  Act  be  included  in  department 
d  Proposals  or  contracts  which  are  subject 
Q  to  the  Act  in  individual  cases. 


(1)  All  requests  of  present  or  prospec¬ 
tive  contractors  for  exceptions  under 
section  6  of  the  Act  will  be  addressed  to 
the  Commander,  AMC.  Such  requests 
will  be  in  writing,  will  be  transmitted 
through  the  appropriate  contracting  offi¬ 
cer,  and  will  set  forth  all  pertinent  in¬ 
formation,  including  the  nature  of  the 
requested  exception,  the  need  therefor, 
and  any  action  already  taken  by  the  con¬ 
tractor  to  avoid  the  necessity  for  the 
exception. 

(2)  If  the  Commander,  AMC,  concurs 
in  the  recommendation  of  the  contract¬ 
ing  officer,  after  review  of  the  request 
and  consideration  as  to  whether  the  need 
for  an  exception  can  be  avoided  by  using  . 
alternative  facilities,  he  will  send  the 
request  to  Hq  USAF,  together  with; 

(i)  A  statement  of  all  pertinent  data. 

(ii)  His  recommendation. 

(iii)  A  letter  stating  the  need  for  the 
exception,  addressed  to  the  Secretary  of 
Labor  and  prepared  for  the  signature  of 
the  Secretary  of  the  Air  Force. 

(iv)  Findings  of  fact  as  required  by 
section  6  of  the  Act,  prepared  for  the 
signature  of  the  Secretary  of  the  Air 
Force. 

§  1.012.603  Responsibilities  of  con¬ 
tracting  officers.  The  following  para¬ 
graphs  implement  the  corresponding 
paragraphs  of  §  12.603  of  this  title.  The 
contracting  officer  is  responsible  for  the 
following : 

(a)  Advising  prospective  contractors 
of  possible  applicable  minimum  wage 
determinations,  by  giving  written  or 
verbal  information  about  such  determi¬ 
nations  in  advance  of  or  coincident  with 
the  negotiation  of  nonadvertised  pro¬ 
curements,  and  by  including  the  follow¬ 
ing  provision  in  invitations  for  bids  in 
the  case  of  formally  advertised  procure¬ 
ments: 

Labor  Information 

Attention  is  invited  to  the  possibility  that 
wage  determinations  may  have  been  made 
under  the  Walsh-Healey  Public  Contracts 
Act  providing  minimum  wages  for  em¬ 
ployees  engaged  in  the  manufacture  for  sale 
to  the  Government  of  the  supplies  covered 
by  this  Invitation  for  Bids.  Information  in 
this  connection,  as  well  as  general  informa¬ 
tion  as  to  the  requirements  of  the  Act  con¬ 
cerning  overtime  payment,  child  labor, 
safety  and  health  provisions,  etc.,  may  be 
obtained  from  the  Wage  and  Hour  and  Pub¬ 
lic  Contracts  Division,  Department  of  Labor, 
Washington  25,  D.  C.  Requests  for  infor¬ 
mation  should  state  the  Invitation  number, 
the  issuing  agency  and  the  supplies  covered. 

The  contracting  officer  is  responsible  for 
being  generally  cognizant  of  the  mini¬ 
mum  wage  determinations  of  the  Secre¬ 
tary  of  Labor  currently  in  effect.  In¬ 
formation  regarding  minimum  wage  de¬ 
terminations  may  be  secured  from  the 
Regional  Directors  of  the  Wage  and 
Hour  and  Public  Contracts  Division, 
U.  S.  Department  of  Labor. 

(b)  Insuring  that  contractors  who 
are  awarded  contracts  subject  to  the 
Walsh-Healey  Public  Contracts  Act  are 
furnished  posters  PC-13  (revised  April 
1955),  entitled  “Government  Contract 
Notice  to  Employees.” 

SUBPART  H — NONDISCRIMINATION  IN 
EMPLOYMENT 

§  1012.804  Special  requirements  or 
emergencies.  When,  in  negotiated  pro¬ 


) 


curement,  an  offeror  who  would  other¬ 
wise  be  qualified  for  award  refuses  to 
accept  the  clause  or  requests  a  modifi¬ 
cation  thereof,  and  an  award  omitting 
the  clause  or  granting  such  modifica¬ 
tion  is  considered  necessary  or  clearly 
in  the  best  interests  of  the  Government, 
a  request  for  such  deviation  will  be  for¬ 
warded  to  Hq  USAF; 

§  1012.806-4  Complaints.  Complaints 
received  by  the  Air  Force  alleging  non- 
compliance  with  the  provisions  of  the 
nondiscrimination  clause  will  be  re¬ 
viewed  by  the  initial  receiving  office  to 
determine  that  they  contain  the  identi¬ 
fying  information  called  for  by  §  12.806- 
4  of  this  title.  Complaints  not  received 
within  1  year  from  the  date  of  the  inci¬ 
dent  will  not  be  proCessed.- 

§  1012.806-7  Reporting  channels,  (a) 
Reports  of  investigations  containing  the 
information  indicated  in  §  12.806-6  (a) 
of  this  title  will  be  submitted  in  quad¬ 
ruplicate  to  Hq  USAF  through  Hq  AMC. 
The  latter  will  prepare  a  summary  re¬ 
port  to  accompany  the  investigation 
findings. 

§  1012.806-50  Contact  with  the  Presi¬ 
dent’s  Committee.  There  will  be  no 
contacts  by  AF  personnel  with  the 
President’s  Committee  on  Government 
Contracts  or  its  staff  except  after  coor¬ 
dination  with  Hq  USAF. 

Part  *1013 — Government  Property 
Subpart  A — General 

Sec. 

1013.101  Definitions. 

1013.101- 50  Bailment. 

1013.101- 51  Bailment  agreement. 

1013.101- 52  Charter  carrier. 

1013.101- 53  Civil  aircraft. 

1013.101- 54  Contract  carrier. 

1013.101- 55  Expendable  property. 

1013.101- 56  Government-furnished^  aircraft 
equipment  (GFAE). 

1013.101- 57  Master  bailment  agreement. 

1013.101- 58  Facilities  expansion  project. 

1013.101- 59  Facilities  lease. 

1013.101- 64  Real  property. 

1013.101- 65  AF  representative. 

1013.106-66  Special  nuclear  material. 

1013.102  General  policy. 

1013.102- 3  Facilities. 

1013.102- 50  Bailments. 

1013.102- 51  Emergency  assistance  to  civil 
aircraft  and  military  contract  carriers. 

Subpart  B — Material  . 

1013.200  Scope  of  subpart. 

Subpart  D — Industrial  Facilities 

1013.401  Award  of  procurement  contracts. 

1013.402  Separate  facilities  contract. 

1013.403  Single  facilities  contract. 

1013.406  Nonseverable  industrial  facilities. 

1013.406- 1  Nondisposable  nonseverable  fa¬ 
cilities.  * 

1013.406- 2  Abandonment  of  facilities  and 
restoration  of  premises. 

1013.407  Right  of  contractor  to  use. 

1013.413  Termination  of  facilities  contracts. 

Subpart  E— Contract  Clauses 

1013.504  Special  tooling  clause  for  fixed- 
price  contracts. 

1013.550  Bailment  clauses. 

1013.552  Property  records  clause. 

1013.553  Special  nuclear  material. 

Subpart  F — Use  of  Government-Owned  Indus¬ 
trial  Facilities  on  Work  Other  Than  for  a 
Military  Department 

1013.601  Rental. 

1013.601-50  Procedure. 


RULES  AND  REGULATIONS 


1470 

/ 

Subpart  T— Bailment  • 

Sec. 

1013.2001  Bailment  of  Government  prop¬ 
erty  to  contractors. 

1013.2002  Bailment  by  AF  bases  of  aircraft 
engines  or  major  components  to  civil 

'  aircraft  or  military  contract  carriers. 

1013.2002—  Bailment  agreement  to  be 
used  for  the  bailment  of  aircraft  en¬ 
gine  (s)  for  use  on  U.  S.  registered  civil 
aircraft  grounded  at  an  AF  base. 

1013.2002- 2  Bailment  agreement  to  be  uti¬ 
lized  for  the  bailment  of  aircraft  en¬ 
gine  (s)  and/or  components  for  use  of 
civil  air  carriers  at  a  U.  S.  Air  Force  base. 

1013.2003  Interagency  transfers  of  property 
for  bailment. 

Subpart  X — Facility  Expansion  Procedure 

1013.2401  General. 

1013.2402  Procedure’. 

1013.2403  Contractor's  formal  application 
for  facilities. 

1013.2403- 1  Preliminary  facilities  applica¬ 
tion. 

1013.2403- 2  Contractor’s  formal  application 
of  facilities. 

1013.2404  Appendix  A,  industrial  facilities. 

1013.2405  Industrial  facilities  program. 

1013.2406  Allowability  of  items  under  fa¬ 
cilities  contracts  and  procurement  con¬ 
tracts. 

1013.2406-1  List  of  items  allowable  under 
facilities  and  supplies  contracts. 

Subpart  Y — Industrial  Real  Property — 
Construction  and  Rehabilitation 

1013.2502  General  provisions. 

Si/bpart  Z — Industrial  Real  Estate — 
Acquisition  and  Disposal 

1013.2603  Acquisition.  ' 

Subpart  BB — Factual  Appendices 

1013.2801  Authority. 

1013.2802  General. 

1013.2802- 1  Factual  appendix  .“A” — sum¬ 
mary  of  expenditures. 

1013.2802- 2  Factual  appendix  “A” — pur¬ 
chase  facilities. 

1013.2802- 3  Factual  appendix  “A” — Govern¬ 
ment  furnished  property. 

Subpart  CC — Limited  Power  of  Attorney  for 
Procurement  From  General  Services  Adminis¬ 
tration  or  Federal  Supply  Schedule  Contractors 
by  Facilities  Contractors 

1013.2903  Procedure.  ' 

1013.2903-1  Form  of  limited  power  of  at¬ 
torney. 

Subpart  DD — Leasing  of  Machinery  and 
Industrial  Equipment 

1013.3001  General. 

1013.3003  Processing  of  requests  for  leases. 

1013.3003- 3  Determining  proposed  lessee’s 
eligibility. 

1013.3004  Issuance  of  leases. 

1013.3004- 3  Signature  of  leases. 

1013.3004- 4  Lessee’s  refusal  to  sign. 

1013.3005  Administration  of  leases. 

1013.3005- 2  Government  and  AF  priorities. 

1013.3005- 3  Insurance. 

1013.3005- 4  Maintenance. 

1013.3005- 5  Rent. 

1013.3005- 6  Transfer  or  return  shipment  of 
property.  / 

1013.3005- 7  Disposition  of  skids,  crates,  and 
other  packing  materials. 

1013.3006  Amending  or  terminating  leases. 

1013.3006- 1  Adding  items  to  existing  leases. 

1013.3006- 2  Removal  of  items  from  con¬ 
tracts;  terminations. 

1013.3006- 3  Other  amendments  to  existing 
leases. 

Subpart  EE — Purchase  of  Used  Machinery  or 
Production  Equipment 

1013.3101  General. 

1013.3102  Procedures  and  responsibilities. 


Subpart  GG-— Providing  Vehicles  to  Air  Force 
Contractors 

1013.3301  Policy. 

1013.3302  Definition. 

1013.3305  Lease-rental. 

1013.3309  Restrictions  and  license. 

1013.3310  Maintenance. 

1013.3311  Modification  and  cannibalization. 

1013.3312  Operation  and  personnel.  » 

Subpart  HH — Acquisition  of  Excess  Nonstocklisted 
Facilities 

1013.3402  General  conditions. 

Authority;  §§  1013.101  to  1013.3402  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — GENERAL 

§  1013.101  Definitions,  (a)  through 

(e).  See  §  13.101  (a) -(e)  of  this  title. 

(f )  “Industrial  facility”  is  further  de¬ 
fined  for  contracting  and  costing  pur¬ 
poses  as  including  all  property  acquired 
for  the  performance  of  a  contract,  and 
not  incorporated  in  the  contract  end 
items,  of  a  type  which  would  normally 
be  capitalized  for  contractor’s  Federal 
income  tax  purposes  if  the  contractor 
retained  title  thereto.  For  this  purppse 
the  term  “property”  includes  improve¬ 
ments  and  attachments  and  any  other 
items  the  cost  of  which  would  be  so 
capitalized. 

(g)  through  (o)„  See  §  13.101  <g)- 
(o)  of  this  title. 

(p)  “Facilities  contract”  means  a  con¬ 
tract  between  the  Government  and  the 
contractor  providing  to  the  contractor 
existing  Government  facilities  and/or 
funds  for  the  acquisition  of  facilities  for 
the  production  or  development  of  USAF 
material  and  services. 

§  1013.101-50  Bailment.  A  delivery 
of  Government  property  by  the  Air  Force 
to  a  contractor  for  a  specific  purpose 
directly  related  to  a  prime  AF  contract, 
tne  property  to  be  returned,  or  duly 
accounted  for,  to  the  Air  Force  when  the 
special  purpose  is  accomplished.  Bail¬ 
ment  does  not  include  sale,  donation, 
lease,  the  furnishing  of  property  to  a 
contractor  under  a  facilities  contract,  or 
the  furnishing  of  Government-fur¬ 
nished  property  for  consumption  or  for 
incorporation  in  such  a  manner  as  to 
lose  its  identity  into  an  end  product 
delivered  to  the  Government. 

§  1013.101-51  Bailment  agreement. 
A  bilateral  contractual  instrument 
which  accomplishes  the  actual  bailment 
of  Government  property,  and  contains 
all  information  concerning  the  indi¬ 
vidual  bailment,  including  an  adequate 
description  of  the  property;  purpose  of 
the  bailment*  use  to  be  made  of  the 
property;  authorization  for  modifica¬ 
tions  which  may  be  incorporated  in  the 
property;  the  place  where  the  property 
is  to  be  delivered  and  returned;  the 
period  of  bailment  and  any  special  pro¬ 
visions  deemed  necessary  by  the  Gov¬ 
ernment. 

§1013.101-52  Charter  carrier. 
(Single  or  multiple-trip  charter  car¬ 
rier.)  Civil  aircraft  operating  under 
contract  to  the  Air  Force  but  not  under 
operational  control  of  the  Air  Force. 


§  1013.101-53  Civil  aircraft.  Aim*n  1 
(domestic  or  foreign)  operated  by  ^ 
vate  individuals  or  corporations  of  an 
•  national  registry,  including  foreign  gov 
ernment-owned  commercial  aircraft  in 
other  than  military  or  governments] 
operations. 

§  1013.101-54  Contract  carrier,  cfrn 
aircraft,  the  operations  of  which 
controlled  under  terms  of  a  contract  ad¬ 
ministered  by  any  department  of  the 
United  States  Government. 

§1013.101-55  Expendable  property 
That  property  which  will  lose  its  identity 
or  be  consumed  in  the  course  of  its  use. 

§  1013.101-56  Government- furnished 

aircraft  equipment  (GFAE) .  Thatpor- 
tion  of  Government-furnished  property 
which,  under  the  terms  of  an  Air  Force 
airframe  contract,  is  procured  by  the 
Air  Force  and  furnished  direct  to  air* 
craft  equipment  or  missile  manufac. 
turers  for  inclusion  or  incorporation  in 
aircraft  or  missiles. 

*  §  1013.101-57  Master  bailment  agree¬ 
ment.  A  bilateral  contractual  instru¬ 
ment  which  sets  forth  the  basic  terms 
and  conditions  under  which  bailment  of 
Government  property  to  the  contractor 
'will  be  effected. 

§  1013.101-58  Facilities  expansion 
project.  All  the  activity  involved  in 
making  Government-owned  industrial 
facilities  available  to  an  AF  contractor 
and  in  supervising  their  use,  from  the 
time  it  is  determined  that  such  facilities 
are  required  until  the  time  the  contrac¬ 
tor  is  relieved  of  all  responsibility  with 
respect  to  them. 

§1013.101-59  Facilities  lease.  A  lease 
agreement  between  the  Government  and 
a  contractor  providing  existing  Govern¬ 
ment-owned  industrial  facilities  to  the 
contractor  for  the  production  or  de¬ 
velopment  of  AF  materiel  and  services. 

§  1013.101-64  Real  property.  Real 
property  includes  lands  and  interest 
therein,  leaseholds,  buildings,  improve¬ 
ments  and  appurtenances  thereto,  and 
also  includes  piers,  docks,  warehouse*, 
rights-of-way,  and  easements,  whether 
temporary  or  permanent,  and  improve¬ 
ments  permanently  attached  thereto.  It 
does  not  include  machinery,  equipment, 
or  tools  which  have  not  been  affixed  to,  or 
which  have  been  severed  or  removed 
from,  any  such  lands  or  buildings.  t 

§  1013.101-65  AF  representative.  The 
teim  “AF  representative,”  means  an  AF 
plant  representative  or  chief  of  an  air 
procurement  district  under  the  juris¬ 
diction  of  an  AM  A  commander;  or  the 
chief  of  a  procurement  office  in:  anAMC 
field  procurement  activity,  an  AF  foreip 
procurement  activity,  a  separate  AMC 
activity,  an  AF  local  purchase  activity, 
ARDC,  or  an  AMA  under  the  jurisdiction 
of  AMFPA  or  AMFEA. 

§  1013.101-66  Special  nuclear  m- 
terial.  “Special  nuclear  material”  is  ma¬ 
terial  such  as  plutonium  or  uranium  en¬ 
riched  in  the  isotope  235  or  the  isotope 
233,  or  any  other  material  which  the 
Atomic  Energy  Commission  has  deter¬ 
mined  to  be  capable  of  releasing  substan¬ 
tial  quantities  of  energy  through  nuclear 
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hain  reaction  of  the  material,  or  any 
fhpr  material  artificially  enriched  by 
of  the  foregoing. 

.  JQ13  102  General  policy.  AP  policy 
is  that  Government  property  will  be  fur¬ 
nished  to  contractors,  including  subcon¬ 
tractors,  only  when  specifically  provided 
forjn  the  terms  of  a  written  contract, 
bailment  agreement,  or  lease.  Any  de- 
Son  from  this  policy  will  be  granted 
Jnly  by  the  prior  written  approval  of  Hq 
USAF. 

8 1013.102—3  Facilities.  The  procur¬ 
ing  activity  will  determine,  when  con¬ 
sidering  this  factor,  whether  provision  of 
facilities  will  be  in  the  Government’s  best 
interests.  In  providing  industrial  facil¬ 
ities  to  contractors  for  production  of  AP 
materiel,  the  following  policies  will  be 
observed : 

(a)  Utilization  of  existing  facilities. 
Existing  industrial  facilities  will  be  used 
in  preference  to  Government -financed 
facilities  expansions. 

(b)  Capacity.  When  Government  fi¬ 
nanced  industrial  facilities  are  required 
they  will  be  provided :  only  to  the  extent 
necessary  to  meet  procurement  require¬ 
ments,  or  to  provide  limited  facilities  aug¬ 
mentation  for  selected  aircraft,  or  to 
provide  a  minimum  base  for  meeting  mo¬ 
bilization  requirements.  Normally  fa¬ 
cility  expansions  will  be  based  on  a  two 
shift,  5-day  work  week. 

(c)  Expansion  for  mobilization.  In¬ 
dustrial  expansion  to  meet  phased  mili¬ 
tary  requirements  for  mobilization  will  be 
supported  to  the  extent  necessary  to  meet 
that  portion  of  such  requirements  which 
is  not  covered  by  available  Government- 
owned  facilities  together  with  such 
privately  owned  facilities  as  are  expected 
to  be  made  available  for  military  produc¬ 
tion. 

(d)  Dispersal.  All  new  projects  un¬ 
dertaken  or  sponsored  will  comply  with 
such  dispersal  standards  as  may  be  is¬ 
sued  by  proper  Government  authority. 

(e)  Financing.  In  general,  the  De¬ 
partment  of  Defense  will  not  undertake 
financing  of  industrial  facility  expan¬ 
sions  unless  it  can  be  demonstrated  that 
it  is  necessary  for  the  Government  itself, 
to  perform  or  support  the  required  pro¬ 
duction  or  service. 

(f)  Test  facilities  at  privately  owned 
plants.  No  Government  financed  test 
facilities  will  be  constructed  at  a  private¬ 
ly  owned  plant  if  such  facilities  duplicate 
available  Government-owned  test  facili¬ 
ties.  Exceptions  to  the  above  include: 
when  it  can  be  established  that  existing 
Government-owned  facilities,  regardless 
of  service  control,  are  being  used  to  full 
capacity,  or  that  existing  Government- 
owned  facilities  are  inadequate  from  the 
standpoints  of  technical  characteristics, 
workload  capabilities,  or  excessive  dis¬ 
tance  from  the  development  or  produc- 

!  tion  source  of  the  weapon  or  equipment, 
and  it  would  be  impractical  to  locate  ad¬ 
ditional  capacity  at  another  Govern¬ 
ment-owned  facility. 

(g)  Cooperative  use  of  Government 
facilities.  The  heavy  cost  and  the  large 
land  areas  frequently  required  for  test 
and  development  facilities  make  it  im- 

i  Perative  that  maximum  utilization  be 
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made  of  each  facility  owned  by  the  Gov¬ 
ernment.  Therefore,  the  following  rules 
will  be  observed: 

(1)  Each  facility  will  be  acquired  in 
a  manner  and  under  circumstances  in 
which  the  Government’s  interest  is  com¬ 
plete  and  exclusive. 

(2)  Each  facility  will  be  operated  ac¬ 
cording  to  a  periodically  established 
test  program:  wherever  two  or  more 
military  departments  are  engaged  in 
programs  involving  a  particular  facility, 
the  test  program  will  be  arranged  by 
mutual  agreement  between  the  inter¬ 
ested  departments. 

(3)  Under  regulations  established  by 
the  Secretary  of  the  cognizant  military 
department,  the  technical  findings  re¬ 
sulting  from  operation  of  Government- 
owned  facilities  will  be  the  property  of 
the  Government  and  will  be  made  avail¬ 
able  for  such  dissemination  and  use  as 
may,  from  time  to  time,  be  found  to  be  in 
the  interest  of  the  Government. 

(h)  Prior  determinations  for  common 
use  type  facilities.  The  procuring  ac¬ 
tivity  will  make  the  following  determina¬ 
tion,  prior  to  submitting  requests  for 
authority  to  acquire  major  common-use 
type  facilities  such  as  airfields,  liquid 
oxygen  plants,  acceptance  test  stands, 
large  environmental  facilities,  nuclear 
test  facilities: 

(1)  The  suitability  of  other  like  Gov¬ 
ernment-owned  facilities  under  the  con¬ 
trol  of  the  Department  of  Defense, 
regardless  of  present  occupancy,  that  are 
located  within  a  reasonable  distance  of 
the  proposed  site,  and  the  possibility  of 
joint  usage; 

(.2)  The  location  of  the  proposed  fa¬ 
cility  is  the  most  suitable  for  the  im¬ 
mediate  requirement  and  the  estimated 
present  and  future  requirement  of  other 
contractors,  and/or  components  of  the 
Armed  Forces; 

(3)  Where  a  future  demand  appears 
probable  provisions  have  been  made  in 
the  facility  design  to  allow  for  suitable 
expansion  if  necessary. 

(4)  Dispersal  criteria  or  applicability, 
see  paragraph  (d)  of  this  section. 

(i)  Nonseverable  industrial  facilities. 
The  construction  or  installation  by  the 
Government  of  nonseverable  structures 
or  industrial  facilities  on  privately  owned 
land  is  discouraged. 

( j )  Rental.  Facilities  may  be  provided 
on  a  rent-free  basis  where  such  rent-free 
use  is  authorized  by  an  AF  supplies  or 
services  contract  and  where  the  con¬ 
tractor  is  not  placed  in  a  favored  com¬ 
petitive  position.  When  the  above  con¬ 
ditions  are  not  present,  rental  charges 
for  use  of  the  facilities  will  normally  be 
at  the  following  per  annum  rates  based 
on  acquisition  cost : 

(1)  5  percent  on  land  and  land 
^.improvements. 

(2) 8  percent  on  buildings,  building  in¬ 
stallations,  land  installations  (on  site), 
and  land  installations  (off  site) . 

(3)  6  percent  on  heavy  presses  and 
forging  equipment. 

(4)  12  percent  on  machine  tools,  pro¬ 
duction  equipment,  laboratory  and  test 
equipment,  miscellaneous  furniture  and 
equipment,  except  as  set  forth  in  sub- 
paragraph  (6)  of  this  paragraph. 


(5)  25  percent  on  portable  tools  and 
material  handling  and  automotive 
equipment. 

(6)  Machine  tools  and  metalworking 
equipment  of  those  types  contained  in 
Standard  Commodity  Classification  Ma¬ 
jor  Group  34,  Parts  I  and  IV  only,  made 
available  to  contractors,  will  be  provided 
at  the  same  rental  rates  if  the  negotia¬ 
tions  for  providing  the  property  com¬ 
menced  subsequent  to  January  31,  1955. 

(i)  Such  rental  will  be  charged  on  the 
basis  of  the  time  during  which  the  prop¬ 
erty  is  available  for  use  by  the  con¬ 
tractor,  rather  than  on  the  basis  of  the 
time  during  which  the  property  is  ac¬ 
tually  used.  The  acquisition  cost  to  be 
used  for  determining  the  rent  will  be 
the  base  price  of  the  machine  with 
standard  accessories  and  attachments 
(less  special  tools  and  accessories) 
charged  the  Government  when  the  ma¬ 
chine  was  purchased.  When  special  tools 
and  accessories  are  included  with  the 
machine,  the  acquisition  cost  will  be  in¬ 
creased  proportionately.  If  this  infor¬ 
mation  is  not  available  or  cannot  be  ac¬ 
curately  estimated  or  obtained  from  the 
manufacturer  of  the  machine,  request 
should  be  made  through  channels  to  Hq 
USAF. 

(ii)  The  rental  will  not  be  applicable 
and  the  rate  may.be  negotiated  in  the 
following  cases: 

(a)  In  the  case  of  leases  which  cover 
entire  Government-owned  plants  or  oth¬ 
erwise  involved  substantial  Government- 
owned  real  property  as  well  as  equipment. 

(b)  With  respect  to  Government- 
owned  machine  tools  and  metalworking 
equipment  which  a  procuring  activity,  in 
aid  of  the  Government’s  program  for 
maintaining  capacity  for  essential  mili¬ 
tary  production  needs  in  the  event  of 
mobilizatipn,  desires  to  make  or  keep 
available  at  any  plant  for  use  by  a  con¬ 
tractor,  provided  either  or  both  of  the 
following  conditions  prevail: 

(1)  The  items  of  machine  tools  and 
metalworking  equipment  are  such  that 
the  size,  complexity,  or /  performance 
characteristics  present  unusual  problems 
reflected  in  the  time  required  in  connec¬ 
tion  with  preparing  for  shipment,  ship¬ 
ping  from  storage  or  supply  point,  in¬ 
stalling,  and  making  ready  for  operation. 

(2)  The  items  of  machine  tools  and 
metalworking  equipment  are  contained 
in  a  complete  complement  of  production 
equipment  and  tools,  capable  of  produc¬ 
ing  military  end  items  or  components 
thereof,  provided  under  a  facilities  con¬ 
tract,  lease,  or  contract  for  operation  of 
a  Government-owned  plant  and  being 
used  for  current  production  or  being  ad¬ 
ministered  under  standby  provisions 
such  as  those  contemplated  by  §  13.4^4 
of  this  title. 

(iii)  In  cases  covered  by  subdivision 
(ii)  of  this  subparagraph,  the  private 
party  will  pay  a  fair  and  reasonable 
rental,  which  will  be  established  on  the 
basis  of  sound  commercial  practice,  in¬ 
cluding  any  prevailing  commercial  rates, 
and  will  be  such  to  prevent  the  private 
party  from  obtaining  an  unfair  competi¬ 
tive  advantage  by  reason  thereof.  How¬ 
ever,  when  in  cases  covered  by  subdivi¬ 
sion  (ii)  of  this  subparagraph,  property 
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is  leased  under  Public  Law  364,  (80th 
Congress)  (61  Stat.  774;  50  U.  S.  C. 
-6265-3)  or  Public  Law  130  (83rd  Con¬ 
gress),  as  extended  (67  Stat.  177;  50 
App.  Supp.  IV  1173) ,  the  rental  may  take 
into  consideration  obligations  assumed 
by  the  private  party  to  protect  and  main¬ 
tain  the  property  as  well  as  to  perform 
other  services  permitted  by  these  laws  to 
be  accepted  as  all  or  part  of  the  consid¬ 
eration  for  the  lease. 

(k)  Restricted  items.  The  following 
items  are  subject  to  special  restrictions, 
as  follows; 

(l)  Office  and  cafeteria  equipment. 
Allowable  items  of  .furniture,  office  equip¬ 
ment,  and  cafeteria  equipment  will  be 
provided  AF  prime  contractors  operating 
Government-owned  or  leased  AF  plants 
as  required,  and  may  be  provided  to  other 
contractors  operating  privately  owned  or 
scrambled  plants  (part  Government- 
owned)  only  in  that  quantity  which  is  in 
excess  of  the  contractor’s  normal  peace¬ 
time  requirements  resulting  from  his 
constructing,  leasing,  or  otherwise  ac¬ 
quiring  additional  productive  floor  space. 
Cafeteria  equipment  such  as  tableware, 
trays,  and  kitchen  utensils  are  consid¬ 
ered  expendable  and  will  not  be  provided 
under  facilities  contracts.  Capital  equip¬ 
ment  such  as  stoves,  dishwashers,  steam 
tables,  and  chairs  may  be  provided,  as 
above. 

(2)  Vehicles.  Provisioning  of  vehicles 
will  be  according  to  Subpart  GG  of  this 
part. 

(3)  Nonstandard  equipment.  Non¬ 
standard  equipment  such  as  dollies, 
racks,  trays,  platforms,  stools,  and 
special  tables  used  for  handling,  storing, 
and  transporting  materials  and  produc¬ 
tion  components  and  usually  scrapped 
at  the  end  of  supply  contracts  are  not 
considered  capital  facilities  and  are  not 
provided  under  facilities  contracts  or 
leases. 

(4)  Production  tooling.  Special  tool¬ 
ing  and  special  inspection  gages  will  not 
be  provided  under  facilities  contracts. 
Production  tooling  will  include  tooling 
equipment  and  inspection  gages  designed 
for  and  limited  to  use  in  production  of 
the  particular  production  contracted 
for.  Examples  are  templates,  jigs,  pat¬ 
terns,  fixtures,  and  punching,  forming 
and  drawing  dies  and  tools.  Such  costs 
must  be  absorbed  in  price  of  product,  if 
applicable,  negotiated  with  the  appro¬ 
priate  contracting  officer  or  the  subcon¬ 
tractor’s  prime  contractor. 

(5)  Standard  inspection  equipment. 
Standard  inspection  equipment  and 
hand  gages  will  not  be  provided  under 
facilities  contracts  when  items  or  sets 
are  usable  in  the  contractor’s  regular 
nonmilitary  commercial  manufacture. 

(6)  Personal  equipment.  Personal 
equipment  such  as  flight  clothing,  para¬ 
chutes,  life  vests,  uniforms,  shoes,  hel¬ 
mets,  goggles,  and  microphones  will  not 
be  provided  under  facilities  contracts. 

(7)  Property  $500  or  less.  Items  of 
property  with  a  unit  price  of  $500  or  less, 
or  with  a  normal  life  of  less  than  4  years 
on  a  2-shift,  5-day-week  basis,  will  not 
be  acquired  under  facilities  contracts. 
Capital  items  costing  $500  or  less  will  not 
be  acquired  under  supply  contracts. 
Examples  of  the  above  are;  portable 


power  and  hand  tools  and  standard  in¬ 
spection,  laboratory,  hospital,  office,  and 
cafeteria  equipment.  Deviations  to  this 
policy  will  be  considered  only  where  it  is 
clearly  demonstrated  that;  (i)  procure¬ 
ment  by  the  contractor  is  not  economi¬ 
cally  feasible  due  to  the  nature  of  the 
procurement,  or  (ii)  procurement  by  the 
Government  would  be  in  the  best  inter¬ 
ests  of  the  Government. 

(1)  Rearrangement  and  reconversion. 
Cost  of  rearrangement  or  relocations  of 
facilities  within  any  plant  will  not  be 
allowed  as  a  facilities  cost  but  will  be 
considered  as  a  preproduction  cost  or  as 
normal  overhead.  Cost  of  reconverting 
contractors’  facilities  to  peacetime  pro¬ 
duction  including  rehabilitation  of 
buildings  will  not  be  paid  for  under 
facilities  contracts. 

(m>  Diversion.  If  program  changes 
or  availability  of  equipment  in  AF  equip¬ 
ment  reserves  necessitates  diversion  of 
machinery  and  equipment  on  hand,  or 
on  order,  to  another  contractor,  work, 
up  to  the  point  of  actual  installation  by 
the  receiving  contractor,  will  be  accom¬ 
plished,  and  allowable  costs  therefor  will 
be  reimbursed,  under  the  terms  of  the 
losing  contractor’s  facilities  contract, 
and  existing  purchase  orders  thereunder, 
unless  authority  is  granted  to  supersede 
the  existing  purchase  order  by  one  issued 
by  the  requiring  contractor. 

(n)  Bailment.  Facilities  will  not  be 
furnished  under  bailment  contracts. 

(o)  Replacement  of  contractor  equip¬ 
ment.  No  Government-owned  machin¬ 
ery  or  equipment  will  be  used  to  replace 
any  privately  owned  machinery  or 
equipment  that  is  currently  used  on  de¬ 
fense  production  or  research  and  de¬ 
velopment  contract,  if  the  privately 
owned  machinery  or  equipment  is  in 
suitable  condition  to  perform  satisfac¬ 
torily  the  operations  allotted  it.  Such 
privately  owned  facilities  are  to  be  kept 
on  regularly  scheduled  production  or 
research  and  development  contracts. 

(p)  Government  bills  of  lading.  Fa¬ 
cilities  acquired  under  facilities  con¬ 
tracts  will  be  shipped  on  Government 
bills  of  lading  where  the  Government 
takes  title  at  the  point  of  origin  of  ship¬ 
ment.  Such  facilities,  to  which  the  Gov¬ 
ernment  has  taken  title,  will  not  be 
shipped  on  commercial  bills  of  lading 
collect,  or  otherwise  for  conversion,  un¬ 
less  specifically  authorized  by  the  trans¬ 
portation  officer-in-charge,  commercial 
traffic  office  air  procurement  district. 

(q)  Facilities  cognizance  and  respon¬ 
sibility.  In  plants  assigned  to  the  Air 
Force  for  procurement  responsibility,  the 
Air  Force  will  be  responsible  for  admin¬ 
istration,  accounting,  and  any  expansion 
of  production  facilities.  In  those  plants 
assigned  to  other  departments  which  re¬ 
quire  expansion  due  to  AF  production 
requirements,  the  Air  Force  will  make 
funds  available  to  the  other  department 
upon  request  for  the  AF  proportionate 
share  of  each  facility  contract  and  vice 
versa  in  AF  assigned  plants  expanded 
for  requirements  of  other  departments. 
In  plants  where  procurement  responsi¬ 
bility  and  mobilization  and  production 
planning  responsibilities  are  not  as¬ 
signed,  expansion  will  be  financed  and 
administered  under  a  facilities  contract 


or  lease  with  the  requiring  department 
unless  the  contractor  has  an  existitt 
facilities  contract  or  lease  with  another 
department,  in  which  case  the  facilities 
will  be  provided  and  administered  thei* 
under  by  the  other  department.  ^ 
department  will  provide,  administer,  and 
account  for  facilities  used  solely  in  con. 
nection  with  its  research,  development 
experimental,  and  overhaul  contract* 
which  it  issues  and  fully  administer*, 
Exceptions  to  the  above  will  be  made 
only  by  agreement  between  the  depart¬ 
ments  concerned. 

(r)  Who  may  issue  facilities  con- 
tracts.  Facilities  contracts  covering  AP 
industrial  facilities  expansions  within 
the  Continental  United  States  will  be 
issued  only  by  Hq  AMC. 

§  1013.102-50  Bailments.  Govern- 
ment  property  may  be  bailed  to  AF  con¬ 
tractors  for  some  specific  purpose  in 
connection  with  a  prime  AF  contract 
when  it  has  been  determined  that;  the 
bailment  is  necessary  in  the  interest  of 
national  defense,  it  will  not  adversely 
affect  the  competitive  aspect  of  procure¬ 
ment,  and  the  property  is  not  available 
to  the  contractor  in  the  open  market 
within  the  time  requirements  of  the  Air 
Force. 

Note:  Reference  (iii),  above,  it  is  recog. 
nized  that  some  exceptions  to  this  policy 
will  be  in  the  best  interests  of  the  Govern¬ 
ment,  particularly  in  the  case  of  contract* 
with  universities  because  contractors  of  this 
nature  do  not  have  items  of  material  nor¬ 
mally  considered  as  contractor  owned  and 
maintained  by  industrial  firms.  Accord- 
ingly,  exceptions  on  an  individual  case  bad* 
may  be  authorized  by  Hq  AMC,  or  Hq  ASDC, 
as  appropriate.  ^ 

(a)  Master  bailment  agreement*, 
bailment  agreements,  and  amendments 
thereto  will  be  used  to  accomplish  such 
bailments,  except  as  follows: 

(1)  ARDC  may  furnish  Government 
property,  except  aircraft  and  aircraft 
engines,  to  nonprofit  research  and 
development  organizations  under  the 
provisions  of  nonprofit  research  and  de¬ 
velopment  contracts. 

(2)  Off-shore  procurement  activities 
may  furnish  Government  property  to 
AF  contractors  under  the  provisions  of 
supplies  or  services  contracts. 

(b)  Bailment  of  Government  prop¬ 
erty  will  also  be  subject  to  the  following 
conditions: 

( 1 )  Bailment  agreements  will  not  be 
issued  unless  the  prime  contract  includes 
a  provision  therefor. 

(2)  Bailment  of  Government  property 
to  AF  contractors  will  be  kept  to  an  ab¬ 
solute  minimum,  consistent  with- the  best 
interest  of  the  Government. 

(3)  Government  property  may  only  be 
bailed  according  to  procedures  pre¬ 
scribed  herein,  and  will  not  be  issued  to 
a  contractor  by  hand  receipt  or  other 
informal  means. 

(4)  Government  property  will  not  be 
bailed  to  a  subcontractor  but  may  be  I 
bailed  to  the  prime  contractor  for  use 
by  its  subcontractor,  provided  the  re¬ 
sponsibility  of  the  prime  contractor  is 
not  lessened. 

(5)  Aircraft  will  be  bailed  under  ap¬ 
propriate  bailment  agreement.  Aircraft  I 
assigned  for  the  purposes  of  code  CW  j 
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«niv  will  not  be  bailed  but  will  be  fur- 
under  the  supply  or  services 

^g^Government  property  will  not  be 
hailed  for  the  purpose  of  being  incorpo¬ 
rated  in  the  end  article,  for  the  repair 
Sr  maintenance  of  bailed  aircraft  (ex- 
;:Dt  special  aircraft  and  engine  mainte¬ 
nance  tools  necessary  to  accomplish  the 
maintenance  to  be  performed  by  the 
contractor  under  the  terms  of  master 
bailment  agreement) ,  or  to  be  expended 
or  lose  its  identity  in  the  performance 
of  a  contract. 

(7)  Except  as  provided  for  aircraft  in 
subparagraph  (5)  of  this  paragraph. 
Government  property  will  not  be  bailed 
for  the  purpose  of  its  maintenance,  re¬ 
pair,  overhaul,  or  modification  regardless 
of  whether:  the  contractor  is  required 
to  perform  ground  and/or  flight  or  other 
functional  tests  to  prove  such  mainte¬ 
nance,  Tepair,  overhaul,  or  modification, 
and  such  property  is  currently  being 
produced  or  is  already  delivered  to  the 
Government.  This  does  not  prohibit  the 
furnishing  of  the  property  as  GPP  under 
the  prime  contract. 

(8)  Government  property  will  not  be 
bailed  for  the  purpose  of  installing  ad¬ 
ditional  equipment  in  such  property. 
This  does  not  prohibit  the  bailment  of 
property  for  the  purpose  of  testing  the 
equipment  already  installed,  or  equip¬ 
ment  to  be  installed  solely  for  research 
and  development  purposes. 

(9)  Facilities  as  defined  in  §  13.101-6 
of  this  title  will  not  be  bailed. 

(10)  Generally,  special  tooling,  as  de¬ 
fined  in  §  13.101-5  of  this  title,  will  not 
be  bailed. 

(c)  Contracting  officers  of  AMC  field 
procurement  activities  may  enter  into 
and  execute  bailment  agreements,  and 
amendments  thereto  for  the  loan  of  Gov¬ 
ernment  property,  except  complete  air¬ 
craft,  to  AF  contractors. 

$  1013.102-51  Emergency  assistance 
to  civil  aircraft  and  military  contract 
carriers.  Sections  5  (c)  and  (d),  Air 
Commerce  Act  of  1926,  approved  May  20, 
1926  (44  Stat.  571;  49  U.  S.  C.  175)  pro¬ 
vides  the  following  authority: 

Air  navigation  facilities  owned  or  operated 
by  the  United  States  shall  be  available  for 
public  use  under  such  conditions  and  to 
such  extent  as  the  head  of  the  department 
or  other  independent  establishment  having 
Jurisdiction  thereof  deems  advisable  and  may 
by  regulation  prescribe. 

The  head  of  any  Government  department 
or  other  independent  establishment  having 
Jurisdiction  over  any  airport  or  emergency 
landing  field  owned  or  operated  by  the 
United  8tates  may  provide  for  the  sale  to 
any  Aircraft  of  fuel,  oil,  equipment,  and  sup¬ 
plies,  and  the  furnishing  to  it  of  mechanical 
service,  temporary  shelter,  and  other  assist¬ 
ance  under  such  regulations  as  the  head  of 
the  department  or  establishment  may  pre¬ 
scribe,  but  only  if  such  action  is  by  reason 
of  an  emergency  necessary  to  the  continu¬ 
ance  of  such  aircraft  on  its  course  to  the 
nearest  airport  operated  by  private  enterprise. 

(a)  Commanders  of  AF  bases  may 
approve  the  bailment  of  aircraft  en¬ 
gine  (s)  to  the  owner  or  operator  of  a  civil 
aircraft,  if  the  owner  or  operator  exe¬ 
cutes  AF  Form  180,  “Hold  Harmless 
Agreement*"  and  a  bailment  agreement 
and: 
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(1)  The  aircraft  is  grounded  due  to 
loss  or  failure  of  an  aircraft  engine (s). 

(2)  A  replacement  engine  is  available. 
Military  requirements  must  not  be 
sacrificed. 

(b)  Commanders  of  AF  bases  ma:  ap¬ 
prove  bailment  of  aircraft  engine (s) 
and/or  major  components  to  the  owner 
or  operator  of  a  military  contract  carrier 
if  the  conditions  set  forth  in  §  1013.102- 
51  (a)  are  met,  and  subject  to  the  fol¬ 
lowing  exceptions: 

(1)  The  aircraft  must  be  operated  as 
a  military  contract  carrier. 

(2)  A  major  component  will  have  a 
value  in  excess  of  $300,  to  be  bailed,  and 
will  be: 

(i)  Available  at  the  AF  base. 

(ii)  Necessary  for  the  safe  return  of 
the  aircraft  to  its  nearest  operating  base. 

SUBPART  B — MATERIAL 

§  1013.200  Scope  of  subpart.  Special 
nuclear  material  furnished  as  Govern¬ 
ment  property  will  not  be  deemed  con¬ 
trolled  by  the  use  of  such  terms  as 
“standard  commercial  or  industrial 
practices”  in  the  contract.  Separate  and 
detailed  control  procedures  will  be  devel¬ 
oped  by  the  contractor  for  such  property 
and  will  be  consistent  with  the  require¬ 
ments  of  the  Air  Force  and  the  Atomic 
Energy  Commission  with  respect  to  con¬ 
trols  for  health,  safety,  security,  and 
accountability. 

SUBPART  D — INDUSTRIAL  FACILITIES 

§  1013.401  Award  of  procurement  con¬ 
tracts. — Procurement  contracts  requiring 
the  provision  of  additional  facilities  un¬ 
der  separate  facilities  contracts.  When 
,  a  procurement  contract,  supplement,  or 
change  is  negotiated  on  the  basis  that 
additional  facilities  will  be  provided  to 
the  contractor  under  a  separate  facilities 
contract  (either  directly  by  the  Govern¬ 
ment  or  by  contractor  acquisition  at  Gov¬ 
ernment  expense),  the  following  clause 
will  be  inserted  into  the  procurement 
contract:  1 

It  Is  recognized  that  the  contractor  has  re¬ 
quested  the  Government  to  provide  the  con¬ 
tractor  with  industrial  facilities  more  fully 
described  below,  at  an  estimated  cost  of 
$ - -  for  the  performance  of  this  con¬ 

tract.  If  such  facilities  are  provided  they 
may  be  used  for  the  performance  of  this  con¬ 
tract  on  a  no-charge  basis.  It  is  agreed  that, 
if  such  facilities  are  not  provided  in  a  timely 
manner,  an  equitable  adjustment  may  be 
made  in  the  terms  and  conditions  of  this 
contract. 

§  1013.402  Separate  facilities  con¬ 
tract.  Where  industrial  facilities  are  to 
be  provided  a  contractor  under  the  cir¬ 
cumstances  set  forth  in  §  13.402  (a)  of 
this  title,  the  supply,  service,  or  research 
and  development  contract  (procure¬ 
ment)  will  provide  as  follows: 

(a)  Facilities  in  cost-type  procure¬ 
ment  contracts.  (1)  Where  existing 
facilities  are  to  be  furnished  under  the 
terms  of  a  cost-type  procurement  con¬ 
tract,  no  separate  clauses  covering  such 
facilities  are  required.  The  items  of 
facilities  will  be  listed  and  specified  in 
the  schedule  as  Government-furnished 
property. 

(2)  Where  the  acquisition  or  fabrica¬ 
tion  of  facilities  is  authorized  in  a  cost- 
type  contract,  the  following  Clause  will 


be  set  forth  in  the  schedule.  The  facili¬ 
ties  authorized  will  be  listed  following 
the  clause,  and  the  maximum  cost  of 
each  set  forth. 

Facilities  Acquired  or  Fabricated 

Subject  to  the  approval  of  the  Contracting 
Officer,  the  Contractor  may  acquire  or  fabri¬ 
cate  the  facilities  hereafter  listed  at  costs 
not  to  exceed  those  specified.  Costs  in¬ 
curred  therefor,  If  not  In  excess  of  those 
specified  In  the  following  list_  will  be  allow¬ 
able  costs,  but  no  fee  will  be  paid  thereon. 
The  facilities  so  acquired  or  fabricated  shall 
be  considered  Government  property  and 
subject  to  the  provisions  of  the  Government 
property  clause  of  this  contract. 

(b)  Facilities  in  fixed-price  procure-  * 
ment  contracts.  (1)  Where  existing 
facilities  are  to  be  furnished  under  the 
terms  of  a  fixed-price  contract,  no  sepa¬ 
rate  clauses  covering  such  facilities  are 
required.  The  items  of  facilities  will  be 
listed  in  the  schedule  as  Government- 
furnished  property. 

(2)  Where  the  acquisition  or  fabrica¬ 
tion  of  facilities  is  authorized  in  a  fixed- 
price  contract: 

(i)  The  general  provisions  of  the  con¬ 
tract  will  be  designated  “Section  I,”  and 
the  following  clause  will  be  set  forth  in 
the  schedule.  The  facilities  authorized 
will  be  listed  following  the  clause  and  the 
maximum  cost  of  each  set  forth. 

Facilities  Acquired  or  Fabricated 

Subject  to  the  approval  of  the  Contracting 
Officer,  the  Contractor  may  acquire  or  fabri¬ 
cate  the  facilities  hereafter  listed  at  costs 
not  to  exceed  the  costs  specified  in  that  list. 
The  Contractor  shall  be  reimbursed  for  costs 
incurred  therefor  in  accordance  with  the 
General  Provision  hereof  entitled  “Reim¬ 
bursement.”  Such  faculties  and  the  acquisi¬ 
tion  or  fabrication  thereof  shall  be  subject  to 
the  provisions  of  both  Section  I  and  Section 
II  of  General  Provisions  of  this  contract.  In 
the  event  of  any  inconsistency  between  Sec¬ 
tion  I  and  Section  II,  the  provision  of  Section 
II  wUl  be  controlUng  with  respect  to  facilities. 
Upon  acquisition  or  fabrication  the  facilities 
shall  be  considered  Government-furnished 
property  and  subject  to  the  Government-Fur¬ 
nished  Property  clause  of  this  contract. 

(ii)  In  addition  to  the  clause  set  forth 
in  subdivision  (i)  of  this  subparagraph, 
the  following  wiU  be  included  in  the  con¬ 
tract  as  General  Provisions,  Section  II: 

General  Provisions,  Section  II,  Applicable 
Onlt  to  Facilities  Acquired  or  Fabricated 

n-1  Reimbursement. 

(a)  Upon  inspection  and  acceptance  by  the 
Contracting  Officer  of  the  facilities  specified 
in  the  Schedule,  the  Government  will  pay 
to  the  Contractor  the  costs  thereof  as  de¬ 
termined  in  accordance  with  Parts  2  and  6, 
Section  XV,  of  the  Armed  Services  Procure¬ 
ment  Regulation  for  items  other  than  con¬ 
struction  and  in  accordance  with  Parts  4 
and  6  of  said  Section  XV  for  items  of  con¬ 
struction,  if  any.  ^ 

(b)  Once  each  month  (or  at  more  frequent 
intervals  if  approved  by  the  Contracting 
Officer)  the  Contractor  may  submit  to  an 
authorized  representative  of  the  Contracting 
Officer,  in  such  form  and  reasonable  detail  as 
such  representative  may  require,  an  Invoice 
or  public  voucher  supported  by  a  statement 
of  cost  incurred  by  the  Contractor  in  the 
performance  of  this  contract  and  claimed  to 
constitute  Allowable  Cost.  As  promptly  as 
may  be  practical  after  receipt  of  each  invoice 
or  voucher  and  statement  of  cost,  the  Gov¬ 
ernment  shall,  except  as  hereinafter  provided, 
make  payment  thereon  as  approved  by  the 
Contracting  Officer.  Such  payment  may  in- 
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elude  progress  payments  made  to  subcon¬ 
tractors  or  suppliers  for  machine  tools  and 
construction  projects  ordered  hereunder  in 
those  cases  where  the  subcontractor  or  sup¬ 
plier  requires  progress  payments  therefor 
and  the  subcontract  or  purchase  agreement 
therefor  contains  a  progress  payments  clause 
approved  in  writing  by  the  Contracting 
Officer.  At  any  time  or  times  prior  to  final 
payment  under  this  contract  the  Contracting 
Officer  may  cause  to  be  made  such  audit  of 
the  invoices  or  vouchers  and  statements  of 
cost  as  shall  be  deemed  necessary.  Each  pay¬ 
ment  theretofore  made  shall  be  subject  to 
reduction  to  the  extent  of  amounts  included 
in  the  relative  invoice  or  voucher  and  state¬ 
ment  of  cost  which  are  found  by  the  Con¬ 
tracting  Officer  on  the  basis  of  such  audit 
not  to  constitute  Allowable  Cost,  and  shall 
also  be  subject  to  reduction  for  overpay¬ 
ments  or  to  increase  for  underpayments  on 
preceding  invoices  or  vouchers. 

(c)  In  securing  all  facilities,  parts,  ma¬ 
terials,  and  services  required  from  sources 
other  than  the  Contractor,  the  Contractor 
shall  obtain  competition  to  the  maximum 
practical  extent  and  shall  take  advantage  of 
the  most  advantageous  prices  with  due  re¬ 
gard  to  securing  adequately  prompt  delivery 
of  satisfactory  facilities,  parts,  materials,  and 
services. 

(d)  The  Contractor  represents  that  tfce 
costs  to  be  incurred  and  for  which  it  will  be 
reimbursed  under  this  clause  are  not  and 
will  not  be  Included  as  an  element  of  cost 
under  any  other  provision  of  this  contract  or 
any  other  contract  with  the  Government  or 
suppliers  of  the  Government,  and  do  not  in¬ 
clude  any  allowance  for  profit  or  fee. 

II-2  Overtime  and  premium  wage  com¬ 
pensation  :  Insert  the  clause  set  forth  in 
AFPI  7-4031  (b>  (32  CFR  1007.4031  (b)). 

II-3  Subcontracts:  Insert  the  clause  set 
forth  in  AFPI  7-2703.11  (32  CFR  1007.2703- 
11). 

II-4  Records:  Insert  the  clause  set  forth 
in  ASPR  7-203.7  (32  CFR  7.203-7). 

II-5  Title: 

Title  to  all  property  purchased  by  the  Con¬ 
tractor,  for  the  cost  of  which  the  Contractor 
is  entitled  to  be  reimbursed  as  a  direct  item 
of  cost  under  this  contract,  shall  pass  to  and 
vest  in  the  Government  upon  delivery  of 
such  property  by  the  vendor.  Title  to  other 
property,  the  cost  of  which  is  reimbursable 
to  the  Contractor  under  this  contract,  shall 
pass  to  and  vest  in  the  Government  upon  (i) 
issuance  for  use  of  such  propferty  in  the  per¬ 
formance  of  this  contract,  or  (ii)  commence¬ 
ment  of  processing  or  use  of  such  property 
in  the  performance  of  this  contract,  or  (iii) 
reimbursement  of  the  cost  thereof  by  the 
Government,  whichever  first  occurs. 

(c)  If  the  contract  does  not  contain 
the  Patent  Indemnity  clause,  §  9.103  of 
this  title,  and  acquisition  or  fabrication 
of  facilities  is  authorized,  that  clause  will 
be  inserted  designated  paragraph  (a), 
and  the  paragraphs  (b)  and  (c)  set  forth 
in  §  1007.2704-2  of  this  chapter  will  be 
added  thereto:  if  under  the  circum¬ 
stances  set  forth  in  paragraph  (a)  (2) 
of  this  section,  the  clause  will  be  made 
applicable  only  to  the  facilities,  or  if  un¬ 
der  the  circumstances  set  forth  in  para¬ 
graph  (b)  (2)  of  this  section,  the  clause 
will  be  added  to  the  General  Provisions, 
Section  II. 

(d)  If  the  contract  does  not  contain 
Patent  Rights  clause,  §  9.107-1  of  this 
title,  and  the  facilities  authorized  in¬ 
volve  research  or  development  in  design, 
manufacture,  or  modification,  if  under 
the  circumstances  set  forth  in  paragraph 

(a)  (2)  of  this  section  the  clause  will  be 
added  and  made  applicable  only  to  the 
facilities,  or  if  under  the  circumstances 


set  forth  in  paragraph  (b)  (2)  of  this 
section,  the  clause  will  be  added  to  Gen¬ 
eral  Provisions,  Section  II. 

(e)  If  the  facilities  being  authorized 
involve  construction,  as  defined  in 
§  12.402  of  this  title,  the  clause  set  forth 
in  §  1007.2704-1  of  this  chapter  will  be 
added:  if  under  the  circumstances  set 
forth  in  paragraph  (a)  (2)  of  this  sec¬ 
tion,  and  made  applicable  only  to  the 
facilities  being  constructed,  or  if  under 
the  circumstances  set  forth  in  paragraph 
(b)  (2)  of  this  section,  to  General  Pro¬ 
visions,  Section  n. 

(f)  When  industrial  facilities  are  to 
be  both  furnished  and  authorized  for 
acquisition  or  fabrication  in:  the  same 
cost-type  contract,  the  provisions  in 
paragraphs  (a)  (1),  (a)  (2),  (c),  (d)  and 
(e)  of  this  section  will  be  followed  or  in 
the  same  fixed-price  contract  the  provi¬ 
sions  in  paragraphs  (b)  (1), (b)  (2), (c), 
(d),  and  (e)  of  this  section  will  be 
followed. 

§  1013.403  Single  facilities  contract. 
(a)  Facilities  may  be  provided  under  one 
facilities  contract  for  two  or  more  plants 
of  a  contractor,  provided  that  such 
plants  are  under  the  jurisdiction  of  the 
same  APD  or  AFPRO  and  are  sufficiently 
close  geographically  to  permit  adminis¬ 
tration  of  the  contract  by  one  contract¬ 
ing  officer  without  delegation  of  second¬ 
ary  administration.  Facilities  at  widely 
separated  locations  may  only  be  provided 
under  a  single  facilities  contract  when 
Hq  AMC  determines  that  separate  fa¬ 
cilities  contracts  are  impracticable. 

(b)  Facilities  for  one  plant  or  con¬ 
tiguous  plants  of  a  contractor  will  be 
provided  under  only  one  facilities  con¬ 
tract.  Two  or  more  facilities  contracts 
for  one  plant  or  contiguous  plants  of  a 
contractor  may  only  be  issued  when  Hq 
AMC  determines  that  the  use  of  one  fa¬ 
cilities  contract  is  impracticable. 

(c)  Separate  divisions  of  a  single  cor¬ 
poration  will  be  deemed  to  be  separate 
contractors  if  such  divisions  are  nor¬ 
mally  represented  by  separate  business 
offices  for  the  purpose  of  contract  negoti¬ 
ation  and  administration. 

(d)  The  rules  limiting  facilities  con¬ 
tracts  to  one  contract  per  location  do  not 
prohibit  the  issuance  of  a  facilities  lease 
agreement  covering  leased  facilities  at 
the  same  location.  However,  in  many 
cases  it  will  be  practicable  and  appro¬ 
priate  to  cover  the  new  facilities  under 
an  amendment  to  the  existing  facilities 
contract,  thereby  eliminating  the  neces¬ 
sity  for  a  separate  lease.  The  issuance 
of  such  lease  agreements  will  be  subject 
to  policies  and  procedures  set  forth  in 
Subpart  DD  of  this  part. 

§  1013.406  Nonseverable  industrial  fa¬ 
cilities.  (a)  A  facility  will  be  considered 
“nonseverable”  when  loss  of  value  to 
it  plus  damage  to  the  premises  where 
installed,  may,  upon  removal,  reasonably 
be  anticipated  to  exceed  50  percent  of 
the.  installed  cost  of  the  facility  item. 

(b)  Land  is  considered  “controlled” 
by  the  Government  when:  The  Govern¬ 
ment  has  the  right  at  nominal  or  no 
cost  to  the  exclusive  use  of  the  land  dur¬ 
ing  the  reasonably  anticipated  useful 
life  of  the  facility  involved,  or  when  the 
land  owner  has  signed  a  firm  contract 


to  convey  the  land  upon  terms  accept- 
able  to  the  Government  and  such  owner 
is  sufficiently  sound  financially  to  guar- 
antee  such  conveyance.  The  locating  of 
facilities  on  land  not  actually  owned  by 
the  Government  is  undesirable  in  the 
normal  case  and  will  not  be  permitted 
except  when  absolutely  necessary.  5 
(c)  The  estimated  useful  life  of  gen- 
eral  purpose  nonseverables  will  be  ini 
terpreted  as  the  useful  physical  life  of 
the  item  involved,  regardless  of  whether 
the  contractor  knows  of  any  further  re- 
quirements  for  such  item.  For  special 
purpose  nonseverables,  i.  e.,  the  use  of 
which  without  substantial  modification 
or  alteration  is  limited  to  the  production 
for  the  Government  of  particular  sup¬ 
plies  or  the  performance  of  particular 
services  for  which  provided,  the  esti¬ 
mated  useful  life  will  be  interpreted  as 
the  estimated  duration  of  the  supply  or 
service  program  involved. 

§  1013.406-1  Nondisposable  nonsever¬ 
able  facilities.  Depreciation  rates  for 
use  in  buy-back  agreements  of  nonsever¬ 
able  facilities  according  to  §  13.406-1  (a) 
of  this  title  will  not  be  in  excess  of 
normal  depreciation  rates  for  Federal 
Income  Tax  purposes  unless  specifically 
authorized.  Such  buy-back  agreements 
will  provide  for  a  residual  value  of  the 
facilities  at  not  less  than  20  percent  of 
the  original  installed  cost  of  the  item. 

§  1013.406-2  Abandonment  of  facili¬ 
ties  and  restoration  of  premises.  In  any 
case  where  the  land  owner  refuses  to 
grant  to  the  Government  the  right  to 
abandon  nonseverable  facilities  without 
restoration  or  rehabilitation  of  the  prem¬ 
ises,  such  provisions  as  are  possible  to 
protect  the  Government’s  interest  will  be 
negotiated  and  submitted  for  approval 

§  1013.407  Right  of  contractor  to  use. 
(a)  No-charge  use  of  facilities  is  appli¬ 
cable  to  subcontractors  and  suppliers  as 
well  as  prime  procurement  contractors. 

(b)  Facilities  may  be  furnished  to 
prime  contractors  and  subcontractor* 
(including  suppliers)  under  a  facilities 
contract  containing  a  clause  which  per¬ 
mits  the  use  of  such  facilities  on  a  charge 
or  no-charge  basis,  depending  mi  the 
terms  of  the  prime  procurement  contract 
concerned.  Thus,  if  the  price  or  fee  of 
the  prime  procurement  contract  is  con¬ 
tingent  on  the  use  of  such  facilities  with¬ 
out  charge,  the  facilities  may  be  made 
available  to  the  prime  contractor  on  that 
basis.  Where  such  facilities  are  fur¬ 
nished  to  a  subcontractor' or  supplier, 
the  use  of  such  facilities  on  a  no-charge 
basis  is  predicated  on  the  authorization 
for  such  use  contained  in  the  prime  pro¬ 
curement  contract  and  the  negotiation  of 
the  subcontract  or  purchase  order  on 
the  basis  of  such  authorization.  The 
purpose  and  effect  of  these  provision* 
will  be  to  permit  the  buyer  for  the  prime 
procurement  contract  to  control  the  use 
of  the  property  on  a  charge  basis  and  on 
a  no-charge  basis,  respectively. 

(c)  The  buyer  for  the  prime  procure¬ 
ment  contract  will  be  responsible  for  ob¬ 
taining  adequate  consideration  for  the 
no-charge  use  of  facilities  by  the  using 
contractors  or  subcontractors  (including 
suppliers)  and  also  for  insuring  that  the 
using  contractors  or  subcontractors  (in* 
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hiding  suppliers)  are  not  accorded  un- 
competitive  advantage  by  such  use. 

(d)  The  responsibility  for  proper  use 
v.  »  contractor  of  new  facilities  rests 

ith  the  administrative  contracting  offl- 
of  the  facilities  contract.  In  the  de¬ 
termination  of  whether  a  no-charge  use 
S  facilities  will  be  authorized,  consider¬ 
ation  will  be  given  to  the  practicability 
of  the  administrative  burden  on  the  ad¬ 
ministrative  contracting  officer  in  polic¬ 
ing  such  contracts  and  subcontracts. 

(e)  A  rental  charge  for  the  use  of  fa¬ 
cilities  will  normally  be  made  at  the  per 
«mum  rates  based  on  acquisition  cost 
set  forth  in  §  1013.102-3. 

(f)  Request  for  audit  review  by  the 
Auditor  General  of  the  contractor’s 
mntal  or  usage  reports  are  permissible. 
Such  request  will  be  made  by  the  ad¬ 
ministrative  contracting  officer  where  he 
deems  verification  of  the  contractor’s 
supporting  records  are  necessary  to  sub¬ 
stantiate  the  reasonableness  of  the  con¬ 
tractor’s  report. 

§  1013.413  Termination  of  facilities 
contracts.  Whenever  practicable,  fa¬ 
cilities  contracts  will  be  closed  out  by 
property  disposal  actions  under  the  con¬ 
tinuing  Plant  Clearance  clause  of  the 
contracts.  When  all  property  is  thus 
disposed  of  and  all  other  known  claims 
under  the  contracts  are  settled,  the  ad¬ 
ministrative  contracting  officer  will  en¬ 
deavor  to  obtain  a  release  of  the  type 
described  in  §  16.812  of  this  title. 

SUBPART  E— CONTRACT  CLAUSES 

51013.504  Special  tooling  clause  for 
fixed-price  contracts,  (a)  The  pvovi- 
sions  of  the  Special  Tooling  clause  set 
forth  in  §  13.504  of  this  title  are  that 
special  tooling  acquired  or  manufac¬ 
tured  by  the  contractor  for  use  in  the 
performance  of  the  contract,  and  re¬ 
placements  thereof,  will  be  contractor- 
owned  until  such  time  as  the  contract¬ 
ing  officer  exercises  the  Government’s 
option  and  directs  transfer  of  title 
thereto.  Prior  to  this,  and  as  a  mini¬ 
mum,  the  contractor  is  obligated  to  ap¬ 
propriately  identify  the  special  tooling 
and  to  follow  its  normal  industrial  prac¬ 
tice  in  maintaining  property  control 
records,  making  such  records  available 
to  Government  representatives  for  in¬ 
spection  at  all  reasonable  times. 

(1)  The  provisions  of  §  30.2  of  this 
title  do  not  apply  during  the  period  that 
the  special  tooling  is  contractor-owned 
and  a  property  administrator  will  not  be 
assigned  to  contracts  solely  on  the  basis 
of  the  Special  Tooling  clause.  However, 
upon  transfer  of  title  to  the  Government 
the  tooling  does  become  subject  to  the 
provisions  of  §  30.2  of  this  title;  a  prop¬ 
erty  administrator  will  be  assigned,  and 
retention  or  shipment  by  the  contractor 
will  be  according  to  appropriate  pro¬ 
cedures.  Provision  that  the  contractor 
follow  its  normal  industrial  practice  in 
maintaining  property  control  records  is 
not  considered  license  for  the  mainte¬ 
nance  of  incomplete,  inaccurate,  or  in¬ 
adequate  records  under  the  guise  of  nor- 
•nality.  Industrial  practice  is  consid¬ 
ered  to  require  record  of  the  quantity, 
description,  location,  and  condition  of 
special  tooling  acquired  or  manufac¬ 
tured  for  use  under  the  contract.  If 
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the  contracting  officer  deems  it  neces¬ 
sary  to  ascertain  the  adequacy  of  the 
contractor’s  records  the  technical  ad¬ 
vice  of  the  property  administrator, 
assigned  to  contracts  with  the  same  or 
nearby  contractors,  may  be  requested. 

(2)  It  is  anticipated  that  the  contrac¬ 

tor  will  advise  the  administrative 
contracting  officer  when;  (i)  Any  sub¬ 
stantial  portion  of  usable  tooling  is  no 
lqnger  required  for  the  performance  of 
the  contract,  (ii)  changes  in  design  or 
specifications  take  place  which  effect  the 
interchangeability  of  parts,  and  (iii)  the 
contract  is  terminated  or  completed, 
furnishing  a  listing  of  the  parts,  prod¬ 
ucts,  or  services  for  which  the  tooling 
was  designed  to  manufacture  or  perform. 
Upon  receipt  of  the  listing,  the  adminis¬ 
trative  contracting  officer  will,  obtain 
information  through  the  buying  organi¬ 
zation,  if  not  already  known,  whether 
anticipated  requirements  exist  to  war¬ 
rant  exercise  of  the  Government  option 
to  take  title  to  the  tooling.  If  it  is  de¬ 
termined  that  title  to  the  special  tooling 
should  pass  to  the  Government,  the  ad¬ 
ministrative  contracting  officer  will  noti¬ 
fy  the  contractor  and  include  the  follow¬ 
ing;  (i)  Specify  the  particular  products, 
parts,  or  services  for  which  title  to  tool¬ 
ing  should  transfer,  (ii)  action  required 
with  regard  to  the  storage,  use,  or  ship¬ 
ment  of  the  tooling  involved,  and  (iii) 
disposition  instructions  for  the  re¬ 
mainder.  '  , 

(3)  A  listing  of  the  products,  parts, 
or  services  to  be  manufactured  or  per¬ 
formed  will  be  sufficient  to  permit  the 
determination  for  disposition  of  such 
special  tooling.  Accordingly,  the  con¬ 
tract  clause  establishes  this  as  a  mini¬ 
mum  requirement.  However,  to  properly 
record  a  transfer  of  title  for  specific 
items  of  value  to  the  protection  of  the 
interests  of  both  parties,  a  listing  of 
tooling  must  be  obtained  in  such  detail 
as  would  serve  as  a  basis  for  the  estab¬ 
lishment  of  records  of  Government 
property. 

(b)  The  following  clause  may  be  used 
whenever  the  special  tooling  is  described 
as  an  end  item  in  the  contract  for  ad¬ 
ministrative  convenience  in  pricing  and 
payment,  but  delivery  to  the  Air  Force 
for  use  by  the  Air  Force  is  not  intended ; 

Special  Tooling 

(a)  Same  as  ASPR  13-504  (a)  (32  CFR 
13.504  (a)). 

(b)  Same  as  ASPR  13-504  (b)  (32  CFR 
13.504  (b) ) . 

(c)  Same  as  ASPR  13-504  (c)  (32  CFR 
13.504  (c)). 

(d)  Same  as  ASPR  13-504  (d)  (32  CFR 
13.504  (d)). 

(e)  Same  as  ASPR  13-504  (6)  (32  CFR 
13.504  (e)). 

(f)  Within  90  days  after  receipt  of  any 
list  or  notice  under  (c)  or  (d)  above,  or 
such  further  period  as  may  be  agreed  upon 
by  the  parties,  the  Contracting  Officer  shall 
furnish  to  the  Contractor:  (i)  a  list  specify¬ 
ing  the  particular  products,  parts,  or  serv¬ 
ices  for  which  the  Government  may  require 
special  tooling,  with  a  request  that  the  Con¬ 
tractor  deliver  to  the  Government  all  usable 
items  of  special  tooling  which  were  used  or 
designed  for  the  manufacture  or  performance 
of  any  designated  portion  of  such  products, 
parts,  or  service,  and  which  were  on  hand 
when  production  of  such  products  or  parts, 
or  performance  of  such  services,  ceased;  or 


(ii)  an  acceptance  or  rejection  of  any  offer 
made  by  the  Contractor  under  (e)  above,  or 
a  request  for  further  negotiation  relating 
thereto;  or  (iii)  subject  to  the  provisions  of 

(j)  below,  a  direction  to  the  Contractor  to* 
sell,  or  to  dispose  of  as  scrap,  for  the  account 
of  the  Government,  any  or  all  the  special 
tooling  covered  by  such  list;  or  (iv)  a  state¬ 
ment  with  respect  to  any  or  all  the  special 
tooling  covered  by  such  list  that  the  Gov¬ 
ernment  has  no  further  interest  therein  and 
waives  its  rights  therein;  or  (v)  any  com¬ 
bination  of  the  foregoing,  as  the  circum¬ 
stances  warrant.  The  Contractor  shall 
promptly  comply  with  any  request  by  the 
Contracting  Officer  under  this  paragraph  to 
deliver  any  items  of  special  tooling,  and 
shall,  subject  to  the  provisions  of  (J)  below, 
(1)  immediately  prepare  such  items  for  ship¬ 
ment  by  proper  packaging,  packing,  and 
marking,  in  accordance  with  any  instructions 
which  may  be  issued  by  the  Contracting 
Officer,  and  shall  promptly  deliver  such 
items  to  the  Government,  as  directed  by  the 
Contracting  Officer,  or  (2)  if  a  storage  agree¬ 
ment  has  been  entered  into,  prepare  such 
items  for  storage  in  accordance  therewith, 
as  directed  by  the  Contracting  Officer.  Any 
items  of  special  tooling  so  delivered  or  stored 
shall  be  accompanied  by  operation  sheets 
or  other  appropriate  data  necessary  to  show 
the  manufacturing  operations  or  processes 
for  which  such  items  were  used  or  designed. 
If  the  Contracting  Officer  has  requested  fur¬ 
ther  negotiations  under  (11)  above,  the  Con¬ 
tractor  agrees  that  it  will  enter  Into  such 
negotiations  in  good  faith  with  the  Con¬ 
tracting  Officer.  Any  items  of  special  tool¬ 
ing  which  are  not  disposed  of  by  delivery  to 
the  Government  under  this  paragraph,  or  by 
acceptance  of  an  offer  of  the  Contractor 
made  under  (e)  above,  or  of  such  offer  as 
modified  in  the  course  of  negotiations,  shall 
be  disposed  of  in  the  manner  set  forth  in 
(iii)  or  (iv)  of  this  paragraph. 

(g)  Same  as  ASPR  13-504  (g)  (32  CFR 

13.504  (g)). 

(h)  Same  as  ASPR  13-504  (h)  (32  CFR 

13.504  (h)). 

(i)  Same  as  ASPR  13-504  (i)  (32  CFR 

13.504  (i)). 

(J)  Same  as  ASPR  13-504  (J)  (32  CFR 

13.504  (J)).  ^ 

(k) .Same  as  the  second  alternative  para¬ 
graph  (k)  of  ASPR  13-504  (32  CFR  13.504). 

(l)  Title  to  all  special  tooling  shall  pass 
to  and  vest  in  the  Government  upon  acqui¬ 
sition  thereof  by  the  Contractor:  Provided, 
however.  That  the  Contractor’s  obligations, 
the  Government’s  rights,  and  property  con¬ 
trol  procedures  relating  thereto  shall  apply 
as  set  forth  in  this  clause.  The  provisions 
of  this  contract  relating  to  “Liability  for 
Government-Furnished  Property,’’  and  any 
other  provisions  of  this  contract  defining 
liability  for  Government  property  shall  be 
inapplicable  to  property  to  which  the  Gov¬ 
ernment  shall  have  acquired  title  solely  by 
virtue  of  the  provisions  of  this  paragraph. 
The  provisions  of  this  paragraph  shall  not 
relieve  the  Contractor  from  any  risk  of  loss, 
or  destruction,  or  damage  to  property,  title 
to  which  vests  in  the  Government  under 
the  provisions  hereof,  or  be  construed  as 
enlarging  upon  the  Contractor’s  obligations 
as  specified  in  this  clause. 

(c)  Contracts  which  contain  the 
clause  provided  by  §  13.504  of  this  title 
may  be  amended  in  the  above  manner 
to  provide  that  title  to  the  tooling  will 
vest  in  the  Government  immediately, 
when  it  is  deemed  necessary  for  admin¬ 
istrative  reasons  to  establish  the  Gov¬ 
ernment  as  owner  of  the  tooling,  prior  to 
the  occurrence  of  any  of  the  events  set 
forth  in  §  13.504  (c)  or  (d)  of  this  title. 

§  1013.550  Bailment  clauses.  The  fol¬ 
lowing  general  provisions  with  respect 
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to  prime  contract  clauses  will  be  used 
in  connection  with  bailment  of  Govern¬ 
ment  property  to  a  contractor. 

(a)  Normally,  no  reference  will  be 
made  in  contracts  to  the  bailment  of 
property  unless  bailment  is  contemplated 
and  the  property  is  specifically  listed  in 
the  prime  or  letter  contract.  In  these 
instances  where  bailment  is  contem¬ 
plated,  the  following  clause  is  authorized 
for  use: 

It  is  contemplated  by  the  parties  hereto 
that  the  Government  will  ball  (In  addition 
to  any  property  listed  in  this  contract  as 
to  be  “furnished”  by  the  Government)  to 
the  Contractor  the  items  listed  below  for 
use  in  connection  with  the  performance  of 
this  contract,  and  that  an  appropriate  writ¬ 
ten  agreement  of  bailment  will  be  entered 
into  by  and  between  the  parties  hereto  for 
that  purpose.  In  the  event  of  delay  or 
failure  of  the  Government  to  bail  such  prop¬ 
erty,  as  aforesaid,  the  provisions  of  the 
clause  of  this  contract  entitled  “Govern¬ 
ment-Furnished  Property”  or  “Government 
Property”  relating  to  failure  or  delay  in  the 
furnishing  of  property,  shall  be  applicable. 
(List  categories.) 

(b)  Where  it  is  difficult  to  anticipate 
the  bailment  requirements  at  the  time 
of  execution  of  the  prime  contract,  the 
following  alternate  clause  is  authorized 
for  use: 

It  is  anticipated  that  the  Government  may 
bail  to  the  Contractor  such  Government 
property  of  the  categories  specified  herein  as 
may  from  time  to  time  be  deemed  by  the 
Contracting  Officer  to  be  necessary  in  the  in¬ 
terest  of  the  Government  to  so  furnish,  pro¬ 
vided,  however,  the  effect  of  such  bailment 
upon  the  contract  price  (or  in  the  case  of 
cost-plus-fixed-fee  (CPFF)  contracts,  "fixed 
fee”)  shall  be  reflected  by  adjusting  the 
contract  price  in  accordance  with  the  pro¬ 
cedures  set  forth  in  the  Changes  clause  of 
this  contract,  and  the  contract  amended  ac¬ 
cordingly  by  supplemental  agreement  or 
change  order  prior  to  the  payment  of  Con¬ 
tractor’s  final  invoice  under  this  contract. 
Any  property  bailed  pursuant  to  this  para¬ 
graph  shall  be  made  available  to  the  Con¬ 
tractor  only  under  the  provisions  of  a 
separate  bailment  agreement  or  agreements 
and  this  contract  shall  not  be  construed  as 
affecting  or  committing  the  Government  to 
the  bailment  of  such  property.  (List  cate¬ 
gories.)  ' 

.  (c)  Where  it  is  difficult  to  anticipate 
the  bailment  requirements  at  the  time  of 
the  execution  of  the  letter  contract,  the 
following  alternate  clause  is  authorized 
for  use: 

It  is  anticipated  that  the  Government  may 
bail  to  the  Contractor  such  items  of  Govern¬ 
ment  property  specified  herein  as  may  from 
time  to  time  be  deemed  by  the  Contracting 
Officer  to  be  necessary  in  the  interest  of  the 
Government  to  so  furnish,  provided,  however, 
the  effect  of  such  bailment  shall  be  consid¬ 
ered  in  any  adjustments  in  amounts  finally 
payable  to  the  Contractor  at  the  time  of  set¬ 
tlement  of  Contractor’s  termination  claim  or 
taken  into  account  at  the  time  of  execution 
of  the  definitive  contract  contemplated 
hereby.  Any  property  bailed  pursuant  to 
this  paragraph  shall  be  made  available  to  the 
Contractor  only  under  the  provisions  of  a 
separate  bailment  agreement  or  agreements 
and  this  contract  shall  not  be  construed  as 
effecting  or  committing  the  Government  to 
the  bailment  of  such  property.  (List  cate¬ 
gories.  ) 

(d>  Provisions  for  reimbursing  the 
contractor  for  costs  incurred  in  connec¬ 


tion  with  bailed  property  during  the 
period  of  bailment,  including  but  not 
limited  to  transportation  costs,  furnish¬ 
ing  fuel,  lubricants,  and  coolants  for  air¬ 
craft,  are  matters  requiring  coverage  in 
the  prime  contract  prior  to  final  payment 
and  will  not  be  included  in  the  bailment 
agreement. 

§  1013.552  Property  records  clause. 
The  following  clause  will  be  used  in  all 
contracts  involving  Government  prop¬ 
erty  where  it  has  been  determined  that 
the  Government  will  maintain  the  official 
contract  records  of  Government  prop¬ 
erty.  If  the  determination  is  made  be¬ 
fore  the  contract  is  definitized,  the  clause 
will  be  included  in  the  contract.  If  the 
determination  is  not  made  until  after  the 
contract  is  in  effect,  it  will  be  added  to 
the  contract  by  the  supplemental  agree¬ 
ment. 

Property  Records 

The  Government  for  its  own  convenience 
has  determined  that  the  official  contract 
records  in  connection  with  Government 
property  subject  to  this  contract  shall  be 
maintained  by  the  Government.  The  Gov¬ 
ernment-furnished  Property  clause  (or  in 
cost-reimbursement  type  contracts,  the  Gov¬ 
ernment  Property  clause)  of  this  contract  is 
hereby  modified  by  deleting  so  much  thereof 
as  requires  that  the  contractor  maintain  such 
records. 

§  1013.553  Special  nuclear  material. 
When  special  nuclear  materials  or  in¬ 
struments  incorporating’  special  nuclear 
material  are  furnished  to  a  contractor 
as  Government  property,  the  following 
clause  will  be  incorporated  in  the  con¬ 
tract,  in  addition  to  the  clause  prescribed 
by  §§  13.502,  13.503,  13.505,  or  13.506  of 
this  title: 

The  contractor  agrees  to  receive,  use,  han¬ 
dle,  reuirn  or  dispose  of,  any  Special  Nuclear 
Material,  or  instruments  incorporating  Spe¬ 
cial  Nuclear  Material,  furnished  under  this 
contract  in  accordance  with  separate  pro¬ 
cedures  for  the  control  and  handling  of  such 
material.  The  procedure  will  include,  but 
will  not  be  limited  to  health,  safety,  security, 
and  accountability,  and  will  be  approved  by 
the  Contracting  Officer.  Nothing  herein  con¬ 
tained  shall  be  deemed  to  alter  the  con¬ 
tractor’s  responsibility  with  regard  to  said 
Government  property  as  set  forth  in  the 
General  Provision  of  this  contract  entitled 
“Government  Furnished  Property.”  The 
Government  reserves  the  right  at  any  time, 
when  circumstances  warrant,  to  withdraw, 
modify  or  qualify  its  approval  of  such  pro¬ 
cedures,  and  this  contract  will  be  equitably 
adjusted  to  the  extent  necessitated  thereby. 

SUBPART  F — USE  OF  GOVERNMENT-OWNED 

INDUSTRIAL  FACILITIES  ON  WORK  OTHER 

THAN  FOR  A  MILITARY  DEPARTMENT 

§  1013.601  Rental. 

§  1013.601-50  Procedure.  The  follow¬ 
ing  steps  will  be  taken  in  processing  con¬ 
tractor  requests  for  lease  of  Govern¬ 
ment-owned  industrial  production 
equipment  for  other  than  defense 
production. 

(a)  Contractor  application.  To  initi¬ 
ate  proposal  action,  a  prospective  lessee 
will  submit  the  following  information  in 
transmittal  letter  (six  copies)  to  the  AF 
plant  representative  or  to  the  air  pro¬ 
curement  district  that  has  cognizance 
over  the  contractor’s  home  office: 

(1)  Name  and  address  of  the  prospec¬ 
tive  lessee. 


(2)  If  the  'contractor  is  currently 
gaged  in  production  for  the  Air  Force 
list  of  contract  numbers  and  items  ai  a 
a  list  of  other  military  contract  numtX 
and  items  produced  within  the  preceding 
12-month  period. 

(3)  If  the  prospective  lessee  has  a  <K 
fense  mobilization  assignment,  a  brief 
explanation  of  any  current  defense  Dro 
duction  planning  which  would  require 
utilization  of  the  property  in  the  event 
of  an  emergency. 

(4)  Period  of  time  proposed  for  the 
lease  agreement.  (Special  justification 
will  be  required  for  leases  extending  be- 
yond  a  5 -year  period.) 

(5)  Financial  or  other  consideration 
that  will  be  given  to  the  Government  for 
use  of  the  production  equipment.  List, 
ing,  if  any,  all  production  equipment  by 
general  description  that  the  lessee  is  to 
maintain  in  a  non-use  status  as  all  or 
part  of  the  consideration  for  use  of  the 
facilities  requested.  (Section  13.601  of 
this  title  and  §  1013.102-3  (h)  of  this 
chapter.) 

(6)  Proposed  use  of  the  properly. 
Statement  as  to  whether  the  nondefense 
use  will  be  in  connection  with  a  commer- 
cial  product  in  a  competitive  field. 

(7)  Statement  as  to  whether  the  lessee 
will  maintain  the  property  in  good  oper¬ 
ating  condition,  including  the  making  of 
repairs  and  replacing  of  parts,  according 
to  sound  industrial  practices. 

(8)  Description  (in  inclosures)  of  the 
property  being  requested  for  nondefense 
use. 

(9)  Indication  of  any  other  considera¬ 
tions  which  are  applicable  to  the  pro¬ 
posed  lease  agreement. 

(b)  Review  of  applications.  Upon  re¬ 
ceipt  of  the  contractor’s  application  for 
lease  of  production  equipment  for  other 
than  defense  production,  the  cognizant 
APD  or  AFPR  office  will  review  the  ap¬ 
plication  to  insure  the  validity  of  in¬ 
dividual  items.  It  is  important  that  the 
property  be  described  adequately  and 
that  information  concerning  year  built, 
cost,  and  conditions  be  identified  accur¬ 
ately.  Where  historical  data  is  lacking, 
the  details  of  cost  and  conditions  may 
be  reasonably  appraised  and  so  indi¬ 
cated.  Any  discrepancies  should 'be  re¬ 
ferred  to  the  contractor  with  a  request 
to  adjust  the  proposal  accordingly. 

SUBPART  T — BAILMENT 

§  1013.2001  Bailment  of  Government 
property  to  contractors,  (a)  The  con¬ 
tractor  will  be  required  to  take  the  fol¬ 
lowing  actions  in  all  cases  where  he 
initiates  the  request  for  bailment  or  a 
request  for  an  extension  of  and/or 
change  in  purpose  of  a  bailment 
agreement : 

(1)  Applications  for  a  new  bailment, 
additional  property  to  be  bailed,  requests 
for  authorization  to  modify  bailed  prop¬ 
erty,  or  transfer  of  bailed  property  for 
use  in  connection  with  another  prime 
contract  will  be  submitted  over  the  sig¬ 
nature  of  an  officer  or  employee  author¬ 
ized  to  bind  the  contractor,  setting  forth 
a  description  of  the  property,  efforts 
made  to  obtain  the  property  in  the  com¬ 
mercial  market,  use  to  be  made  of  the 
property,  period  of  time  for  which  the 
property  will  be  required,  where  delivery 
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U  be  accepted,  and  a  statement  to  the 
Sect  that  the  contractor  will  accept  the 
rooerty  subject  to  the  terms  of  the  mas- 
r r  bailment  agreement  and  a  mutually 
^rentable  bailment  agreement  or 
amendment  to  bailment  agreement, 
contractor  will  accomplish  this  action  by 
I'nmDleting  in  triplicate  AFPI  Forms  22 
and  22A,  arid  Part  I,  AFPI  Form  22B. 

(2)  The  contractor  will  submit  only 
*FPI  Form  22B  where  any  of  the  fol¬ 
lowing  changes  are  considered  necessary 
in  the  performance  of  the  same  contract 
under  which  the  property  is  already 
bailed: 

.  (i)  A  request  that  the  period  of  time 
be  extended. 

(ii)  A  change  in  the  purpose  for  which 
the  property  was  originally  bailed. 

(iii)  Change  in  the  point  of  return. 

(3)  Deliver  the  completed  forms  to  the 
cognizant  AF  representative. 

(b)  The  cognizant  AF  representative 
will — 

(1)  Approve  all  flights  of  bailed  air¬ 
craft  prior  to  takeoff,  ascertaining  that 
'the  flight  is  in  conformance  with  the 
terms  of  the  contract  and  that  none 
other  than  the  crew  members  and  pas¬ 
sengers  required  to  perform  the  mission 
are  aboard  the  aircraft.  Where  aircraft 
are  remotely  located  from  the  office  of 
the  AF  representative,  approval  may  be 
granted  in  advance  for  more  than  one 
flight;  however,  the  AF  representative 
will  make  a  spot  check  on  such  flights  to 
assure  that  the  flights  are  being  con¬ 
ducted  for  the  purpose  intended  in  the 
bailment  agreement.  As  control  proce- 
A  dures  when  bailed  aircraft  are  involved, 
the  AF  representative  may  require  the 
contractor  to : 

*  (i)  Present  to  the  AF  representative 
forecasted  flight  dates  for  accomplishing 
any  given  flight  program. 

(ii)  Present  detailed  flight  plans  for 
coordination  and  approval  before  each 
actual  flight. 

(iii)  Prepare  alternate  flight  plans  so 
flight  time  would  not  be  wasted  in  case 
of  failure  of  individual  test  flight  equip¬ 
ment. 

(iv)  Plan  for  participation  of  per¬ 
sonnel  from  other  commands,  as  well  as 
AMC  and  ARDC. 

(v)  Submit  adequate  reports  after 
each  flight  and  maintain  close  surveil¬ 
lance  to  assure  expeditious  handling  of 
necessary  data  for  AMC  and  ARDC  (ap¬ 
propriate  ARDC  center)  approval. 

v(2)  Determine  and  take  the  necessary 
|  action  to  insure  that  the  bailed  property 
is  not  used  for  any  other  purpose  than 
prescribed  in  the  prime  contract  and  the 
bailment  agreement,  unless  otherwise  au¬ 
thorized  in  writing  by  the  AF  represent¬ 
ative  pursuant  to  the  provisions  of  the 
bailment  agreement. 

(3)  In  the  case  of  completed  aircraft, 
arrange  to  inspect  the  aircraft  before  re¬ 
lease  by  the  contractor  and  send  a  cer¬ 
tificate  showing  the  date  the  aircraft 
was  returned  to  the  Government,  includ¬ 
ing  a  copy  of  disposition  documents,  to 
i  the  organization  having  control  of  the 
i  aircraft  at  the  time  it  was  bailed  to  the 
■  contractor. 

!  ■  ,  (4)  Insure  reimbursement  to  the  Gov- 
I  «mment  by  the  contractor  of  such  liqui- 
f  dated  damages  as  may  be  appropriate 
;  under  the  provisions  of  the  bailment 


agreement  which  result  from  failure  of 
the  contractor  to  return  bailed  property 
within  a  reasonable  time  after  receipt  of 
disposition  instructions. 

(5)  Insure  that  bailed  property  is  not 
used  for  any  purpose  other  than  pre¬ 
scribed  in  the  prime  contract  and  bail-, 
ment  agreement,  ynless  otherwise  au¬ 
thorized  pursuant  to  the  provisions  of  the 
bailment  agreement.  The  AF  repre¬ 
sentative  may  authorize,  bailed  property, 
other  than  aircraft,  to  be  used  by  the 
contractor  for  purposes  in  connection 
with  the  contract  for  which  the  prop¬ 
erty  was  bailed,  or  any  other  AF  contract 
with  the  same  contractor,  even  though 
such  purposes  are  not  specifically  set 
forth  in  the  bailment  agreement.  Such 
authorization  will  be  predicated  upon 
determination  that  such  use  of  the  prop¬ 
erty  will  not  interfere  with  the  perform¬ 
ance  of  the  contract  for  which  it  was 
originally  bailed  and  will  not  extend  the 
period  of  bailment. 

(6)  Under  the  provisions  of  the  bail¬ 
ment  agreement,  authorize  deviations  for 
bailed  property  to  be  temporarily  re¬ 
called  from  the  contractor  at  any  time 
during  the  life  of  the  bailment  to  accom¬ 
plish  authorized  AF  missions  by  AF  per¬ 
sonnel  when  the  bailment  agreement 
contains  a  provision  relieving  the  con¬ 
tractor  of  the  responsibility  for  the  prop¬ 
erty  during  the  time  required  to  com¬ 
plete  the  mission  and  until  the  property 
is  returned  to  the  possession  of  the 
contractor. 

§  1013.2002  Bailment  by  AF  bases  of 
aircraft  engines  or  major  components  to 
civil  aircraft  or  military  contract 
carriers. 

§  1013.2002-1  Bailment  agreement  to 
be  used  for  the  bailment  of  aircraft  en¬ 
gines)  for  use  on  U.  S.  registered  civil 
aircraft  grounded  at  an  AF  base.  ^ 
Bailment  Agreement 

AIRCRAFT  ENGINE  LOAN  FOR  USE  ON  UNITED 
STATES  REGISTERED  CIVIL  AIRCRAFT  GROUNDED 
AT  A  U.  S.  AIR  FORCE  BASE  AND  FOR  THE  PAY¬ 
MENT  THEREOF 


(Date) 

Whereas, _ _ _ (Airline)  of 

_ (Address)  hereafter 

referred  to  as  Bailee,  is  the _ (Owner 

or  operator)  of  the _ (Type) 

civil  aircraft,  U.  S.  Registration  No. _ 

grounded  at _ Air  Force  Base  be¬ 
cause  of _ (Failure,  loss)  of 

engine (s),  and 

Whereas,  the  Bailee,  which  has  executed  AF 
Form  180,  “Hold  Harmless  Agreement,”  to 
land  at _ Air  Force  Base,  has  re¬ 
quested  loan  of _ engine  (s)  from  the 

United  States  Air  Force,  hereafter  referred 
to  as  Bailor,  and 

Whereas,  approval  of  the  Commander _ 

_ (Name  of  Air  Force  Base), 

U.  S.  Air  Force,  has  been  obtained  for  the 

loan  to _ _ (Airline)  of  the  following 

Air  Force  engine  (s) : 

Manufacturer  Type 


Serial  Total  engine  hours 

No.  since  last  overhaul 


and 


Whereas,  It  has  been  determined  that  the 
loan  of  such  engine (s)  is  necessary,  by  reason 
of  an  emergency,  to  the  continuance  of  such 
aircraft  on  its  course  to  the  nearest  airport 
operated  by  private  enterprise,  as  authorized 
by  Act  May  20,  1920  ("44  Stat.  571;  49  U.  S.  C. 
175); 

Now,  therefore,  in  consideration  of  the 
promises  and  the  mutual  covenants  and 
agreements  herein  contained,  and  for  other 
good  and  valuable  consideration,  the  parties 
'hereto  agree  as  follows : 

1.  a.  Bare  engines  only  will  be  loaned. 

b.  No  exchange  or  trade  of  engines  is  in¬ 
volved. 

c.  The  Bailor  neither  accepts  responsibility, 
nor  will  it.be  held  liable,  for  operational  fail¬ 
ure  of  the  loaned  engine (s) . 

d.  The  Bailor  neither  accepts  responsibility, 
nor  will  it  be  held  liable  for-4he  loss  or  dam¬ 
age  of  the  Bailee’s  englne(s)  left  at  the 
Bailor’s  installation. 

e.  Removal  of  the  Bailee’s  engine  (s)  from 
the  Bailor’s  premises  will  be  accomplished 

within  a  reasonable  time,  not  exceeding _ 

days  from  date  hereof,  at  no  expense  to  the 
Bailor. 

2.  In  consideration  of  the  loan  of  the  above 
enumerated  engine (s),  delivery  of  which  is 
acknowledged  upon  signature  hereto  of  a 
duly  authorized  representative  of  the  Bailee, 
the  Bailee  promises  and  agrees: 

a.  To  pay  to  the  Bailor,  for  total  hours  of 
utilization  of  the  engine (s)  at  an  hourly  rate 
based  on  the  Bailor’s  average  engine  hour 
maintenance  cost  for  the  type  and  model  of 
the  loaned  engine (s) . 

b.  To  pay  to  the  Bailor  all  hauling,  ship¬ 
ping,  and  handling  costs  incurred  in  the 

transfer  of  replacement  engine(s)  to _ < _ 

_ Air  Force  Base,  said  engine (s)  to  be 

obtained  from  the  nearest  Air  Force  Supply 
Depot  and  shipped  by  the  least  expensive 
mode  of  transportation  commensurate  with 

the  urgency  needs  of  the _ _ Air 

Force  Base  for  such  replacement.  * 

c.  To  pay  to  the  Bailor  all  costs  involved 
when  Air  Force  personnel  are  required  to  in¬ 
stall  the  engine (g)  loaned  to  the  Bailee. 

d.  To  demount  the  Bailor’s  engine (s)  from 

the  Bailee’s  aircraft  within _ _  (hours, 

days)  from  the  date  of  this  agreement,  pre¬ 
pare  said  engine (s)  for  shipment  in  accord¬ 
ance  with  United  States  Air  Force  procedure, 
and  at  the  expense  of  the  Bailee  ship  said 
engine (s)  to  such  Air  Force  overhaul  depot 
or  other  Air  Force  Installation  as  may  be  des¬ 
ignated  by  the  Commander,  Air  Materiel 
Command,  and  to  pay  Bailor  all  expenses  in¬ 
curred  in  connection  with  inspection  by  the 
Air  Force  overhauling  activity  of  returned  en¬ 
gine  (s),  including  but  not  limited  to  block 
test  operations  of  the  engine(s),  and  reprep¬ 
aration  of  the  engine (s)  for  storage. 

e.  To  pay  to  the  Bailor  all  costs  arising 
from  the  repair  of  any  engine  (s)  damaged 
while  in  the  possession  of  the  Bailee  or  in 
the  return  shipment,  which,  in  the  Judgment 
of  the  overhauling  depot,  can  be  economically 
repaired  including  the  cost  of  all  necessary 
repair  parts,  labor,  and  other  operating  ex¬ 
penses  incidental  thereto,  block  test  opera¬ 
tions  of  the  engine(s),  and  repreparation  of 
the  engine (s)  for  storage. 

f.  To  pay  to  the  Bailor  a  sum  equal  to  the 
total  cost  of  replacement  of  the  type  and 
model  of  engine  (s)  on  loan  under  this  agree¬ 
ment  when  such  engine(s)  has  (have)  been 
lost  or  in  the  Judgment  of  the  overhaul  depot 
has  (have)  been  damaged  beyond  economical 
repair  while  in  the  possession  of  the  Bailee  or 
in  the  return  shipment  of  the  engine(s)  to 
the  designated  Air  Force  installation. 

g.  The  Bailee  will  ship  the  Bailor’s  en¬ 
gine^)  within  24  hours  from  receipt  of  no¬ 
tice  by  the  Commander,  Air  Materiel  Com¬ 
mand,  as  to  the  Air  Force  installation  to 
which  the  engine (s)  will  be  returned  or  with 

_ _ (hours,  days)  from  date  hereof  when 

the  giving  of  such  notice  is  concurrent  with 
the  loan  of  the  engine (s). 
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h.  To  pay  to  the  Bailor  an  hourly  rental  of 

_ for  each  hour  or  fraction  thereof  delay 

in  return  shipment  of  the  engine (s)  in 
accordance  with  g  above. 

i.  To  pay  all  fees  and  charges  promptly  to 
Headquarters.  Air  Materiel  Command, 
Wright-Patterson  Air  Force  Base,  Ohio. 

3.  Officials  not  to  benefit.  No  Member  of„ 
or  Delegate  to  Congress,  or  Resident  Com¬ 
missioner,  shall  be  admitted  to  any  share  or 
part  of  this  contract,  or  to  any  benefit  that 
may  arise  therefrom;  but  this  provision 
shall  not  be  construed  to  extend  to  this  con¬ 
tract  if  made  with  a  corporation  for  its 
general  benefit. 

4.  Disputes.  Except  as  otherwise  provided 
in  this  contract,  any  dispute  concerning  a 
question  of  fact  arising  under  this  contract 
which  is  not  disposed  of  by  agreement  shall 
be  decided  by  the  Contracting  Officer,  who 
shall  reduce  his  decision  to  writing  and  mail 
or  otherwise  furnish  a  copy  thereof  to  the 
Bailee.  Within  30  days  from  the  date  of 
receipt  of  such  copy,  the  Bailee  may  appeal 
by  mailing  or  otherwise  furnishing  to  the 
Contracting  Officer  a  written  appeal  ad¬ 
dressed  to  the  Secretary,  and  the  decision  of 
the  Secretary  or  his  duly  authorized  repre¬ 
sentative  for  the  hearing  of  such  appeals 
shall,  unless  determined  by  a  court  of  compe¬ 
tent  jurisdiction  to  have  been  fraudulent, 
arbitrary,  capricious,  or  so  grossly  erroneous 
as  necessarily  to  imply  bad  faith,  be  final 
and  conclusive:  Provided,  That,  if  no  such 
appeal  is  taken,  the  decision  of  the  Con¬ 
tracting  Officer  shall  be  final  and  conclusive. 
In  connection  with  any  appeal  proceeding 
under  this  clause,  the  Bailee  shall  be  af¬ 
forded  and  opportunity  to  be  heard  and  to 
offer  evidence  in  support  of  its  appeal.  Pend¬ 
ing  final  decision  of*a  dispute  hereunder, 
the  Bailee  shall  proceed  diligently  with  the 
performance  of  the  contract  and  in  accord¬ 
ance  with  the  Contracting  Officer’s  decision. 

5.  Labor  provisions.  The  following  labor 
provisions  shall  apply  to  such  portion  of  this 
bailment  agreement  which  is  performed 
within  the  continental  limits  of  the  United 
States.  }  ' 

a.  Eight-hour  law  of  1912.  This  contract, 
to  the  extent  that  it  is  of  a  character  specified 
in  the  Eight-Hour  Law  of  1912,  as  amended 
(40  U.  S.  Code  324-326),  and  is  not  covered 
by  the  Walsh-Healey  Public  Contracts  Act 
(41  U.  S.  Code  35-45),  is  subject  to  the  fol¬ 
lowing  provisions  and  exceptions  of  said 
Eight-Hour  Law  of  1912,  as  amended,  and  to 
all  other  provisions  and  exceptions  of  said 
law: 

No  laborer  or  mechanic  doing  any  part  of 
the  work  contemplated  by  this  contract,  in 
the  employ  of  the  Bailee  or  any  subcontrac¬ 
tor  contracting  for  any  part  of  the  said  work, 
shall  be  required  or  permitted  to  work  more 
than  8  hours  in  any  1  calendar  day  upon 
6uch  work,  except  upon  the  condition  that 
compensation  is  paid  to  such  laborer  or 
mechanic  in  accordance  with  the  provisions 
of  this  clause.  The  wages  of  every  such 
laborer  and  mechanic  employed  by  the  Bailee 
or  any  subcontractor  engaged  in  the  per¬ 
formance  of  this  contract  shall  be  computed 
on  a  basic  day  rate  of  8  hours  per  day;  and 
work  in  excess  of  8  hours  per  day  is  permitted 
only  upon  the  condition  that  every  such 
laborer  and  mechanic  shall  be  compensated 
for  all  hours  worked  in  excess  of  8  hours  per 
day  at  not  less  than  one  and  one-half  times 
..  the  basic  rate  of  pay.  For  each  violation  of 
the  requirements  of  this  clause  a  penalty  of 
$5  shall  be  imposed  upon  the  Bailee  for  each 
such  laborer  or  mechanic  for  every  calendar 
day  in  which  such  employee  is  required 
or  permitted  to  labor  more  than  8  hours 
upon  said  work  without  receiving  compensa¬ 
tion  computed  in  accordance  with  this 
clause;  and  all  penalties  thus  imposed  shall 
be  withheld  for  the  use  and  benefit  of  the 
Government. 


b.  Nondiscrimination  in  Employment.  In 
connection  with  the  performance  of  work 
under  this  contract,  the  Bailee  agrees  not  to 
discriminate  against  any  employee  or  ap¬ 
plicant  for  employment  because  of  race, 
creed,  color,  or  national  origin;  and  further 
agrees  to  insert  the  foregoing  provision  in 
all  subcontracts  hereunder  except  subcon¬ 
tracts  for  standard  commercial  supplies  or 
for  raw  materials. 

c.  Convict  Labor.  In  connection  with  the 
performance  of  work  under  this  contract,  the 
Bailee  agrees  not  to  employ  any  person 
undergoing  sentence  of  imprisonment  at 
hard  labor. 

6.  Covenant  Against  Contingent  Fees.  The 
Bailee  warrants  that  no  person  or  selling 
agency  has  been  employed  or  detained  to 
solicit  or  secure  this  contract  upon  an 
agreement  or  undertaking  for  a  commission, 
percentage,  brokerage,  or  contingent  fee, 
excepting  bona  fide  employees  or  bona  fide 
established  commercial  or  selling  agepcies 
maintained  by  the  Bailee  for  the  purpose 
of  securing  business.  For  breach  or  viola¬ 
tion  of  this  warranty  the  Government  shall 
have  the  right  to  annul  this  contract  with¬ 
out  liability  or  in  its  discretion  add  to  the 
contract  price  or  consideration  the  full 
amount  of  such  commission,  percentage, 
brokerage  or  contingent  fee. 

In  witness  whereof,  the  parties  hereto  have 

executed  this  contract  this _ day  of 

. . . 19 _ 

The  United  States  of  America, 

By . - - - 

(Contracting  Officer) 
Bailor 


By . . — — — . - . 

(Official  Title) 

Bailee 

I, . . . 

certify  that  I  am  the _ 

of _ (Bailee) 

and  that  as  such  I  am  authorized  to  execute 
the  foregoing  agreement  on  behalf  of  such 
bailee. 

Accountability  for  the  engine (s)  loaned 

to _ (Airline) 

under  this  agreement  has  been  transferred 
to  AF  2275  APO  by  authority  contained  in 
Message  No. _ _  Headquarters,  Air  Ma¬ 

teriel  Command,  Wright-Patterson  Air  Force 
Base,  Ohio,  on  AF  Form  104B,  “USAF  Requi¬ 
sition  and  Shipping  Document,”  attached 
to  and  made  a  part  hereof. 


§  1013.2002-2  Bailment  agreement  to 
be  utilized  for  the  bailment  of  aircraft 
engine (s)  and/or  components  for  use 
of  civil  air  carriers  at  a  U.  S.  Air  Force 
base. 


,  Bailment  Agreement 

AIRCRAFT  ENGINE  AND/OR  COMPONENTS  FOR  USE 
OF  CIVIL  AIR  CARRIERS,  AT  A  U.  S.  AIR  FORCE 
BASE,  AND  FOR  THE  PAYMENT  THEREOF 


(Date) 

Whereas, _ (Airline) 

of - (Address) 

hereafter  referred  to  as  the  Bailee,  is  the 

- (Owner  or  operator) 

of  the - (Type) 

civil  aircraft,  U.  S.  Registration  No.  _ _ _ 

grounded  at _ Air 

Force  Base  because  of _ _ 

(Failure  or  loss)  of  engine(s),  and 
Whereas,  the  Bailee,  operating  under  Mili¬ 
tary  contract  _ _ has  landed  at _ 

Air  Force  Base,  and  has  requested  loan  of 

- engine (8)  from  the  U.  S.  Air  Force, 

hereafter  referred  to  as  the  Bailor,  and 
Whereas,  approval  for  issue  of  engine  (s) 
under  above  contract  has  been  obtained  from 

the  Commander,  _ _ 

(Name  of  Air  Force  Base)  for  the  loan  to 

.  (Airline)  of. 

the  following  Air  Force  engine  (s): 


Manufacturer 


Type 


Total  engine  hour , 
since  last  overhaul 


T 


Whereas,  it  has  been  determined  that  the 
loan  of  such  engine (s)  is  necessary,  by  rta 
son  of  an  emergency,  to  the  continuance  of 
such  aircraft  on  its  course  to  the  nearer  l 
airport  operated  by  private  enterprise,  «• 
authorized  by  Act  of  May  20,  1926  (44  stat 
571,  49  U.  S.  C.  175);  /QM 

Now,  therefore,  in  consideration  of  the 
promises  and  the  mutual  covenants  and 
agreements  herein  contained,  and  for  other 
good  and  valuable  consideration,  the  partiee 
hereto  agree  as  follows: 

1.  a.  Bare  engines  only  will  be  loaned. 

b.  No  exchange  or  trade  of  engines  is  in. 
volved. 

c.  The  Bailor  neither  accepts  responsibil. 

Ity,  nor  will  it  be  held  liable,  for  operational 
failure  of  the  loaned  engine(s).  ,  j 

d.  The  Bailor  neither  accepts  responsibil- 
ity,  nor  will  it  be  held  liable,  for  the  loss « 
damage  of  the  Bailee’s  engine (s)  left  at  the 
Bailor’s  installation. 

e.  Removal  of  the  Bailee’s  engine (s)  from 
the  Bailor’s  premises  will  be  accomplished 
within  a  reasonable  time,  not  exceeding 

_ days  from  date  hereof,  at  no  expense 

to  the  Bailor. 

2.  In  consideration  of  the  loan  of  the 
above  enumerated  engine ( s),  delivery  of 
which  is  acknowledged  upon  signature  hereto 
of  a  duly  authorized  representative  of  the 
Bailee,  the  Bailee  promises  and  agrees: 

a.  To  pay  to  the  Bailor,  for  total  hours 
of  utilization  of  the  engine(s)  at  an  hourly 
rate  based  on  the  Bailor’s  average  engine 
hour  maintenance  cost  for  the  type  and 
model  of  the  loaned  engine(s). 

b.  To  pay  to  the  Bailor  all  costs  involved 
when  Air  Force  personnel  are  required  to 
install  the  engine(s)  loaned  to  the  Bailee, 

c.  To  demount  the  Bailor’s  engine^),  \ 
from  the  Bailee’s  aircraft  within  5  days 
from  receipt  of  notice  from  the  Contracting 
Officer,  directing  its  return  to  the  Govern¬ 
ment.  Prepare  said  engine (s)  for  shipment 
in  accordance  with  U.  S.  Air  Force  proce¬ 
dure,  and  at  the  expense  of  the  Bailee  ship 
said  engine(s)  to  such  Air  Force  overhaul 
depot  or  other  Air  Force  installation  as  may 
be  designated  by  the  Commander,  Air  Mate¬ 
riel  Command. 

d.  To  pay  the  Bailor  all  costs  arising  from 
repair  of  any  engine(s)  damaged  while  in 
the  possession  of  the  Bailee  or  in  the  return 
shipment,  which,  in  the  judgment  of  the 
overhauling  depot,  can  be  economically  re¬ 
paired,  including  the  cost  of  all  necessary 
repair  parts,  labor,  and  other  operating  ex¬ 
penses  incidental  thereto. 

e.  To  pay  to  the  Bailor  a  sum  equal  to  the  I  F 
total  cost  of  replacement  of  the  type  and  I  F 
model  of  engine(s)  on  loan  under  this  agree-  I  <1 
ment  when  such  engine (s)  has  (have)  been 
lost  or  in  the  judgment  of  the  overhaul  depot 
has  (have)  been  damaged  beyond  economiai 
repair  while  in  the  possession  of  the  Bailee 
or  in  the  return  shipment  of  the  engine(i) 
to  the  designated  Air  Force  installation.  This 
paragraph  will  not  be  effective  in  any  In¬ 
stance  where  there  is  a  confliction  of  contract 
requirements. 

f.  The  Bailee  will  ship  the  Bailor’s  en¬ 
gine  (s)  within  5  days  of  receipt  of  notice 
from  the  Contracting  Officer,  directing  it» 
return  to  the  Government,  to  the  Air  For« 
installation  as  directed  by  the  Command. 

Air  Materiel  Command,  Wright-PattOT* 

Air  Force  Base,  Ohio. 


Serial 

No. 
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To  pay  to  the  Bailor  a  daily  rental  of 
if  for  each  day  or  fraction  thereof  delay  in 
*  turn  shipment  of  the  engine (s)  in  accord- 
IJL  with  f  above. 

h  To  pay  all  fees  and  charges  promptly  to 
Jadauarters,  Air  Materiel  Command. 
wrleht-Patterson  Air  Force  Base.  Ohio. 

3  Officials  not  to  benefit.  No  member  of 
’^Delegate  to  Congress,  or  Resident  Com¬ 
missioner,  shall  be  admitted  to  any  share  or 
jartof  this  contract,  or  to  any  benefit  that 
jaw  arise  therefrom;  but  this  provision  shall 

ot  be  construed  to  extend  to  this  contract 
“  made  with  a  corporation  for  its  general 
benefit. 

4  Disputes.  Except  as  otherwise  provided 
in  this  contract,  any  dispute  concerning  a 
ouestion  of  fact  arising  under  this  contract 
which  is  not  disposed  of  by  agreement  shall 
he  decided  by  the  Contracting  Officer,  who 
shall  reduce  his  decision  to  writing  and  mail 
a  otherwise  furnish  a  oppy  thereof  to  the 
Bailee.  Within  30  days  from  the  date  of 
receipt  of  such  copy,  the  Bailee  may  appeal 
by  mailing  or  otherwise  furnishing  to  the 
Commanding  Officer  a  written  appeal  ad¬ 
dressed  to  the  Secretary,  and  the  decision  of 
the  Secretary  or  his  duly  authorized  repre¬ 
sentative  for  the  hearing  of  such  appeals 
shall,  unless  determined  by  a  court  of  compe¬ 
tent  Jurisdiction  to  have  been  fraudulent, 
arbitrary,  capricious,  or  so  grossly  erroneous 
si  necessarily  to  imply  bad  faith,  be  final  and 
conclusive:  Provided,  That,  if  no  such  appeal 
is  taken,  the  decision  of  the  Contracting 
Officer  shall  be  final  and  conclusive.  In  con¬ 
nection  with  any  appeal  proceeding  under 
this  clause,  the  Bailee  shall  be  afforded  an 
opportunity  to  be  heard  and  to  offer  evidence 
in  support  of  its  appeal.  Pending  final  de¬ 
cision  of  a  dispute  hereunder,  the  Bailee  shall 
proceed  diligently  with  the  performance  of 
the  contract  and  in  accordance  with  the  Con¬ 
tracting  Officer’s  decision. 

5.  Labor  provisions.  The  following  labor 
provisions  shall  apply  to  such  portion  of  this 
bailment  agreement  which  is  performed 
within  ^he  continental  limits  of  the  United 
States. 

a.  Eight-hour  Law  of  1912.  This  contract, 
to  the  extent  that  it  is  of  a  character  speci¬ 
fied  in  the  eight-hour  law  of  1912,  as  amended 
(40  U.  S.  Code  324-326 ) ,  and  is  not  covered 
by  the  Walsh -Healey  Public  Contracts  Act 
(41 U.  8.  Code  35-45) ,  is  subject  to  the  follow¬ 
ing  provisions  and  exceptions  of  said  eight- 
hour  law  of  1912,  as  amended,  and  to  all 
other  provisions  and  exceptions  of  said  law : 

No  laborer  or  mechanic  doing  any  part  of 
the  work  contemplated  by  this  contract,  in 
the  employ  of  the  Bailee  or  any  subcon¬ 
tractor  contracting  for  any  part  of  the  said 
work,  shall  be  required  or  permitted  to  work 
more  than  8  hours  in  any  1  calendar  day 
upon  such  work,  except  upon  the  condition 
that  compensation  is  paid  to  such  laborer 
or  mechanic  in  accordance  with  the  pro¬ 
visions  of  this  clause.  The  wages  of  every 
such  laborer  and  mechanic  employed  by  the 
Bailee  or  any  subcontractor  engaged  in  the 
performance  of  this  contract  shall  be  com¬ 
puted  on  a  basic  day  rate  of  8  hours  per 
day;  and  work  in  excess  of  8  hours  per  day 
is  permitted  only  upon  the  condition  that 
every  such  laborer  and  mechanic  shall  be 
compensated  for  all  hours  worked  In  excess 
of  8  hours  per  day  at  not  less  than  one  and 
one-half  times  the  basic  rate  of  pay.  For 
each  violation  of  the  requirements  of  this 
clause  a  penalty  of  $5  shall  be  imposed  upon 
the  Bailee,  for  each  such  laborer  or  me¬ 
chanic  for  every  calendar  day  in  which  such 
employee  is  required  or  permitted  to  labor 
more  than  8  hours  upon  said  work  without 
receiving  compensation  computed  in  ac¬ 
cordance  with  this  clause;  and  all  penalties 
thus  imposed  shall  be  withheld  for  the  use 
and  benefit  of  the  Government. 

b.  Nondiscrimination  in  employment.  In 
connection  with  the  performance  of  work 


under  this  contract,  the  Bailee  agrees  not  to 
discriminate  against  any  employee  or  appli¬ 
cant  for  employment  because  of  race,  creed, 
color,  or  national  origin;  and  further  agrees 
to  insert  the  foregoing  provision  in  all  sub¬ 
contracts  hereunder  except  subcontracts  for 
standard  commercial  supplies  or  for  raw 
materials. 

c.  Convict  labor.  In  connection  with  the 
performance  of  work  under  this  contract,  the 
Bailee  agrees  not  to  employ  any  person 
undergoing  sentence  of  Imprisonment  at 
hard  labor. 

6.  Covenant  against  contingent  fees.  The 
Bailee  warrants  that  no  person  or  selling 
agency  has  been  employed  or  retained  to 
solicit  or  secure  this  contract  upon  an  agree¬ 
ment  or  understanding  for  a  commission, 
percentage,  brokerage,  or  contingent  fee,  ex¬ 
cepting  bona  fide  employees  or  bona  fide 
established  commercial  or  selling  agencies 
maintained  by  the  Bailee  for  the"  purpose  of 
securing  business.  For  breach  or  violation 
of  this  warranty  the  Government  shall  have 
the  right  to  annul  this  contract  without  lia¬ 
bility  or  in  its  discretion  add  to  the  contract 
price  or  consideration  the  full  amount  of 
such  commission,  percentage,  brokerage,  or 
contingent  fee. 

In  witness  whereof,  the  parties  hereto 

have  executed  this  contract  this - 

day  of _ * -  195 - - 

The  United  States  of  America, 

By - - - - - - - 

(Contracting  Officer) 
Bailor 

By . — . 


(Official  Title) 

Bailee  • 

I,  _ _ _  certify  that  I  am 

the _ of  (Bailee)  and  that  as 


such  I  am  authorized  to  execute  the  fore¬ 
going  agreement  on  behalf  of  such  bailee. 

Accountability  for  the  engine (s)  loaned  to 

_ (Airline)  under  this 

agreement  has  been  transferred  to  AF  2275 
APO  by  authority  contained  in  Message  No. 

_ _  Headquarters,  Air  Materiel  Command, 

Wright-Patterson  Air  Force  £ase,  Ohio,  on 
AF  Form  104B,  “USAF  Requisition  and  Ship¬ 
ping  Document,”  attached  to  and  made  a 
part  hereof. 

§  1013.2003  Interagency  transfers  of 
property  for  bailment,  (a)  Government 
property  other  than  AF  may  be  bailed  to 
contractors  in  accordance  with  this  part 
for  use  in  performance  of  AF  contracts, 
including  those  issued  as  a  result  of  a 
DD  Form  448,  “Military  Interdepart¬ 
mental  Purchase  Request  (MIPR) ,”  pro¬ 
vided  prior  written  approval  is  obtained 
from  the  cognizant  service.  Such  prop¬ 
erty  is  first  transferred  to  the  Air  Force 
on  an  interagency  agreement.  AFPI 
Form  22C  will  not  be  initiated  prior  to 
accomplishment  of  the  interagency 
agreement. 

(b)  AF  property  may  be  available  to 
other  Government  agencies  for  purpose 
of  bailment.  Transfer  of  such  property 
will  be  accomplished  under  the  provisions 
of  an  interagency  agreement. 

(c)  AF  property  in  a  contractor’s  pos¬ 
session  under  the  provisions  of  an  AF 
bailment  agreement  may  be  made  avail¬ 
able  for  use  under  a  contract  between 
another  Government  agency  and  the 
contractor  by  amending  the  AF  bailment 
contract  with  the  contractor  to  so  pro¬ 
vide.  An  interagency  agreement  will  not 
be  necessary  in  these  instances. 

SUBPART  X— FACILITY  EXPANSION  PROCEDURE 

§  1013.2401  General .  Facilities  leases 
are  not  authorized  when  the  contractor 
is  to  be  reimbursed  for  facilities  costs 


unless  approved  by  the  Secretary.  Fa¬ 
cilities  contracts  are  used  whenever  the 
contractor  is  to  be  reimbursed  for  facili¬ 
ties  costs. 

§  1013.2402  Procedure.  Where  addi¬ 
tional  facilities  are  required,  every  effort 
will  be  made  to  select  sources  that  dem¬ 
onstrate  a  willingness  and  ability  to  pro¬ 
vide  facilities.  Air  Force  contractors 
(and  subcontractors)  are  expected  to 
furnish  such  support  unless  it  is  other¬ 
wise  determined  to  be  in  the  best  interests 
of  the  government  or  where  contractors 
can  show  that  the  economic  risks  do  not 
justify  further  private  participation. 
Contractors  should  be  informed  of  the 
possible  advantages  through  providing 
their  own  facilities  by  use  of  Certificates 
of  Necessity  and  methods  of  deprecia¬ 
tion  now  authorized  for  federal  income 
tax  purposes.  AF  contractors  furnish¬ 
ing  their  own  facilities  are  normally  en¬ 
titled  to  more  profit  considerations  in 
the  negotiation  of  prices  and  profits 
(§  1003.703  of  this  subchapter).  Facility 
expansion  projects  normally  will  be  ini¬ 
tiated  as  a  result  of  existence  of  one  of 
the  following  conditions:  Situations  in 
which  procurement  personnel  are  un¬ 
able  to  locate  contractors  having  or  will¬ 
ing  to  provide  capacity  required  to  meet 
procurement  programs,  prime  contrac¬ 
tors  unable  to  locate  subcontractors  hav¬ 
ing  or  willing  to  provide  capacity  to  meet 
production  requirements,  and  shortages 
of  supply  items  or  components  in  gen¬ 
eral  use  by  a  large  segment  of  the  air¬ 
craft  industry,  and  where  an  exhaustive 
search  has  failed  to  disclose  a  source  or 
supplier  having  or  willing  to  provide  the 
required  capacity.  In  general  the  inabil¬ 
ity  of  industry  to  provide  facilities  rather 
than  unwillingness  will  be  the  basis 
for  initiation  of  Government  financed 
expansions. 

(a) .  Screening  idle  and  industrial  re¬ 
serve  equipment.  The  contractor  will 
screen  idle  equipment  lists  according  to 
AMCM  69-1  at  the  appropriate  AMA 
headquarters  and  at  Production  Equip¬ 
ment  Redistribution  Group  (PERG), 
Department  of  Defense  (DOD),  Wash¬ 
ington,  D.  C.,  upon  the  authorization  of 
the  air  procurement  district  or  AF  plant 
representative  as  such  authority  may  be 
delegated.  Allocation  of  equipment 
selected  will  be  requested  by  the  con¬ 
tractor  through  and  with  the  concur¬ 
rence  of  the  air  procurement  district 
according  to  AMCM  69-1.  The  contrac¬ 
tor  will  verify  the  characteristics  of  the 
selected  equipment  and  certify  that  it 
will  satisfactorily  meet  his  requirements, 
and  that  the  equipment  will  be  accepted 
according  to  the  terms  of  his  facilities 
contract  or  lease. 

(b)  Subcontract  structure.  Prime 
contractors  will  be  required  to  submit 
their  contract  structure  showing  all 
major  subcontractors,  production  items, 
and  production  rates  to  Hq.,  AMC  for 
approval  of  sources  and  capabilities. 

(c)  Approval  by  administrative  con¬ 
tracting  officer  of  procurement  subcon¬ 
tracts  which  require  additional  facili¬ 
ties.  Before  approving  a  procurement 
subcontract,  the  administrative  con¬ 
tracting  officer  will  require  the  prime 
contractor  to  submit  to  the  administra¬ 
tive  contracting  officer  a  signed  subcon- 
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tractor  Facility  Expansion  Capability 
Report  indicating  the  following :  Wheth¬ 
er  the  selected  subcontractor  will  re¬ 
quire  additional  facilities  and  if  so  the 
estimated  cost  by  Appendix  A,  Industrial 
Facilities;  any  financial  assistance 
which  will  be  required  by  the  subcon¬ 
tractors;  evidence  showing  the  extent  of 
the  investigation  of  other  potential 
sources  made  by  the  prime  contractor 
including  name  of  each  source  investi¬ 
gated,  amount  of  Government-furnished 
facilities  required  by  each,  unit  price  of 
product,  peak  capacity,  etc.;  a  descrip¬ 
tion  of  the  product  including  tolerances 
and  material  specifications  detailed 
enough  so  that  other  potential  subcon¬ 
tractors  will  be  able  to  determine  their 
capacity  to  produce  it;  and  delivery 
schedules.  The  AF  plant  representative 
and  air  procurement  district  will  screen 
the  region  for  the  purpose  of  locating 
additional  sources  that  would  require 
less  facilities  and  send  such  information 
to  the  administrative  contracting  officer. 
AMA  headquarters  will  screen  the  other 
air  procurement  districts  for  potential 
sources  and  will  request  lists  of  other 
potential  sources  located  outside  its  own 
area.  These  sources  will  be  furnished 
to  the  administrative  contracting  officer 
through  the  AMA.  The  administrative 
contracting  officer  will  forward  the  in¬ 
formation  to  the  prime  contractor  and 
advise  him  to  screen  the  additional 
sources  and  to  indicate  to  the  adminis¬ 
trative  contracting  officer  such  sources 
as  he  considers  suitable  for  the  perform¬ 
ance  of  the  subcontract. 

(d)  Minor,  subcontractors  and  sup - 
pliers.  Other  subcontractors  and  sup¬ 
pliers  not  known  at  the  time  of  negotia¬ 
tion  of  the  prime  procurement  contract 
will  submit  applications  and  Appendices 
“A”  (11  copies)  for  Government-pro¬ 
vided  facilities  required  by  them  direct 
to  the  air  procurement  district  in  whose 
area  they  are  located.  While  under  re¬ 
view,  if  the  procedure  in  paragraph  (c) 
of  this  section  has  not  been  complied 
with,  the  air  procurement  district  will 
request  from  the  air  materiel  area  a 
list  of  available  sources  who  have  ca¬ 
pacity  for  the  proposed  production.  The 
air  materiel  area  will  in  turn  request  a 
similar  list  as  to  sources  outside  the  area. 
These  additional  sources  will  be  screened 
to  determine  if  any  can  perform  the  pro¬ 
posed  production  with  less  Government- 
Furnished  Facilities  than  the  original 
applicant. 

(e)  Facilities  leases.  In  facilities  ex¬ 
pansions  where  the  Government  is 
furnishing  only  existing  Government- 
owned  machinery  and  equipment  to 
contractors  and  suppliers  for  the  per¬ 
formance  of  Government  contracts,  the 
machinery  and  equipment  may  be 
covered  by  a  standard  short  form  facili¬ 
ties  lease  agreement  which  will  be  ac¬ 
complished  and  processed  by  the  air 
materiel  area  according  to  Subpart  DD 
of  this  part. 

(f)  Requisitioning  equipment  from 
depot  supply  stock.  Where  equipment 
urgently  required  for  AF  industrial  in¬ 
stallations  cannot  be  secured  on  the 
open  market  but  is  available  in  depot 
supply  stock,  the  appropriate  air  materiel 
area  will  requisition  such  items  from 


the  administrative  contracting  officer  or  (a)  Contractor  (or  subcontractor) 
air  procurement  district  permitting  the  name  (legal  title),  and  address;  corn- 
contractor  to  purchase  mandatory  items  pany  representative  to  contact,  tele" 
and  such  other  items  as  may  be  ob-  phone  number,  and  extension;  type  0; 
tained  at  less  cost  directly  from  Federal  company  organization  (corporation 
Supply  Schedules  or  General  Services  partnership,  etc.) ;  state  in  which  in. 
Administration.  corporated,  if  applicable. 

§  1013.2403  Preliminary  and  formal  <b'.  Location  of  proposed  facilities  ex- 
applications  for  facilities.  pansion;  indicate  whether  site  privately. 

owned  or  Government-owned;  if  QcV. 

§  1013.2403-1  Preliminary  facilities  ernment-owned,  list  the  Government 
application.  The  preliminary  facilities  agency  that  has  jurisdiction.  Describe 
application  is  used  to  establish  the  early  briefly  the  availability  of  labor,  power 
identification  of  facilities  projects  for  fuel,  water,  sewage  disposal,  housing’ 
planning  and  budgeting  purposes  and  transportation,  etc.,  considering  the 
for  initiating  facility  expansions  In  planned  peak  rates  to  be  attained.  State 
directed  programs.  The  preliminary  ap-  the  advantage  of  the  proposed  geo- 
plication  is  prepared  by#  contractors  or  graphic  location. 

AF  sponsoring  activities  for  each  facili-  (c)  Purpose  of  expansion:  Where  ap- 
ties  project  by  individual  location  and  phcable,  identify  R  &  D  system  to  be  de- 
by  fiscal  year  requirements.  It  will  en-  veloped,  tested,  or  produced  and  give 
able  contractors  who  are  producing  or  project  number;  list  production  program 
plan  to  produce  military  items  for  the  items  (aircraft,  missiles,  engines,  fuels, 
Air  Force  to  furnish  AMC  with  their  etc.)  to  be  supported, 
projected  facilities  plans.  Also,  the  pre-  (d)  Basis  of  need: 

liminary  application  is  a  means  whereby  <d  Reference  to  approved  programs 

the  AF  sponsoring  activities  may  submit  or  T/O  and  E’s  from  which  need  for  fa- 
future  facilities  requirements,  covering  cilities  directly  arises.  Relationship  of 
end  item  programs  which  are  directed  this  project,  including  phasing,  to  other 
to  become  production  items  or  work,  and  elements  of  the  same  overall  weapons 
as  such  may  be  supported  by  industrial  systems  program, 
facilities  funds.  The  preliminary  appli-  (2)  with  reference  to  end  items: 

cation  may  lack  the  complete  descrip-  a)  Specify  phase,  whether  R  &  D,  test 

tions  of  facilities,  however,  the  over-all  model,  dr  production  for  inventory.  If 
plans  for  accomplishing  the  end  item  of  the  end  item  is  in  production,  or  sched- 
work  should  provide  reasonable  cost  uied  for  production,  the  description 
estimates.  For  end  item  projects  which  should  include: 

are  sufficiently  advanced  to  enable  the  <a>  present  production  rate  for  this 
contractors  to  furnish  complete  details  end  item,  in  terms  of  units  per  month 
and  justifications,  the  formal  applica-  indicate  shift  basis, 
tion  (§§  1013.2403-2  and  1013.2404)  and  (&>  Maximum  production  rate  that 
submission  procedures  (§  1013.2402)  can  he  produced  with  current  facilities 
should  be  followed.  The  preliminary  per  month.  Indicate  shift  basis, 
facilities  application  consists  of  an-  (c)  Maximum  production  rates,  in- 
g_raphs  (a*.  through  (f  eluding  the  present  and  proposed  expan- 
of  s  1013.2403-2  as  applicable  lo  the  Sjon  per  month.  Indicate  shift  basis, 
proposed  facilities  expansion.  (e)  Estimated  cost  of  facilities  by  th« 

§  1013.2403-2  Contractor’s  formal  ap-  following  schedule  categories  (s« 
plication  for  facilities.  A  separate  for-  §  1013.2404  for  description),  and  pro- 
mal  application  for  Government-pro-  jected  dates  when  funds  are  required: 


Program  year  estimated 


Total  budget 


Project  schedules 


Total 

proj«t 

amount 


1st 

quarter 
July  1 


4tli 

quarter 
April  1 


Program 

year 

amount 


Next 
fiscal  year 
July  1 


Follow- 

on 

funds 


quarter 
October  l! 


quarter 
January  1 


I.  Land,  etc . . 

II.  Buildings,  etc . 

III.  Machinery,  etc _ 

IV.  Portable  Tools,  etc 

V.  Installation . 

VI.  Indirect _ _ 


Totals. 


(f)  Explain  briefly  the  types  of  con-  long  lead  time  items,  architect  and  engi- 
struction  or  equipment  required  and  neering,  and  engineering  consultant 
method  of  computation  used  for  develop-  services,  others,  as  applicable.  Also,  in- 
ing  the  estimated  cost  for  each  schedule  elude  target  dates  for  acquiring  the 
reflected  under  paragraph  (e)  of  this  facilities  or  services.  Nonseverable  facil- 
section.  Give  details  regarding  critical  ities  (which  can  generally  be  identified 


,nd  n>  will  not 


Saturday,  March  1,  1958 
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Item  No.  (c-1)  Land  installations  faff 
site) : 

(Itemized  and  give  individual 
cost  of  each  item — sufficient  de¬ 
scription  must  be  furnished  to 
justify  cost  as  noted.) 

If  there  are  costs  for  u  till  tie* 
railroad  extensions,  etc.,  necessarj 
but  not  on  property  owned  or  con! 
trolled  by  the  Government  and 
leased  to  the  contractor,  such  costa 
must  be  included  in  this  section. 
An  attempt  should  be  made  to  get 
utility  companies,  railroad  com¬ 
panies,  etc.,  to  absorb  all  or  part 
of  the  costs  of  such  items,  if  no 
portion  of  the  cost  of  such  item* 
will  be  paid  by  the  utilltyor  rail¬ 
road  company,  statement  of  re¬ 
fusal  to  pay  such  cost,  signed  bv 
an  official  of  such  company,  must 
be  included. 

Where  the  Government  is  re- 
quested  to  pay  for  all  or  part  of 
such  off -site  installation  costs,  a 
definite  statement  from  tl»  ap¬ 
plicant  Justifying  the  necessity 
for  such  costs  must  be  included. 
Cross  reference  from  description* 
to  exhibits  must  be  made  in  order 
that  details  may  be  made  per- 
fectly  clear.  In  each  such  case  an 
agreement  for  partial  or  complete 
reimbursement  or  an  easement 
protecting  the  interest  of  the  Gov¬ 
ernment  must  be  negotiated  and 
included  in  the  facilities  contract 
Total  schedule  II  (c-1) _ txx.xxx 

Instructions  for  Listing  Schedule  III  Item 

1.  These  instructions  are  to  establish  a 
standard  for  listing  all  proposed  items  of  ma¬ 
chinery  and  equipment.  In  order  to  prop¬ 
erly  evaluate  a  list  of  equipment  requested, 
for  any  project,  it  is  absolutely  necessary  for 
each  item  to  be  described  so  that  it  can  be 
identified  readily. 

2.  A  satisfactory  description  should  in¬ 
clude  the  following  data: 

a.  Manufacturer’s  name. 

b.  Manufacturer’s  model  number. 

c.  Complete  nomenclature  and  description 
of  size  and  capacity,  type  (plain  universal, 
knee  or  bed,  vertical,  horizontal,  etc.),  num¬ 
ber  of  spindles,  working  heads  or  units,  etc. 
(where  applicable),  Including  any  special 
features. 

d.  Electrical  characteristics  (110  v,  220  v, 
440  v,  3  phase,  60  cycle,  AC  or  DC,  etc.). 

e.  Any  other  information  necessary  to  com¬ 
pletely  identify  items  desired. 

f.  Possible  substitutions  in  order  of  de¬ 
sirability. 

g.  Date  of  delivery  for  each  item  as  re¬ 
quired  to  meet  delivery  schedule  of  the  con¬ 
tract  in  question. 

h.  Estimated  delivered  cost  of  each  item. 

i.  Full  17-digit  Standard  Commodity  Clas¬ 
sification  Code  as  listed  in  Directory  al 
Metalworking  Machinery  published  by  the 
Munitions  Board  Cataloging  Agency.  Be¬ 
lated  production  equipment  will  also  be 
coded  to  the  full  17  digits.  Codes  can  be 
obtained  from  the  “National  Military  Estab¬ 
lishment  Classification  of  Equipment  for  In¬ 
ventory  Control”  and  the  “Federal  Supply 
Code  for  Manufacturers,”  dated  November 
1951.  These  directories  may  be  obtained 
from  the  air  procurement  district  having 
jurisdiction  over  the  geographical  area  in 
which  plant  is  situated. 

J.  Give  specific  nomenclature  in  all  cases. 
For  example :  welders — indicate  whether  spot, 
arc,  butt,  flash,  the  manufacturer,  throat 
size,  electrical  characteristics,  frame  size; 
furnaces — manufacturer,  model,  size  and 
capacity,  electrical  specifications,  whether 
gas,  oil,  or  electrically  fired,  etc.  Size  and 
capacity  can  be  given,  along  with  complete 
nomenclature,  even  though  model  may  not 
be  applicable,  for  all  items  or  related  pro¬ 
duction  equipment. 


map,  print,  or  drawing,  must  be 
furnished  as  exhibit  1,  showing  lo¬ 
cation  of  plant  in  relation  to  ad¬ 
jacent  terrain  features  such  as: 
airports,  highways,  railroads, 
power  lines,  etc.,  with  appropriate 
identifying  designation  of  each. 
Another  print  or  drawing  must  be 
furnished  as  exhibit  2  showing 
plot  plan  in  detail.  Cost  of  land 
will  include  all  estimated  costs  of 
sale  which  are  payable  by  pur¬ 
chaser.  . 

Total  schedule  I  (a) _ $xxx,  xxx 

Item  No.  (b)  Land  improvements: 

(Itemize  and  give  individual 
cost  of  each  item — sufficient  de¬ 
scription  must  be  furnished  to 
justify  cost  as  estimated.) 

This  will  include  improvements 
such  as  leveling,  grading  and 
drainage,  and  any  other  items  not 
subject  to  depreciation.  Full  de¬ 
tails  of  each  item  must  be  given 
and  location  of  each  shown  on  plot 
plan — exhibit  2. 

Total  schedule  I  (b) _ $xxx,  xxx 

Total  schedule  I _ 1 _ $xxx,  xxx 

Schedule  II — Buildings,  etc. 

Item  No.  (a)  Buildings: 

(Itemize  and  give  individual 
cost  of  each  item — sufficient  de¬ 
scription  must  be  furnished  to 
Justify  cost  as  estimated.) 

This  will  include  a  full  list  of 
structures,  with  complete  descrip¬ 
tion  and  estimated  cost  of  each 
unit.  One  or  more  prints  or 
sketches  must  be  furnished  as  an 
exhibit  showing,  for  each  building, 
the  proposed  type  of  structure, 
floor  plan  and  elevations,  with 
brief  memorandum  specifications. 
One  complete  plot  plan  must  be 
furnished  as  an  exhibit  showing 
proposed  location  of  all  buildings 
in  relation  to  complete  plant. 

Cross  references  from  descrip¬ 
tions  to  exhibits  must  be  made 
where  necessary  to  make  details 
absolutely  clear. 

Total  schedule  II  (a) _ $x,  xxx,  xxx 

Item  No.  (b)  Building  installations  (not 
mechanical) : 

(Itemize  and  give  individual 
cost  of  each  item — sufficient  de¬ 
scription  must  be  furnished  to 
justify  cost  as  estimated.) 

This  covers  all  installations  of 
electric  power  and  illumination, 
plumbing,  heating,  air  condition¬ 
ing,  sprinkler  systems,  etc.,  usually 
including  in  building  costs,  with 
the  exception  of  power  lines,  water 
lines,  etc.,  outside  of  the  building 
itself  which  are  to  be  included  in 
Schedule  II  (a)  and  (c^l).  Items 
listed  here  should  refer  to  the  in¬ 
dividual  buildings  as  listed  in 
Schedule  II  (a)  above,  and  must 
be  described  in  sufficient  detail  for 
cost  evaluation. 

Total  schedule  II  (b) _ $xxx,  xxx 

Item  No.  (c)  Land  installations  (on  site): 

(Itemize  and  give  individual  cost 
of  each  item — sufficient  descrip¬ 
tion  must  be  furnished  to  justify 
cost  as  noted.) 

Included  in  this  classification 
are  paving  of  yards,  runways, 
parking  areas,  etc.,  fencing  of 
property,  utilities  improvements, 
and  spur  tracks  on  areas  outside  of 
buildiflgs  but  on  property  owned 
or  controlled  by  the  Government 
and  leased  to  the  contractor. 
Give  full  details  of  each  item  and 
show  location  of  each  or  plot 
plan — exhibit  2. 

Total  schedule  II  (c) _ $xx,  xxx 


(4)  With  respect  to  test  facilities,  are  Gov¬ 
ernment-owned  facilities  available,  and  if  s<\ 
why  are  they  not  being  used? 

(5)  Can  production  be  effected  in  Govern¬ 
ment-owned — Government -operated  facili¬ 
ties,  e.  g.,  arsenals,  shipyards,  or  rehabilitated 
facilities,  except  for  production  for  inventory. 

(r)  Reference  to, facilities  clause  in 
the  Government  procurement  contract. 
Where  applicable,  quote  the  •  facilities 
clause  in  the  procurement  (end  item) 
contract  which  refers  to  the  facilities  to 
be  provided.  Also  give  procurement 
contract  number  and  date  effected  or 
anticipated  date  of  procurement  contract 
coverage. 

§  1013.2404  Appendix  A,  industrial 
facilities.  This  is  a  guide  form  and  will 
be  followed  in  the  preparation  of  Appen¬ 
dix  A  by  the  contractor. 

Appendix  A 

INDUSTRIAL  FACILITIES 

Date _ — 

Name  and  Address  of  Company 

Nature  of  facilities:  (Insert  here  the  types  of 
proposed  facilities  such  as  hangars,  ware¬ 
house,  machine  tools,  etc.) 

Location:  (Address  where  facilities  are  tc)  be 
located.) 

For  the  production  of:  (Give  brief  statement 
covering  items  to  be  produced  and  con¬ 
templated  peak  monthly  rate  of  production 
on  2-shift,  5-day  workweek.) 

SUMMARY  SHEET 

Schedule  I — Land  and  land  im-  Estimated 
provements :  ~  cost 

(a)  Land _  $xxx,  xxx 

(b)  Land  improvements -  xxx,  xxx 

Total _  xxx,  xxx 


Schedule  II — Buildings,  etc.: 

(a)  Buildings - 

(b)  Building  installations 

(not  mechanical) _ 

(c)  Installations  (onsite) _ 

(c-1)  Land  installations  (off 

-  site) _ 


Total 


Schedule  III — Machinery,  equip 
ment,  etc.: 

(a-1)  Machine  tools _ 

(a-2)  Production  equip¬ 


ment 


(b)  Building  installations 

(mechanical) _ 

(c)  Laboratory  and  testing 

equipment _ 

(d)  Miscellaneous  furniture 

and  equipment _ 


Total 


Schedule  IV — Portable  tools  and 
materials  handling  and  auto¬ 
motive  vehicles: 

(a)  Portable  tools _ 

(b)  Material  handling  and 

automotive  vehicles _ 


Total _ _ _ _ 

Schedule  V — Equipment  installa¬ 
tion  costs _ 

Schedule  VI — Indirect  costs 
(overhead)  _ 


Grand  total _ _ _ xx,  xxx,  xxx 

Schedule  I — Land  and  Land  Improvements 

Item  No.  (a)  Land: 

Give  legal  description  acreage, 
location,  and  estimated  cost.  A 
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RULES  AND  REGULATIONS 


were  the  owner  of  the  property),  the 
work  will  be  performed  and  reimbursed 
as  follows: 

(1)  Normally,  the  work  will  be  per. 
formed  at  Government  expense  under 
the  facilities  contract. 

(2)  When  the  work  is  determined  by 
the  ACO  to  be  “minor”  in  nature,  it  may 
be  approved  with  the  concurrence  of  the 
AFPR  or  chief,  APD. 

(3)  When  facility  funds  are  not  avail, 
able,  minor  construction  or  rehabilitation 
may  be  performed  at  contractor’s  ex. 
pense,  provided  that  the  ACO  determines 
with  the  concurrence  of  the  AFPR  0r 
chief,  APD,  that  immediate  accomplish¬ 
ment  or  start  of  construction  is  in  the 
best  interest  of  the  Air  Force,  in  such 
cases,  the  contractor  must  write  off  the 
costs  involved  for  Government  contract 
costing  purposes  according  to  his  normal 
approved  accounting  practices  as  if  the 
costs  had  been  incurred  in  a  contractor- 
owned  plant,  except  that  he  will  not  be 
required  to  write  off  such  items  over  a 
period  of  more  than  5  years.  Allocation 
of  such  costs  will  be  subject  to  approval 
by  the  ACO. 

(c)  Except  as  provided  in  paragraph 
(b)  of  this  section,  the  following  provi¬ 
sions  apply  to  all  construction  and/or 
building  rehabilitation  projects  to  be  ac¬ 
complished  at  industrial  facilities  under 
a  facilities  contract  with  appropriated 
Government  funds.  AF  contracting  offi¬ 
cers  may  authorize  major  construction  or 
building  rehabilitation  projects  only 
upon  prior  specific  approval  of  Hq  AMC. 

SUBPART  Z— INDUSTRIAL  REAL  ESTATE— 

'  ACQUISITION  AND  DISPOSAL 

§  1013.2603  Acquisition,  (a)  The  AF 
contractor  will  initiate  the  request  for 
additional  industrial  real  property  in  ac¬ 
cordance  with  Subpart  X,  of  this  part. 

(b)  The  following  factors  will  be  con¬ 
sidered  in  the  selection  of  real  property 
for  acquisition  of  industrial  sites: 

( 1 )  Fulfilling  the  requirement  with  the 
minimum  amount  of  real  property  neces¬ 
sary  therefor. 

(2)  Satisfying  the  requirement  with 
the  most  economical  property  suitable 
for  the  intended  purpose. 

(3)  Utilizing  property  allocated  for 
mobilization  when  the  original  mobiliza¬ 
tion  requirement  has  become  a  current 
requirement. 

SUBPART  BB — FACTUAL  APPENDICES 

§  1013.2801  Authority.  Each  facilities 
contract  provides  for  the  submission  cf 
“factual  appendices”  consisting  of  sum¬ 
maries  and  listings  of  facilities  actually 
provided  under  the  facilities  contract.' 

§  1013.2802  General,  (a)  Factual  ap¬ 
pendix  “A,”  summary  of  expenditure: 
See  §  1013.2802-1. 

(b)  A  cover  page  to  the  Factual  Ap¬ 
pendixes  will  be  included  providing  a 
certification  by  the  contractor  and  ap¬ 
proved  by  the  Administrative  Contract¬ 
ing  Officer  as  follows: 

To  the  best  of  my  knowledge  and  belief 
I  hereby  certify  that  the  submitted  factual 
appendix  is  correct  and  represents  the  fa- 


Facilities  contract 


Procurement  contract  * 


Schedule 


Government-owned 


Contractor-owned 

plant 


Schedule  III— Machinery  and  Equip¬ 
ment-Continued 

(a-2)  Related  production  equipment: 

1.  Electric  welding  machines - 

2.  Heat  treating  equipment . 

3.  Plating  equipment . 

4.  A  nodiring  equipment . 

(b)  Building  installations  (me¬ 

chanical): 

1.  Cranes . . . . . 

2.  Hoists  (air  and  electric) . . 

3.  Ventilating  and  exhaust  fans... 

4.  Conveyors . . . 

(c)  Laboratory  and  testing  equip¬ 

ment  (quality  control) . 


Yes  (including  crane 
supports  and  rails). 
Yes . . 


Yes  (excluding  crane 
supports  and  rails). 
Yes _ 


Do. 

Do. 

Do. 

Yes  (only  if  norma' 
life  is  less  than  4 
years  or  unit  cost 
less  than  $50). 


Yes  (Standard  items 
only  if  normal  life  is 
in  excess  of  4  years 
on  a  2-shift  5-day 
week  basis,  and 
unit  cost  over  $5001. 

Yes  (Standard  items 
only  if  normal  life  is 
in  excess  of  4  years 
on  a  2-shift  5 -day 
week  basis,  and 
cost  over  $500). 


Yes  (Standard  items 
only  if  normal  life  is 
in  excess  of  4  years 
on  a  2-shift  5-day 
week  basis,  and 
unit  cost  over  $500). 

Yes  (Standard  items 
only  if  normal  life  is 
in  excess  of  4  years 
on  a  2-shift  5-day 
week  basis,  and 
cost  over  $500). 


Yes  (only  if  normal 
life  is  less  than  4 
years  or  cost  less 
than  $50). 


1.  Electronic  testing  equipment. 


a.  Oscilloscopes . 

b.  Voltmeters,  ammeters. 

c.  Signal  generators . . 


2.  Hardness  testers. 


3.  Laboratory  ovens _ _ 

4.  Metallurgy  spectographs  and 

other  related  equipment. 

5.  Optical  comparators.. . . 

6.  Standard  gage6  and  inspection 

equipment. 

(d)  Miscellaneous  furniture  and 
equipment. 


Yes  (if  over  and  above 
contractor’s  normal 
peacetime  needs  as 
a  result  of  Govern¬ 
ment  contracts  and 
unit  cost  less  than 
$501. 

Do. 


Yes  (if  over  and  above 
contractor’s  normal 
peacetime  needs  as 
a  result  of  Govern¬ 
ment  contracts  and 
unit  cost  over  $500) . 


1.  Office  equipment  and  furni¬ 

ture. 

2.  Standard  steel  work  benches 

and  shelving. 

3.  Standard  steel  lockers . . 

4.  Cafeteria  equipment  (exclud¬ 

ing  dishes,  pairs,  etc.). 


5.  Hospital  equipment. 


6.  Time  clocks  and  card  racks.. 
Schedule  IV— Portable  tools  and  ma¬ 
terial  handling  and  automotive  ve¬ 
hicles: 

(a)  Portable  tools . . 


Yes  (if  standard  com¬ 
mercial  types  with 
life  in  excess  of  4 
years  on  a  2-shift  5- 
day  week  basis  and 
cost  in  excess  of 
$500). 

No . 


Yes  (if  standard  com¬ 
mercial  types  with 
life  in  excess  of  4 
years  on  a  2-shift  5- 
day  week  basis  and 
cost  in  excess  of 
$500). 

No..- . . 


Yes  (only  if  norma! 
life  is  less  than  4 
years  or  cost  less 
than  $50). 


1.  Powered  riveters,  impact 

wrenches,  screw  drivers 
drills,  etc. 

2.  Hand  tools . . . 

(b)  Material  handling  vehicles: 

1.  Fork  lift  trucks . 

2.  Tractor,  warehouse.. . . 

(c)  Automotive  vehicles: 

1.  Trucks,  standard  types . 


Yes  (Totally  Gpvern- 
ment-owned  plants 
only). 


Yes  (see  part  33  of 
this  section). 


2.  Fire  tracks,  crash 


Do. 

Do. 

Yes  (with  suitable 
clause  in  supply 
contract).: 

Yes. 


3.  Trucks,  gasoline 


4.  Sedans,  station  wagons . 

Schedule  V— Installation  costs _ _ _ 

(Schedule  III  and  IV  items). 

Other  costs,  preproduction  costs: 

Plant  and  office  rearrangement.  (In¬ 
cludes  light  fixtures,  plumbing, 
etc.). 

Plant  rehabilitation . 

Plant  layout  and  engineering  costs.. 

Plant  reconversion  costs _ 

Machine  tool  rehabilitation  from 
Government  reserves. 


No. 

Yes. 

No. 

Yes  (with  suitable 
clause  in  supply 
contract). 

No. 


Privately  owned, 


1  See  §  1013.2502  for  possible  exceptions. 

SUBPART  Y — INDUSTRIAL  REAL  PROPERTY — 
CONSTRUCTION,  REHABILITATION,  MODIFI¬ 
CATION,  AND  ALTERATION 

§  1013.2502  General  provisions.  Mod¬ 
ifications,  alterations,  or  additions  to 
Government-owned  real  property  pro¬ 
vided  to  a  contractor  under  the  terms  of 
a  facilities  contract  will  be  accomplished 
as  follows: 


(a)  All  work  of  a  capital  nature  must 
be  approved  by  the  ACO.  These  ap¬ 
provals  are  required  regardless  of 
whether  the  work  is  to  be  performed  with 
Government  or  contractor  funds. 

(b)  When  the  work  is  of  a  capital 
nature  (i.  e.,  of  a  type  that  would  be  capi¬ 
talized  under  the  contractor’s  approved 
accounting  practice  if  the  contractor 
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Total  is  available  for  purchase  (mandatory  item. 

5 1  Total  to  must  be  purchased  if  available)  by  Govern! 

date  ment  agencies  either  directly  from  the  Qen! 
eral  Services  Administration  or  under 
x  xxx.  xx  Federal  Supply  Schedules, 
x  xxx  xx  b-  The  issuance  of  tax  exemptions  certlfl. 

x  xxx  xx  cates  in  lieu  of  the  payments  of  state  or 

other  taxes  for  which  the  Government  (De. 
partment  of  the  Air  Force)  is  not  liable  on 
property  purchased  under  the  foregoing 
authorization. 

2.  This  authority  is  granted  for  the  per- 
xxx.  xx  formance  of  the  above  acts  only  and  is  not 
xxx.  xx  transferable  or  assignable  to  another. 


A.  GOVERNMENT  FURNISHED  PROPERTY — Continued 


Schedule  IX — Buildings,  etc: 

a.  Buildings - - - - - 

b.  Building  Installations  (not  mech.) 

c.  Leasehold  improvements - 

c— 1.  Off  leasehold  improvements - 


Total. 


XXX.  XX  XXXX. XX 


Schedule  III — Machinery,  equipment,  etc. 

a-1.  Machinery - - 

a-2.  Equipment - - - 

b.  Building  installation  (mech.) _ 

c.  Laboratory  and  testing  equipment. 

d.  Furniture  and  fixtures - 


(Contracting  Officer)"" 

SUBPART  DD — LEASING  OF  MACHINERY  AND 
INDUSTRIAL  EQUIPMENT 

§  1013.3001  General.  It  is  AF  policy 

to  lease  available  Government-owned 
machinery  and  equipment  to  eligible 
contractors,  subcontractors,  and  ven¬ 
dors  when  the  leasing  of  such  property 
is  essential  for  defense  production  or 
development  and  the  issuance  of  a  fa¬ 
cilities  contract  in  the  particular  case  is 
impractical  or  inappropriate.  In  addi¬ 
tion  to  the  other  restrictions  imposed 
hereby,  items  may  be  leased  only  if  75 
percent  or  more  of  the  production  or 
development  on  the  items  to  be  leased 
will  be  for  military  end  items  or  com¬ 
ponents.  Prior  to  the  issuance  of  any 
lease,  the  following  determinations  will 
be  made. 

(a)  Determination  of  availability. 
(1)  The  property  which  may  be  leased 
under  these  procedures  consists  of  ma¬ 
chine  tools  and  other  items  of  produc¬ 
tion  equipment  which  are  determined  to 
be:  (i)  Not  necessary  for  direct  use  by 
the  Air  Force  for  programmed  produc¬ 
tion,  maintenance  or  repair  require¬ 
ments,  operational  needs,  or  for  current 
or  reserve  inventories,  (ii)  not  surplus 
to  the  needs  of  the  Air  Force  within  the 
meaning  of  the  Act  of  October  3,  1944 
(58  Stat.  765),  (iii)  not  for  the  time 
being  required  for  public  use,  and  (iv) 
otherwise  available  for  lease  pursuant  to 
applicable  regulations,  directives,  or 
other  instructions.  - 

(2)  Other  property  will  not  be  con¬ 
sidered  available  for  lease  unless  it  is 
first  released  by  the  agency  having 
jurisdiction  over  such  property.  Such 
releases  will  not  be  made  if  the  property 
is  required  for  direct  use  by  the  Govern¬ 
ment  for  any  current  use  or  for  resene 
inventories.  Such  property  also  will  not 
be  declared  available  for  lease  if  it-» 
surplus  to  the  overall  requirements  of 
the  Air  Force  since  such  property  must 
be  disposed  of  according  to  surplus 
property  regulations. 

Form  of  limited  power  (3)  No  office  furniture  and  equip¬ 
ment,  vehicles  other  than  materials- 
■kDQUARTERs  handling  equipment,  or  special  tooling 

will  be  considered  available  for  lease 
ERiEi.  command  under  the  provisions  of  this  Part. 

(b)  Determination  of  eligibility  of 
proposed  lessee.  For  a  company  to  be 
eligible  for  an  AF  lease,  it  must  meet 
the  following  qualifications: 

(1)  The  company  must  be  financially 
able  to  perform  the  obligations  of  the 
proposed  lease  and  to  carry  out  the  pur¬ 
poses  thereof. 

(2)  The  larger  portion  of  the  work  to 
be  performed  with  the  leased  items  must 
be  for  the  Air  Force  unless  it  is  impossi¬ 
ble  to  arrange  the  required  lease 
through  another  servioe  of  the  Depart- 


Total - - - 

Schedule  IV — Portable  tools  and  material  handling  and  automotive 
vehicles : 

a.  Portable  tools - 

b.  Material  handling  and  automotive  vehicles - 


Total. 


XXXX.  XX 


SUBPART  CC — LIMITED  POWER  OF  ATTORNEY 

FOR  PROCUREMENT  FROM  GENERAL  SERVICES 

ADMINISTRATION  OR  FEDERAL  SUPPLY 

SCHEDULE  CONTRACTORS  BY  FACILITIES 

CONTRACTORS 

§  1013.2903  Procedure.  When  office 
furniture  and  equipment  must  be  sup¬ 
plied  under  a  facilities  contract  or  a 
facilities  clause  of  a  supply  or  service 
contract  and  cannot  be  furnished  from 
excess,  it  must  be  purchased  under  the 
Limited  Power  of  Attorney  set  forth 
herein.  Compliance  with  section  1316  of 
Public  Law  207  (83d  Congress)  (67  Stat. 
439),  will  be  made  by  purchase  from 
General  Services  Administration  or  by 
securing  a  release  from  that  agency  prior 
to  purchase.  Such  release,  to  purchase 
from  sources  other  than  GSA,  will  be  in 
writing  and  will  be  retained  in  the  con¬ 
tract  files  of  the  Administrative  Con¬ 
tracting  Officer  authorizing  the  pur¬ 
chase. 

(a)  Limited  power  of  attorney.  Facil¬ 
ities  contractors  designated  to  make  pro¬ 
curements  under  the  provisions  of  this 
Subpart  will  be  given  a  limited  power  of 
attorney  (see  §  1013.2903-1  for  form)  by 
the  contracting  officer  authorizing  the 
contractor  to  issue  purchase  orders  for 
the  procurement  of  mandatory  items  and 
office  furniture  or  equipment  from  the 
GSA  or  from  a  Federal  Supply  Schedule 
contractor;  issue  tax  exemption  certif¬ 
icates  in  lieu  of  payment  of  certain  State 
and  other  taxes. 

(b)  Supply  schedules  and  catalogs. 
Facilities  contractors  given  this  limited 
power  of  attorney  should  secure  a  copy 
of  the  required  Federal  Supply  Schedules 
and  Catalogs  from  the  nearest  GSA 
regional  office  to  enable  them  to  properly 
utilize  the  property  sources  made  avail¬ 
able  to  them. 

(c)  Purchase  order  forms.  In  sub¬ 
mitting  purchase  orders  to  the  GSA  or 
Federal  Supply  Schedule  contractors,  the 
facilities  contractor  will  use  his  regular 
purchase  order  form  and  place  the  order 
in  the  name  of  the  U.  S.  Government 
(Department  of  the  Air  Force)  by  the 
contractor  as  agent.  For  example: 

U.  S.  Government  (Department  of  the 
Air  Force) 

By:  Richard  Doe  and  Company 

(Signature)  _ _ 

(Title)  . 


(Contractor’s  Name) 


(Address)  , 

1.  You  are  hereby  constituted  and  author¬ 
ized  to  act  as  agent  for  and  in  behalf  of  the 
Government  (Department  of  the  Air  Force) 
in  the  performance  of  the  following  acts: 

a.  The  purchasing  of  such  property  au¬ 
thorized  by  the  contracting  officer  for  acqui¬ 
sition  under  facilities  contract  No _ as 
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ment  of  Defense,  L  e.,  the  Army  or  the 
Navy. 

(3)  The  proposed  lessee  must  furnish 
a  written  representation  that  he  has  not 
employed  or  retained  any  company  or 
oerson  (other  than  a  full-time  employee 
working  solely  for  the  prospective  lessee) 
to  secure  the  lease,  and  will  furnish  a 
written  agreement  to  furnish  informa¬ 
tion  relating  thereto  as  required  by  the 
contracting  officer. 

(c)  Determination  of  essentiality.  A 
determination  that  the  leasing  of  AP 
property  is  essential  in  aid  of  defense 
production  will  not  be  made  until  it  has 
been  established  that  the  failure  to  lease 
would  result  in  the  slippage  of  a  current 
military  production  program. 

(d)  Determination  of  impracticability 
or  inappropriateness  of  use  of  a  facilities 
contract.  A  determination  that  the  use 
of  a  facilities  contract  as  prescribed  by 
Part  13  of  this  title  and  this  part  is  im¬ 
practicable  or  inappropriate  in  the  par¬ 
ticular  case  will  be  made  whenever  it  is 
desired  merely  to  furnish  existing  prop¬ 
erty  to  a  contractor  for  defense  work  and 
it  is  not  intended  to  permit  any  rent-free 
use. 

§  1013.3003  Processing  of  requests  for 
leases. 

§  1013.3003-3  Determining  proposed 
lessee’s  eligibility.  Upon  receipt  of  a  re¬ 
quest  for  lease  and  after  tentative  agree¬ 
ment  on  the  lease  form,  the  chief,  air  pro¬ 
curement  district  must  determine  the 
proposed  lessee’s  eligibility  for  a  lease. 
The  financial  section  in  the  AMA  or  air 
procurement  district,  as  appropriate,  will 
be  requested,  by  means  of  an  AFPI  Form 
63C,  “Request  for  Financial  Clearance,” 
to  determine  the  company’s  financial 
qualification.  Such  determination  will 
be  recorded  in  writing.  The  following 
instructions  provide  policies  and  proce¬ 
dures  to  be  followed  in  connection  with 
this  determination: 

(a)  A  proposed  lessee,  is  deemed  qual¬ 
ified  financially  if  he  has  sufficient  funds 
available  to  indicate  ability  to  complete 
satisfactorily  the  supply  contracts  or  sub¬ 
contracts  involved,  to  pay  the  rental,  and 
to  perform  the  other  obligations  imposed 
by  the  terms  of  the  proposed  lease.  The 
office  requesting  financial  clearance  will 
supply  adequate  information  with  re¬ 
spect  to  amount  of  rent,  anticipated  in¬ 
crease  in  production,  and  any  other  per¬ 
tinent  circumstances  and  terms  of  lease 
required  to  make  a  sound  decision.  In 
considering  financial  stability,  particular 
care  should  be  taken  before  issuing 
leases  to  enterprises  that  may  have  been 
set  up  without  investment  of  any  sub¬ 
stantial  amount  of  capital  by  the  owners. 

(1)  If  the  financial  evaluation  re¬ 
quired  in  paragraph  (a)  of  this  section 
discloses  the  lessee  to  be  in  a  marginal 
financial  position  and  the  lessee  is  de¬ 
termined  to  be  otherwise  qualified  for  a 
facilities  lease,  the  lessee  may,  in  lieu  of 
the  above  financial  criteria,  be  granted 
financial  clearance  upon  the  perform¬ 
ance  of  either  of  the  following: 

(i)  Delivery  to  the  administrative  con¬ 
tracting  officer  of  a  certified  check  in 
an  amount  equivalent  to  6  months’ 
rental,  made  payable  to  Treasurer  of  the 
United  States,  accompanied  by  three  ex¬ 


ecuted  copies  of  the  Security  Deposit 
Agreement  set  forth  in  subparagraph 
(2)  of  this  paragraph.  The  deposit  will 
be  held  by  the  Government  according  to 
the  provisions  of  the  Security  Deposit 
Agreement.  The  administrative  con¬ 
tracting  officer  will  forward  the  deposit 
and  the  three  copies  of  the  agreement 
to  the  appropriate  accounting  office.  At 
such'  time  as  the  lessee’s  financial  ability 
improves  to  the  extent  necessary  to 
satisfy  the  financial  criteria  in  this  sec¬ 
tion,  the  deposit  will  be  refunded  to  the 
lessee. 

(ii)  Delivery  to  the  administrative 
contracting  officer  of  a  corporate  or  in¬ 
dividual  surety  guaranteeing  the  les¬ 
see’s  full  performance  of  the  terms  and 
conditions  of  the  facilities  lease,  in  an 
amount  equal  to  6  months’  rental.  Ac¬ 
ceptability  of  sureties  will  be  governed 
by  the  provisions  of  §  1010.201  of  this 
chapter.  The  surety  bond  will  name  the 
United  States  Government  as  obligee  and 
will  Cbntinue  in  existence  until  the  ter¬ 
mination  or  expiration  of  such  lease. 
The  administrative  contracting  officer 
will  forward  the  original  fully  executed 
bond,  together  with  two  copies,  to  the 
appropriate  accounting  office. 

(2)  Secyrity  Deposit  Agreement. 

Dated _ 

Subject:  Security  Deposit  Under  Proposed 


Lease  Agreement  No. _ between  the 

United  States  of  America,  as  Lessor  and 

the _ Company,  as 

Lessee 


(addressed  to  Administrative  Contracting 

Officer) . 

Inclosed  herewith  is  certified  check  In  the 

sum  of  $ _ to  be  held  as  security  by  the 

Lessor  without  interest  for  the  full  and 
faithful  performance  of  all  the  terms  and 
conditions  of  subject  proposed  lease  agree¬ 
ment  covering  machinery  and  equipment  of 
an  estimated  acquisition  value  of  $ _ _ 

It  is  understood  that  after  the  expiration 
or  termination  in  whole  of  the  lease  or  at 
such  earlier  time  as  the  Administrative  Con¬ 
tracting  Officer  determines  it  to  be  no  longer 
required,  the  lessor  will  return  the  security 
to  the  lessee  provided  the  lessee  has  fully 
and  faithfully  performed  under  the  terms  of 
said  lease  agreement.  v  In  the  event  of  les¬ 
see’s  default  or  non-performance  under  the 
terms  of  the  lease,  the  lessor  shall  have  the 
right  to  retain  so  much  of  the  security  as 
may  be  required  to  satisfy  lessor’s  loss  or 
damage  and  remit  the  balance  of  the  lessee. 
If  the  lessor’s  loss  or  damage  is  in  an  amount 
greater  than  the  amount  of  the  security, 
the  lessor  shall  have  the  right  to  retain  the 
entire  amount  of  said  security  and  shall 
have  recourse  against  the  lessee  for  any 
deficiency. 

In  case  of  a  dispute  concerning  a  ques¬ 
tion  of  fact  arising  under  this  security  de¬ 
posit  agreement  or  in  connection  with  the 
security  hereinabove  described  such  dispute 
will  be  resolved  in  accordance  with  the  pro¬ 
visions  of  the  “Disputes”  clause  contained 
in  the  aforementioned  Facilities  Lease 
Agreement. 


’  (Signature  of  Lessee) 

Accepted  upon  conditions  stated  above: 

The  United  States  op  America 

By  — . 

(Administrative  Contracting  Officer) 

§  1013.3004  Issuance  of  leases. 

§  1013.3004-3  Signature  of  leases. 
Leases  will  normally  be  sent  to  lessees 
lor  signature  prior  to  signature  by  the 


contracting  officer.  Three  copies.  In¬ 
cluding  an  original,  one  carbon- backed, 
and  one  ordinary  carbon  copy  of  the 
lease  will  be  signed  by  the  lessee  and 
returned  to  the  contracting  officer. 
Upon  receipt  of  the  signed  copies,  the 
contracting  officer  will,  if  the  lease  is 
otherwise  in  order,  sign  the  three  lessee- 
signed  copies  and  submit  them  with  ap¬ 
propriate  explanation  and  supporting 
file  to  the  approving  authority.  In  de¬ 
termining  that  the  lease  is  in  order,  the 
contracting  officer  will  verify  the  con¬ 
tinuing  availability  of  the  terms  covered 
in  Appendix  “A”  of  the  lease  in  those 
cases  where  the  property  is  not  already 
in  the  lessee’s  possession. 

§  1013.3004-4  Lessee’s  refusal  to  sign . 
(a)  Where  a  proposed  lessee  refuses  to 
sign  a  lease  covering  property  which 
may  have  been  previously  sent  to  him  in 
anticipation  of  a  lease  agreement,  ac¬ 
tion  must  be  taken  to  protect  the  inter¬ 
ests  of  the  Government  by  disposition  of 
the  property  involved  and  by  investiga-  ) 
tion  of  the  pertinent  facts  to  determine 
whether  or  not  a  valid  claim  exists 
against  the  proposed  lessee  for  trans¬ 
portation,  packing,  or  other  costs.  If 
the  contractini  officer  determines  that 
a  valid  claim  exists,  the  request  for  pay¬ 
ment  and  collection  will  be  processed. 

§  1013.3005  Administration  of  leases. 

§  1013.3005-2  Government  and  AF 
priorities.  Under  the  provisions  of  the 
lease,  the  lessee  is  required  to  use  the 
leased  property  subject  to  other  Govern¬ 
ment  priority  systems  for  the  perform¬ 
ance  of  Government  contracts  or  sub¬ 
contracts  in  preference  to  any  other 
work  which  he  may  wish  to  perform  with 
the  leased  property,  with  first  priority 
being  given  to  AF  contracts  and  subcon¬ 
tract.  The  contracting  officer  should 
have  periodic  checks  made  to  assure  that 
this  provision  of  the  lease  is  being  com¬ 
plied  with. 

§  1013.3005-3  Insurance,  (a)  Under 
the  provisions  of  the  lease,  the  lessee  is 
required  to  maintain  insurance  in  such* 
amounts  and  in  such  form  as  the  con¬ 
tracting  officer  may  direct  with  respect 
to  any  risks  or  perils  for  which  the  lessee 
is  responsible  under  the  terms  of  the 
lease  and  which  are  customarily  covered 
by  insurance  or  by  a  reserve  for  self- 
insurance  according  to  the  normal  prac¬ 
tice  of  the  lessee  or  the  prevailing  prac¬ 
tice  of  industry  in  which  the  le.isee  is 
engaged  with  respect  to  similar  property 
in  the  same  general  locale.  Normally, 
lessees  will  carry  this  insurance  with¬ 
out  direction  by  the  contracting  officer. 
If  the  lessee  does  not  carry  such  insur¬ 
ance,  the  contracting  officer  need  not 
direct  it  to  be  carried,  except  in  those 
cases  where  the  lessee  might  be  finan¬ 
cially  unable  to  repair  or  replace  the 
Government  property  in  the  event  of  loss 
or  damage  thereto  for  which  it  is  held 
liable. 

(b)  The  lease  provides  that  the  lessee 
will  save  the  Government  harmless  from 
certain  liability  claims.  Because  of  this 
obligation,  the  lessee  will  normally  carry 
public  liability  insurance,  naming  the 
Government  as  a  cobeneficiary  of  the 
insurance.  The  amount  and  extent  ol 
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such  insurance  is  not  subject  to  approval 
by  the  administrative  contracting  officer 
except  to  the  extent  that  such  approval 
may  be  required  by  the  terms  of  other 
Government  contracts. 

§  1013.3005-4  Maintenance.  (a)  To 
prevent  later  disputes  as  to  the  adequacy 
of  the  lessee’s  maintenance  program,  the 
contracting  officer  should  ascertain  the 
lessee’s  proposed  maintenance  program 
for  the  Government  property.  Where 
the  proposed  maintenance  program  is 
inadequate  and  does  not  comply  with 
sound  industrial  practice,  the  contract¬ 
ing  officer  will  request  the  lessee  to  cor¬ 
rect  any  deficiencies  in  the  maintenance 
program.  Prom  time  to  time  thereafter, 
he  will  check  the  lessee’s  maintenance 
of  the  leased  property  to  insure  that  the 
maintenance  program  is  being  followed. 

(b)  Since  the  costs  of  repairs  and 
parts  replacements  for  leased  property 
will  be  borne  by  the  lessee  according  to 
the  terms  of  the  lease,  title  to  the  re¬ 
placed  parts  will  pass  to  the  lessee  at  the 
time-of  replacement.  Lessee’s  responsi¬ 
bility  to  return  the  leased  property  will 
l?e  satisfied  by  returning  the  property 
containing  the  replacing  parts,  provided 
the  parts  have  the  sam#  utility  and  are 
of  a  quality  equal  to  or  better  than  the 
original  parts.  Any  or  all  parts  installed 
or  placed  on  the  machine  tools  or  equip¬ 
ment  to  cause  it  to  perform  the  function 
for  which  it  was  designed,  becomes  the 
property  of  the  Government  and  must 
be  returned  with  the  tool  upon  termina¬ 
tion,  in  good  operable  condition,  fair 
wear  and  tear  excepted.  Parts,  supple¬ 
mental  equipment,  and  other  items  not 
included  in  the  design  function  and 
which  are  not  furnished  by  the  Govern¬ 
ment,  will  remain  the  property  of  the 
contractor.  The  final  determination  in 
any  specific  case  will  be  the  responsi¬ 
bility  of  the  administrative  contracting 
officer. 

§  1013.3005-5  Rent.  The  contracting 
officer  will  give  particular  attention  to 
the  enforcement  of  the  rental  obligation 
imposed  by  the  lease.  Collections  made 
must  be  sent  for  deposit  to  the  appro¬ 
priate  accounting  officer  within  24  hours 
of  receipt.  At  the  time  of  transmittal 
or  as  soon  thereafter  as  possible,  the 
amount  of  the  check  (in  payment  of  the 
rental  indicated  on  supporting  paper) 
will  be  certified  by  the  contracting  offi¬ 
cer  as  correct.  Such  certification  accom¬ 
panied  by  supporting  data,  in  triplicate, 
will  be  sent  to  the  accounting  officer,  who 
will  verify  the  accuracy  and  sufficiency 
of  the  documents  submitted. 

§  1013.3005-6  Transfer  or  return  ship¬ 
ment  of  property.  Where  a  lessee  de¬ 
sires  or  is  required  to  return  leased 
property  to  the  Government,  the  prop¬ 
erty  must  be  prepared  and  loaded  on  cars 
or  trucks  as  provided  in  the  lease.  The 
foregoing  will  normally  be  performed  at 
the  lessee’s  expense. 

§  1013.3005-7  Disposition  of  skids, 
crates,  and  other  packing  materials. 
Since  lessees  are  required  to  prepaVe 
leased  property  for  shipment  at  their 
own  expense  according  to  the  lease,  skids, 
crates,  and  other  packing  materials  re¬ 
ceived  by  the  lessees  on  incoming  ship¬ 
ments  of  leased  property  may  be  stored 


or  otherwise  disposed  of  as  the  lessee 
sees  fit.  The  lessee’s  obligations  with 
respect  thereto  will  be  satisfied  by  re¬ 
turning  the  leased  items  to  the  Govern¬ 
ment  packed  with  skids,  crates,  and  other 
materials.  However,  the  incoming  skids, 
crates,  and  other  materials  will  not  be 
disposed  of  until  the  lessee  has  signed 
the  lease  or  acceptance  agreement, 
thereby  agreeing  to  prepare  the  leased 
items  for  shipment  at  his  own  expense. 

§  1013.3006  Amending  or  terminating 
leases. 

§  1013.3006-1  Adding  items  to  exist¬ 
ing  leases.  When  it  is  desired  to  add 
items  to  existing  leases,  it  will  be  neces¬ 
sary  to  follow  the  procedures  for  process¬ 
ing  requests  for  new  leases,  including  the 
establishment  of  the  qualifications  of  the 
proposed  lessee,  the  essentiality  of  the 
furnishing,  and  the  availability  of  the 
property.  Upon  completion  of  these  for¬ 
malities,  items  will  be  added  to  existing 
leases.  * 

§  1013.3006-2  Removal  of  items  from 
contracts;  terminations,  (a)  According 
to  the  provisions  of  the  lease,  it  is  neces¬ 
sary  to  issue  an  appropriate  contractual 
document  to  effect  a  total  or  partial  ter¬ 
mination  of  the  lease  whenever  it  is  de¬ 
sired  to  remove  all  or  part  of  the  prop¬ 
erty  from  the  lease.  Such  terminations 
may  be  effected  according  to  the  proce¬ 
dures  authorized  for  termination  of  local 
purchase  contracts.  Termination  set¬ 
tlement  agreements  to  leases  will  be 
worded  and  approved  according  to  appli¬ 
cable  termination  procedures. 

(b)  When  a  lessee  desires  to  effect  a 
partial  termination  of  a  lease  to  effect 
the  disposition  of  leased  property  which 
is  no  longer  needed,  he  will  be  required 
to  execute  a  notice  of  the  type  set  forth 
in  paragraph  (c>  of  this  section.  This 
will  be  done  in  quadruplicate  with  one 
copy  carbon-backed.  The  contracting 
officer  will  execute  the  acknowledgement 
contained  on  such  form  according  to  the 
instructions  therein.  After  execution  by 
both  parties,  the  notice  will  be  repro¬ 
duced  and  distributed  in  the  same  man¬ 
ner  as  a  formal  supplement  to  a  lease 
agreement.  When  all  the  property  has 
been  removed  from  a  lease  or  whenever 
desirable  prior  to  that  time,  a  termina¬ 
tion  supplemental  agreement  formalizing 
the  previous  informal  terminations  will 
be  prepared,  executed,  and  distributed 
according  to  normal  readjustment  pro¬ 
cedures. 

(c)  Termination  notice: 

Dated _ 

Subject:  Facilities  Lease  Agreement  No. 


Notice  of  Partial  Termination  by 
Lessee,  No. _ _ 

Pursuant  to  the  Clause  entitled  Termina¬ 
tion  of  the  subject  lease  agreement  notice  is 
hereby  given  that  subject  lease  agreement  is 
terminated  30  days  after  receipt  of  this  notice 
by  the  Government  insofar  as  such  lease 
covers  the  item(s)  listed  below: 

Quality  Description  AF  Number (s) 


It  is  understood  and  agreed  that  the  afore¬ 
mentioned  terminated  portion  of  the  basic 
lease  will  be  properly  included  in  and  more 
particularly  evidenced  by  a  Termination 
Supplemental  Agreement  to  the  basic  lease. 


(Lessee) 


ACKNOWLEDGMENT  OP  RECEIPT  OP  NOTIC« 

This  is  to  certify  that  the  above  notice 
received  by  the  Government  on  the  ***  ~ 

day  of . . 19 — ,  and  that  the  rent*] 

ending  date  for  the  item(s)  listed  in  mT 

notice  is  the _ day  of _ _  n 

(If  applicable,  insert  here  that  items  were 
removed  from  the  plant  prior  to  the  30-<ja6 
period  in  which  event  the  date  of  removal 
by  the  Government  will  be  shown  as  th 
rental  ending  date  and  will  be  considered  a 
the  effective  date  of  termination  insofar  a 
the  tools  removed  are  concerned.) 

(Contracting  Officer)'* 

(d>  Normally  leases  will  be  terminated 
for  the  convenience  of  the  Government 
only  when  the  leased  property  is  required 
for  a  more  urgent  defense  program. 
Lease  terminations  for  this  purpose  will 
be  timed  within  the  requirements  of  the 
more  urgent  programs  to  minimize  the 
disruption  of  lessee’s  scheduled  produc¬ 
tion. 

(1)  An  item  of  leased  property  will  be 
considered  “not  used  for  current  defense 
production”  if  it  is  not  and  will  not  be 
required  for  the  production  of  any  de¬ 
fense  items  then  on  a  firm  order  or 
contract. 

(2)  Delays  up  to  6  months  in  initiating 
action  to  terminate  a  lease  may  be  al¬ 
lowed  by  the  appropriate  AMA  where 
it  determines  that  earlier  terminations 
would  work  undue  hardships  upon  the 
lessee.  In  determining  whether  undue 
hardships  would  be  imposed  upon  a 
lessee,  consideration  should  be  given  to: 

<i)  Commercial  commitments. 

(ii)  Inability  to  obtain  substitute  ma¬ 
chine  tools  or  production  equipment. 

(iii)  Substantial  amount  of  invest- 
ment  in  engineering,  tooling,  etc. 

(iv)  Bona-fide  expectation  that  the 
lessee  will,  within  a  reasonable  time  (ap¬ 
proximately  3  to  6  months),  use  the 
leased  items  for  defense  work. 

(3)  In  establishing  whether  the  leased 
items  would  be  required  in  the  event  of 
mobilization,  it  must  be  determined  what 
items  would  be  produced  by  the  lessee 
with  the  leased  items  and  that  such  pro¬ 
duction  would  be  needed.  However,  it 
may  not  be  possible  nor  is  it  necessary 
to  identify  the  lessee’s  mobilization 
schedule  in  terms  of  specific  items  or 
quantities. 

§  1013.3006-3  Other  amendments  to 
existing  leases.  If  it  is  determined  nec¬ 
essary  to  make  amendments  to  existing 
leases  for  purposes  other  than  adding  or 
removing  items,  such  changes  may  be 
incorporated  in  an  appropriate  supple¬ 
mental  agreement  to  the  lease. 

SUBPART  EE— PURCHASE  OF  USED  MACHINES 
OR  PRODUCTION  EQUIPMENT 

§  1013.3101  General.  Used  metal¬ 
working  machinery,  including  related 
production  equipment,  may  only  be 
purchased  with  Government  funds 
provided : 

(a)  The  new  or  departmental  reserve 
equipment  cannot  be  obtained  in  time 
for  the  required  use. 

(b)  The  used  machinery  is  ip  good 

condition.  | 

(c)  The  used  machinery  can  be  ob¬ 
tained  and  rehabilitated  at  a  cost  not  to 
exceed  the  cost  of  new  equipment  of  the 
same  type. 
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(d)  In  exceptional  cases,  it  is  clearly 
demonstrated  that  the  difference  in.  cost 
if  minor  compared  to  the  improvement 
in  production  schedules  or  other  results 
to  be  obtained. 

(e)  Where  items  of  machinery  are 
authorized  for  purchase  under  supply 
contracts,  according  to  §  13.402  of  this 
title,  the  policy  and  procedures  herein 
will  govern. 

(f)  Generally,  the  purchase  price  of 
the  used  tool  will  not  exceed  the  ceiling 
price  established  by  current  Govern¬ 
ment  ceiling  regulations. 

(g)  The  used  machinery  is  not  now 
and  has  not  previously  been  the  prop¬ 
erty  of  the  requesting  contractor,  except 
as  approved  by  Hq  AMC. 

§  1013  3102  Procedures  and  responsi¬ 
bilities.  (a)  Each  contractor  request 
for  authority  to  purchase  used  machin¬ 
ery  in  lieu  of  new  machinery  will  be  sub¬ 
mitted  for  approval  to  the  designated 
contracting  officer  administering  the 
facilities  or  supply  contract  who  is 
hereby  authorized  to  approve  such  re¬ 
quests  meeting  the  criteria  listed  in  this 
section. 

(b)  If  a  purchase  order  has  been 
placed  for  the  new  machinery  for  which 
the  used  machinery  is  being  substituted, 
and  the  new  machinery  cannot  be  justi¬ 
fied  for  use  by  the  contractor  under  the 
current  program,  the  case  will  be  re¬ 
ferred  to  Hq  AMC  requesting  considera¬ 
tion  of  the  ordered  new  machine  for  use 
under  the  Air  Force  Production  Reserve 
Program  or  to  fill  other  contractors’ 
requirements. 

SUBPART  GG — PROVIDING  VEH'CLES  TO  AIR 
FORCE  CONTRACTORS 

§1013.3301  Policy,  (a)  It  is  AF  policy 
that  contractors  be  required  to  provide 
all  standard  commercial  vehicles.  This 
will  not  prohibit  the  Government  from 
furnishing  such  vehicles  where  it  is  more 
economical  to  d<?  so,  or  otherwise  deter¬ 
mined  to  be  in  the  best  interests  of  the 
Government. 

(b)  Contractors  may  be  provided  spe¬ 
cial  purpose  vehicles  which  are  not  gen¬ 
erally  available  on  the  open  market  and 
which  do  not  have  an  existing  and  ready 
resale  market. 

(c)  Construction  vehicular  equipment 
will  be  provided  only  under  facilities 
contracts. 

(d)  Purchase  of  passenger-carrying 
vehicles  by  the  contractor,  where  title 
to  such  vehicles  rests  in  the  Government 
under  any  provision  of  the  contract,  is 
subject  to  statutory  restrictions.  It  is 
AP  policy  not  to  acquire  title  to  passen¬ 
ger-carrying  vehicles  in  this  manner. 
Therefore,  contractors  will  not  be  reim¬ 
bursed  for  cost  of  acquiring  passenger¬ 
carrying  vehicles  under  such  circum¬ 
stances.  Where  vehicles  are  acquired  by 
a  cost-reimbursement-type  contractor, 
and  title  is  not  vested  in  the  Government, 
the  contractor  may  charge  depreciation 
lor  such  vehicles  to  the  contract  provided 
that  such  charge  is  consistent  with  Part 
15,  Chapter  I  of  this  title  and  Part  1015 

'  of  this  chapter. 

§  1013.3302  Definition.  Industrial  ve¬ 
hicular  equipment  provided  as  industrial 
facilities,  as  defined  in  §13.101  (f)  of 
this  title,  which  is  necessary  in  the  ac¬ 


complishment  of  the  contract  by  having 
a  direct  application  to  the  fabrication  of 
the  end  item,  used  in  actual  test  pro¬ 
grams,  utilized  in  research  leading  to 
further  development  and  the  develop¬ 
ment  of  items  that  are  being  produced 
or  will  be  produced  for  the  Air  Force. 

§  1013.3305  Lease ;  rental,  (a)  The 
contractor  may  request  authority  to  rent 
or  lease  and  apply  the  costs  against  ap¬ 
plicable  AF  contracts.  Such  requests 
must  contain  the  following : 

(1)  Contractor’s  statement  why  he 
will  not,  or  cannot,  provide  with  private 
funds. 

(2)  Contractor’s  justification  for  the 
requirement,  type,  and  quantity  of  ve¬ 
hicles  required,  and  the  costs  of  lease  or 
rental. 

(3)  Name  and  address  of  lessor  or 
rental  agency. 

(4)  Recommendations  and  comments 
by  the  ACO  on  conditions  connected  with 
the  action. 

§  1013.3309  Restrictions  and  license. 

(a)  Government-owned  motor  vehicles 
will  not  be  used  by  contractors  for  un¬ 
official  purposes,  including  transporta¬ 
tion  of  personnel  between  their  domiciles 
or  residences  and  places  of  employment. 

Cb)  Government  license  plates  will  not 
be  used  on  Government-owned  vehicles 
provided  to  a  contractor  under  the  pro¬ 
visions  of  this  chapter.  When  license 
plates  are  required  by  operators  of  such 
vehicles  under  the  state  laws,  all  cost 
incident  thereto  will  be  borne  by  the 
contractor. 

§  1013.3310  Maintenance.  When  ve¬ 
hicles  are  to  be  provided  to  a  contractor, 
the  contracting  officer  will  insert  in  the 
contract  a  provision  requiring  the  con¬ 
tractor  to  maintain  and  repair  Govern¬ 
ment-owned  vehicles,  including  normal 
parts  replacement. 

§  1013.3311  Modification  and  can¬ 
nibalization.  (a)  It  will  become  neces¬ 
sary  from  time  to  time  to  modify  or  can¬ 
nibalize  to  meet  production  schedules. 
To  keep  such  actions  to  an  absolute 
minimum  and  maintain  records  of  costs 
and  usability,  it  will  be  necessary  to  re¬ 
ceive  written  approval  prior  to  modifica¬ 
tion  or  cannibalization  of  any  item  of 
vehicular  equipment  held  under  contract 
within  the  scope  of  this  subpart. 

(b)  Such  requests  will  include  the  fol¬ 
lowing  information: 

(1)  Nomenclature  and  AF  identifica¬ 
tion  number  of  the  vehicle  to  be  modi¬ 
fied.  When  cannibalization  is  being 
requested  both  vehicles  will  be  so 
identified. 

(2)  Estimated  cost  and  time  limita¬ 
tions  involved. 

<  3 )  When  modification  is  involved,  the 
use  will  be  justified  and  details  of 
modification  submitted. 

(A)  Requests  for  cannibalization  of 
nonusable  equipment  must  carry  a  rec¬ 
ommendation  of  a  qualified  AF  quality 
control  representative,  that  the  vehicle 
from  which  the  parts  will  be  taken  is 
obsolete  or  beyond  economical  repair  and 
cannibalization  is  justified  and  to  the 
best  interests  of  the  Government.  In 
such  instances  the  fully  cannibalized 
vehicle  will  be  disposed  of  as  scrap. 
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(c)  Temporary  cannibalization  of  us¬ 
able  equipment  will  be  made  at  the  dis¬ 
cretion  of  the  ACO,  and  the  vehicle  from 
which  the  parts  are  taken  will  be  placed 
in  operable  condition  by  the  contractor 
as  soon  as  parts  can  be  obtained. 

§  1013.3312  Operation  and  personnel. 
The  ACO  will  direct  the  contractor  to 
submit,  for  review,  rules  and  regulations 
established  by  the  contractor  for  the 
operation  of  Government-owned  vehi¬ 
cles.  The  contracting  officer  will  make 
unilateral  declarations  of  idle  equipment 
when  it  is  determined  that  a  contractor 
is  misusing  Government-owned  vehicles. 
Government-operator  permits  will  not 
be  used  by  the  contractor.  The  con¬ 
tractor  is  responsible,  under  the  con¬ 
tract,  to  comply  with  local  laws.  The 
contracting  officer  will  ascertain  that  the 
contractor  provides  competent,  careful 
and  conscientious,  operators  in  compli¬ 
ance  with  good  commercial  practice  and 
State  Safety  Codes. 

SUBPART  HH — ACQUISITION  OF  EXCESS 
NONSTOCKLISTED  FACILITIES 

§  1013.3402  General  conditions,  (a) 
It  is  AF  policy  that  the  providing  of  facil¬ 
ities  to  fill  a  contractor’s  requirement  will 
be  made  from  excess  Government  prop¬ 
erty  in  every  possible  instance. 

(b)  It  is  mandatory  that  shipping 
costs  on  facilities  covered  by  this  subpart 
be  kept  to  a  minimum.  Therefore,  it  is 
generally  to  the  best  interest  of  the  Gov¬ 
ernment  to  reallocate  property  to  re¬ 
quiring  contractors  nearest  the  initial 
point  of  shipment. 

(c)  Industrial  facilities  may  be  trans¬ 
ferred  to  a  requiring  AF  contractor  when 
coverage  is  provided  under  his  facilities 
contract  and/or  lease.  In  the  absence 
of  a  facilities  contract  or  lease,  the  prop¬ 
erty  may  be  covered  by  the  supply  or 
service  contract  only  in  accordance  with 
§  13.402  of  this  title. 


Part  1014 — Inspection  and  Acceptanck 

Sec. 

1014.001  General  policy. 

Subpart  A — Inspection 

1014.100  Definitions. 

1014.101  General. 

1014.102  Responsibility  for  inspection. 

1014.102- 1  Inspection  interchange  agree¬ 
ments. 

1014.102- 2  Inspection  for  other  Government 
agencies. 

1014.103  Inspection  requirements. 

1014.103- 1  Points  of  inspection. 

1014.103- 2  Inspection  at  source. 

1014.103- 3  Inspection  at  destination. 

1014.104  Rejection  of  nonconforming  sup¬ 
plies  or  services. 

1014.105  Inspection  under  subcontracts. 

1014.106  Contract  clauses. 

Subpart  B^Acceptance 

1014.203  Responsibility  for  acceptance. 

1014.204  Supplies  or  services  not  conforming 
with  contract  requirements. 

1014.250  Procurement  inspection  markings. 

Authority:  §§  1014.001  to  1014.250  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  TttA 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

§  1014.001  General  policy,  (a)  All 
supplies  and  services  procured  by  the  Air 
Force,  including  supplies  which  are  pro- 
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cured  according  to  provisions  of  Subpart 
A,  Part  4,  Chapter  I,  of  this  title,  “Single 
Department  Procurement,”  will  be  in¬ 
spected  and  accepted  according  to  the 
provisions  of  this  part.  Inspection  will 
be  conducted  only  when  a  bona  fide  con¬ 
tract  exists,  or  when  there  is  reasonable 
assurance  that  the  supplies  inspected 
will  be  reserved  for  delivery  on  Air  Force 
or  other  military  contracts. 

(b)  Conformance  with  contractual  re¬ 
quirements  of  supplies  presented  to  the 
Air  Force  will  be  determined  on  the  basis 
of  objective  quality  evidence.  Such  evi¬ 
dence  will  be  obtained  by  the  contractor 
and  will  be  evaluated  and  verified  by  the 
AF  quality  control  representative  exer¬ 
cising  surveillance  over  the  contractor’s 
facility.  Evidence  may  also  be  obtained 
independently  by  AF  quality  control  per¬ 
sonnel.  Product  inspection  by  AF  qual¬ 
ity  control  personnel  will  be  used  to  the 
extent  necessary  to  verify  evidence  of 
quality  submitted  by  the  contractor,  or 
it  ihay  be  used  to  determine  acceptability 
of  supplies  on  an  individual  or  lot  basis. 
The  amount  of  evidence  obtained  or 
verified  through  product  inspection  by 
AF  quality  control  personnel  will  depend 
upon  the  nature  and  intended  use  of  the 
product  and  the  effectiveness  of  the  con¬ 
tractor’s  control  over  quality. 

SUBPART  A — INSPECTION 

§  1014.100  Definitions.  The  terms 
used  in  the  AF  quality  control  program 
have  specific  meanings  which  must  be 
understood  to  properly  implement  the 
quality  control  policy. 

(a)  “Production  identification:”  A 
determination  of  the  products  which  are 
to  be  inspected  and  an  identification  of 
the  processes  involved  in  order  that  AF 
quality  control  operation  can  be  planned. 

(b)  .“Product  inspection:”  The  visual 
or  physical  inspection  tests  or  examina¬ 
tions  of  the  physical  and  functional 
characteristics  of  parts,  assemblies,  and 
completed  products. 

(c)  “Product  inspection  surveillance:” 
The  determination  by  the  Air  Force  that 
the  contractor’s  procedures  and  opera¬ 
tions  for  examination  of  the  dimen¬ 
sional,  physical,  and  functional 
characteristics  of  the  product  conform  to 
AF  requirements.  Surveillance  consists 
of  evaluation  and  verification  of  evidence 
furnished  by  the  contractor,  and  anal¬ 
ysis  of  all  the  information  derived  there¬ 
from. 

(d)  “Evidence:”  Any  information  by 
which  a  statement  or  an  observation 
may  be  proved  to  be  true.  When  infor¬ 
mation  regarding  the  quality  of  a  prod¬ 
ucts  is  of  a  kind  that  can  be  fully  checked 
such  information  is  said  to  be  objective. 

§  1014.101  General.  Most  military 
contracts  contain  a  standard  inspection 
clause  which  requires  that  the  contrac¬ 
tor  provide  and  maintain  an  inspection 
(quality  control)  system  acceptable  to 
the  Government.  To  provide  a  uniform 
standard  for  an  acceptable  quality  con¬ 
trol  system,  the  Air  Force  has  issued 
specification  MIL-Q-5923  (USAF) 
(Quality  Control  Requirements,  Gen¬ 
eral)  (MIL-Q-7640  for  chemicals), 
which  specifies  the  general  requirements 
for  an  acceptable  contractor’s  quality 
control  system.  Specification  MIL-Q- 
5923  will  normally  apply  to  AF  contracts 
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for  items  or  procurements  other  than 
those  classes  exempted  by  the  specifica¬ 
tion.  Any  change  to  the  requirements 
within  the  specification  or  deletions  de¬ 
sired  but  not  coveved  by  paragraph  1.2 
of  the  specification  will  be  submitted 
for  coordination  and  approval  by  Quality 
Control,  Hq  AMC.  When  another  mili¬ 
tary  service  is  performing  inspection  and 
acceptance  functions  for  the  Air  Force, 
the  quality  control  procedures  of  the 
performing  service  are  acceptable  to  the 
Air  Force.  In  such  cases  compliance 
with  specification  MIL-Q-5923  is  at  the 
discretion  of  the  inspecting  service. 

(a)  AF  quality  control  program.  (1) 
The  Air  Force  practices  quality  control, 
which  includes  but  is  more  comprehen¬ 
sive  than  inspection,  in  assuring  that 
supplies  accepted  from  contractors  con¬ 
form  to  contract  and  specification  re¬ 
quirements.  This  is  appropriate  since 
AF  quality  control  is  concerned  with  the 
many  functions  which  govern  the  over¬ 
all  quality  of  supplies  such  as  the  control 
of  raw  materials,  tools,  gages,  and  those 
aspects  of  manufacturing  processes  that 
have  a  bearing  on  quality. 

(2)  In  the  interest  of  efficiency  and 
economy  the  Air  Force  uses  a  surveil¬ 
lance  system  in  performing  its  quality 
control  functions.  AF  surveillance  over 
a  contractor’s  quality  control  system  is 
exercised  to  determine  the  effectiveness 
of  the  contractor’s  quality  control  sys¬ 
tem  as  an  aid  in  determining  that  sup¬ 
plies  accepted  by  the  Air  Force  conform 
to  contractual  requirements.  When  ob¬ 
jective  quality  evidence  obtained  by  the 
contractor  is  evaluated  and  verified  by 
AF  quality  control  personnel,  the  in¬ 
spector  is  assured  that  the  contractor’s 
quality  control  system  and  the  supplies 
he  presents  for  acceptance  .  meet  the 
terms  of  the  contract. 

(b)  AF  quality  control  plan.  (1) 
Plans  and  records  are  two  key  factors 
in  the  concept  of  AF  surveillance  over  a 
contractor’s  quality  control  system.  The 
contractor  must  plan  his  quality  con¬ 
trol  system  to  assure  that  it  covers  all 
functions  that  affect  quality  as  'well  as 
provide  for  systematic  inspection  and 
testing.  Likewise,  the  AF  inspector  must 
have  a  plan  of  the  way  in  which  he  will 
exercise  surveillance  over  the  contrac¬ 
tor’s  system.  The  contractor  must 
maintain  records  of  inspections  and  tests 
performed  to  provide  objective  quality 
evidence  that  the  supplies  he  produces 
are  of  the  desired  quality.  The  Air  Force 
must  also  maintain  records  of  inspec¬ 
tions  and  tests  accomplished  by  AF  per¬ 
sonnel  in  verifying  quality  evidence 
submitted  by  the  contractor. 

(2)  Hq  AMC  has  designed  a  plan  to 
realize  two  objectives:  (i)  complete,  ac¬ 
curate,  and  objective  surveillance  inspec¬ 
tion  at  contractor’s  facilities  and  (ii) 
reliable  and  comparable  inspection  rec¬ 
ords  for  local,  APD,  AMA,  or  Hq  AMC 
analysis.  Three  basic  features  are  in¬ 
corporated  in  this  plan  to  insure  sim¬ 
plicity,  completeness,  and  adaptability: 

(a)  Only  essential  quality  control 
functions  are  included.  Simplified  tech¬ 
niques  and  forms  Mve  been  used 
throughout. 

(b)  Standard  record  forms  and  guide 
lists  are  provided  for  most  types  and 
phases  of  surveillance  inspection. 


(c)  The  selection  of  AF  inspection 
tions,  checklists,  and  samplying  quanSl 
ties  is  the  responsibility  of  the  local 
AF  quality  control  representative.  TVu 
makes  the  plan  adaptable  to  the  different 
circumstances  found  in  each  facility 

§  1014.102  Responsibility  for  inspec¬ 
tion. 

§1014.102-1  Inspection  interchana»  «- 
agreements,  (a)  All  military  procure, 
ment  quality  control  at  suppliers’  planb 
will  be  conducted  by  a  single  military 
activity,  except  that  the  following  types 
of  contracts  may  be  exempt  from  inspec-  '*1 
tion  interchange:  (1)  research  and  de* 
velopment,  and  (2)  production  contract* 
which  involve  the  maintenance  or  devel¬ 
opment  of  highly  technical  or  unusual 
skills  that,  for  mobilization  purposes 
must  be  preserved  by  a  cadre  of  the  in- 
spection  activity.  Inspection  by  a  single 
inspection  activity  will  be  achieved  by 
interchange  of  inspection  services  among 
the  Departments  of  the  Army,  Navy,  and 
Air  Force.  AMC  will  take  positive  action 
to  eliminate  all  cases  of  Quality  control 
duplications.  AF  quality  control  proce¬ 
dures  will  be  used  when  inspection  i* 
performed  by  the  Air  Force  on  supplies 
procured  by  or  for  another  department 
or  agency. 

(b)  AMC-BuAer  agreement  (see 
§  1004.255-3  (h)  of  this  chapter)  cover* 
not  only  inspection,  testing,  and  accept- 
ance,  but  provides  for  exchange  of  other 
field  service' functions  such  as  contract 
administration,  engineering  changes, 
data,  GFAE,  progressing,  expediting,  and 
shipments.  When  inspection  functions 
are  exchanged  on  Bureau  of  Aeronautics 
and  Aviation  Supply  Office  contracts, 
subcontracts,  and  purchase  orders,  pro¬ 
gressing  and  expediting  functions  will 
also  be  exchanged.  Quality  Control,  Hq 
AMC,  maintains  and  issues  a  list  of  such 
assignments  between  AMC  and  BuAer. 

(c)  Interchange  agreements  may  be 
extended  to  foreign  government  agencies 
where  procurements  are  being  made  by 
the  Air  Force  in  countries  where  suitable 
quality  control  practices  have  been  es¬ 
tablished. 

(d)  AMC  is  assigned  responsibility  for 
procurement  inspection  and  associated 
administrative  functions  for  all  petro¬ 
leum  products  procured  by  the  military 
departments  within  the  geographical 
area  designated  as  the  Midcontinent- 
Gulf  Coast  Area.  This  area  is  composed 
of  the  States  of  Montana,  North  Dakota, 
South  Dakota,  Minnesota,  Wisconsin, 
Michigan,  Ohio,  Indiana,  Illinois,  Iowa, 
Nebraska,  Wyoming,  Colorado,  Kansas, 
Missouri,  Kentucky,  West  Virginia,  Ten. 
nessee,  Mississippi,  Alabama,  Florida, ' 
Louisiana,  Arkansas,  Oklahoma,  Texas, 
and  New  Mexico.  This  responsibility  in¬ 
cludes  the  conduct  of  all  quality  control 
and  inspection  operations  incident  to 
tanker  or  barge  movement  of  petroleum 
products  by  the  Military  Sea  Transport.; 
Service  or  commercial  transportation, 
and  surveillance  inspection  and  quality 
control  of  leased  storage  at  refiners’ 
plants  within  the  assigned  area.  Sur¬ 
veillance  inspection  and  quality  control 
of  petroleum  products  in  depots,  termi¬ 
nals,  and  installation  storage  remains 
the  responsibility  of  the  owning  depart-; 
ment.  The  Department  of  the  Armj 
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.rinartennaster  corps)  has  been  as- 

'vmed  identical  responsibilities  for  pe- 
Xum  procurement  inspection  within 
jfr  New  England  area  composed  of  the 
Sates  of  Maine,  New  Hampshire,  Ver- 
"7-*  Massachusetts,  Rhode  Island, 
J^mecticut,  New  York,  and  the  New 
Jersey  counties- of  Monmouth,  Middlesex, 
•Somerset,  Hunterdon,  Warren,  Sussex, 
Morris,  Passaic,  Union,  Hudson,  Bergen, 
Essex:  The  Department  of  the 
jSvy  (Chief  of  Naval  Material)  has  been 
Lened  identical  responsibilities  for 
Mtroleum  procurement  inspection  with¬ 
er  the  east  coast  and  west'  coast  areas 
imposed  of  the  New  Jersey  counties  of 
Sflfcer,  Burlington,  Ocean,  Camden, 
Gloucester,  Salem,  Cumberland,  Atlantic, 
and  Cape  May,  and  the  States  of  Penn¬ 
sylvania,  Delaware,  Maryland,  Virginia, 
North  Carolina,  South  Carolina,  Georgia, 
Washington,  Oregon,  Idaho,  Utah,  Ne¬ 
vada,  California,  and  Arizona. 

5 1014.102- 2  Inspection  for  other  Gov¬ 
ernment  agencies.  “Other  Government 
agencies”  are  construed  to  mean  United 
States  agencies  other  than  military.  Air 
Force  inspection  may  be  performed  for 
other  Government  agencies  when  such 
inspection  would  not  unduly  affect  mili¬ 
tary  inspection  operations. 

§1014.103  Inspection  requirements. 

§1014.103-1  Points  of  inspection,  (a) 
j  Each  AP  contract  will  specify  the  place 
or  places  at  which  inspection  and/or  ac¬ 
ceptance  of  supplies  and  services  are  to 
be  made  by  the  Government  according  to 
the  criteria  hereinafter  specified.  To  aid 
in  determining  the  point  of  inspection, 
the  procuring  and  quality  control  activi¬ 
ties  of  AMC  will  collaborate  in  establish¬ 
ing  categories  of  items  which  are  subject 
to  either  source  or  destination  inspection 
and  acceptance.  The  procuring  organi¬ 
sation  will  also  coordinate  with  quality 
control  on  procurements  needing  special 
consideration  in  determining  the  proper 
place  of  inspection  and  acceptance.  In¬ 
fection  facilities  of  AF  laboratories  will 
be  used  to  the  extent  practicable  in  ac¬ 
complishing  inspections  and  tests  which 
cannot  otherwise  be  properly  accom¬ 
plished. 

(b)  Changes  in  point  of  final  inspec¬ 
tion  will  be  made  by  appropriate  contract 
amendment  in  advance  and  prior  to  the 
time  any  such  order  becomes  effective. 

§1014.103-2  Inspection  at  source. 
The  criteria  furnished  in  §  14.103-2  of 
this  title  will  be  used  as  a  guide  in  deter¬ 
mining  whether  inspection  at  source 
should  be  specified. 

1 1014.103- 3  Inspection  at  destination. 
The  criteria  furnished  in  §  14.103-3  of 
this  title  will  be  used  in  determining 
whether  inspection  will  be  accomplished 
»t  destination.  Small  purchases  which 
to  not  require  special  inspection  tech¬ 
niques  or  equipment  for  inspection  or  off- 
the-shelf  purchases  made  from  suppliers 
other  than  manufacturers  will  generally 
;  specify  inspection  at  destination. 

51014.104  Rejection  of  nonconform¬ 
ist  supplies  or  services.  Whenever  re¬ 
jection  is  intended  and  it  appears  that 
i«e  contractor  will  not  be  able  to  correct 
Of  replace  nonconforming  supplies  or 
tehees  within  the  required  delivery 
No.  43 — 58 - 30 
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schedule  or  the  contractor  persists  in 
offering  nonconforming  supplies  or  serv¬ 
ices  for  acceptance,  full  particulars  will 
be  furnished  the  administrative  contract¬ 
ing  officer  for  further  action. 

§  1014.105  Inspection  under  subcon¬ 
tracts — (a)  Policy.  It  is  Department  of 
Defense  policy  to  perform  under  certain 
conditions  Government  quality  control 
and  inspection  functions  at  plants  having 
subcontracts  or  purchase  orders  to  fur¬ 
nish  articles  for  use  on  Government 
prime  contracts.  The  primary  purpose 
of  such  inspection  is  to  asist  the  Govern¬ 
ment  inspector  at  the  receiving  contrac¬ 
tor’s  plant  in  determining  the  conform¬ 
ance  of  purchased  parts,  components, 
and  assemblies  with  contractual  require¬ 
ments.  It  is  merely  a  preliminary  Gov¬ 
ernment  inspection  and  does  not  guar¬ 
antee  final  acceptance.  This  inspection 
does  not  relieve  the  prime  contractor  of 
his  responsibility  to  furnish  an  accepta¬ 
ble  end  article. 

(b)  Applicability.  Normally,  Govern¬ 
ment  inspection  under  subcontracts  is 
conducted  on  supplies  which  affect  the 
safety,  performance,  or  interchangeabil¬ 
ity  of  the  end  item  and  which  are  of  such 
a  nature  that  adequate  inspection  cannot 
be  satisfactorily  or  economically  con¬ 
ducted  upon  receipt  at  the  receiving  con¬ 
tractor’s  facility.  These  are  referred  to 
as  “policy”  items.  The  inspector  at  the 
prime  contractor’s  plant  informs  the 
contractor  of  the  types  of  supplies  on 
which  Government  inspection  under  sub¬ 
contracts  is  required  and  the  procedures 
for  processing  requests  for  such  inspec¬ 
tion. 

/c)  Automatic  source  Inspection.  At 
certain  facilities  and  on  certain  com¬ 
modities,  Government  inspection  of  sub¬ 
contracted  materials  is  conducted  with¬ 
out  requiring  formal  processing  of  Gov¬ 
ernment  inspection  requests.  Under  this 
procedure,  rather  than  processing  re¬ 
quests  through  military  channels,  the 
contractor  originating  the  purchase  or¬ 
der  provides  the  source  plant  with  an 
additional  copy  of  the  purchase  order 
for  use  of  the  Government  inspector. 
All  military  departments  will  honor  on 
an  automatic  basis  requests  for  Govern¬ 
ment  inspection  of  material  listed  on  an 
“Automatic  Source  Inspection  Commod¬ 
ity  List”  approved  by  the  Department  of 
Defense.  In  addition  to  the  commodity 
list,  the  Air  Force  has  established  a  list 
of  facilities  which  will  honor  inspection 
requests  on  an  automatic  basis.  The 
mere  listing  of  an  item  on  the  commod¬ 
ity  list  or  the  fact  that  the  item  is  being 
procured  from  a  facility  on  the  facility 
list  does  not  justify  a  request  for  Gov¬ 
ernment  inspection.  These  requests 
should  be  made  only  on  the  basis  that 
Government  inspection  is  required. 
(See  paragraph  (b)  of  this  section.) 

(d)  Mill  run  source  inspection.  Mill 
run  inspection  is  a  procedure  established 
primarily  for  reducing  Government  in¬ 
spection  by  checking  continuous  produc¬ 
tion  at  point  of  manufacture  as  opposed 
to  inspection  of  numerous  quantities  at 
various  receiving  points.  To  participate 
in  this  plan,  the  contractor  must  com¬ 
ply  with  the  requirements  of  the  plan. 
A  list  of  manufacturers,  distributors,  and 
approved  items  is  prepared  and  pub¬ 


lished  by  Quality  Control,  Hq  AMC,  for 
the  information  and  guidance  of  those 
concerned  with  the  program. 

S  1014.106  Contract  clauses.  See  Part 
7,  Chapter  I,  of  this  title  and  Part  1007 
of  this  chapter. 

SUBPART  B— ACCEPTANCE 

§  1014.203  Responsibility  for  accept¬ 
ance — (a)  Certificate  acceptance.  (1) 
Certificates  or  other  statements  of  qual¬ 
ity  or  quantity  may  be  considered,  at  the 
discretion  of  the  procuring  activity,  a 
proper  element  in  determining  whether 
supplies  or  services  are  in  conformance 
with  the  contract,  but  such  certificates 
or  other  statements,  except  as  provided 
in  this  subpart,  will  not  be  considered  as 
eliminating  the  necessity  for  inspection^, 
of  supplies  or  services  for  the  Govern¬ 
ment.  An  exception  to  the  foregoing 
exists,  however,  for  supplies  of  a  simple, 
noncritical  standard  or  commercial  na¬ 
ture  which  may  be  accepted  without 
physical  inspection  by  the  Government 
at  the  discretion  of  the  procuring  activ¬ 
ity  upon  the  receipt  of  a  properly  exe¬ 
cuted  certificate.  This  is  known  as  “Cer¬ 
tificate  Acceptance.”  The  phrase  applies 
to  the  technique  of  accepting  supplies 
for  the  Government  without  performing 
any  prior  physical  inspection  on  the 
items  being  procured  and  without  con¬ 
ducting  AF  surveillance  over  the  facility. 
The  standard  contract  clause  to  permit 
use  of  certificate  acceptance,  when  ap¬ 
propriate  is  contained  in  §  1007.4014  of 
this  chapter. 

(2)  Occasionally  it  may  be  necessary 
for  the  administrative  contracting  offi¬ 
cer  to  request  contractors  to  make  ex¬ 
pedited  shipments  of  supplies.  If  such 
articles  are  delivered  to  the  Government 
without  prior  physical  inspection,  and  if 
they  are  the  type  of  supplies  referred  to 
in  paragraph  (1)  of  this  section,  the 
chief  of  the  quality  control  activity  may 
accept  them  on  a  certificate  basis  and 
request  the  contractor  to  furnish  him  the 
necessary  certificate  and  other  data. 

§  1014.204  Supplies  or  services  not 
conforming  with  contract  requirements. 
AF  contracts  provide  that  the  Govern¬ 
ment  has  the  right  to  reject  materiel 
(the  term  “materiel”  includes  items, 
services,  and  materials)  not  conforming 
to  contract  requirements.  AF  contracts 
also  recognize  that  changes  in  specifi¬ 
cations  may  be  necessary  during  per¬ 
formance  on  the  contract  and  give  the 
Government  the  right  to  order  changes 
which  are  to  the  Government’s  interest. 
Reasonable  judgment  is  to  be  exercised 
in  authorizing  changes  and  in  determin¬ 
ing  whether  nonconforming  materiel  is 
to  be  rejected  or  can  be  accepted  without 
adversely  affecting  quality. 

(a)  The  following.definitions  apply  to 
this  section: 

(1)  “Variations”  are  minor  departures 
from  or  changes  to  contract  provisions 
which  do  not:  (i)  adversely  affect  safety, 
performance,  or  durability,  (ii)  ma¬ 
terially  affect  weight,  (iii)  adversely 
affect  interchangeability  of  either  parts 
or  assemblies,  or  (iv)  depart  from  the 
basic  objectives  of  the  specifications. 
Any  departure  or  change  within  this 
definition  which  results  in  increased  or 
deceased  costs  requiring  an  adjustment 
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will  be  considered  a  “deviation,”  as  de-  forwarded  to  the  procuring  activity  for 

fined  in  subparagraph  (2)  of  this  para-  appropriate  action. 

graph,  and  handled  accordingly.  (4)  Departures  or  substitutions  in 

(2)  “Deviations”  are  departures  from  materials.  When  there  is  a  departure 
or  changes  to  contract  requirements  in  the  physical  properties  of  a  part  from 
which:  (i)  are  in  excess  of  “variations,”  those  required  by  the  specifications  and 
but  which  do  not  adversely  affect  safety,  drawings,  the  part  may  be  accepted  as 
or  (ii)  require  an  adjustment  because  of  a  “variation”  provided  its  quality  and 
increased  or  decreased  costs.  utility  are  unaffected.  A  material  sub- 

(b)  The  following  subparagraphs  set  stitution  is  considered  a  “variation”  pro- 
forth  the  procedures  for  accepting  non-  vided  the  substituted  material  is  equal 
conforming  materiel  and  for  authorizing  to  or  better  than  the  original  material, 
changes  to  contract  requirements.  (5)  Handbooks  and  parts  catalogs. 

(1)  Authorization.  “Variations”  may  When  there  is  a  variation  in  the  techni- 
be  accepted  or  authorized  locally  without  cal  content  or  format  of  a  technical 
requiring  formal  changes  to  the  contract  order  handbook  or  parts  catalog,  the 
provisions.  “Deviations,”  however,  must  publication  may  be  accepted,  provided 
be  authorized  under  the  Changes  clause  the  “variation”  does  not  depart  from  the 
of  the  contract  and  processed  according  basic  objectives  of  the  specifications  and 
to  established  procedures  for  contractual  its  quality  and  utility  are  not  adversely 
coverage  by  issuance  of  appropriate  effected. 

amendment  (change  order,  supplemental  (6)  Packaging  departures.  Packag- 
agreement,  or  CCN)  pursuant  to  Subpart  ing  specifications  are  so  drawn  that  the 
C,  Part  54,  of  this  chapter.  minimum  requirements  are  established. 

(2)  Materials  review.  The  inspection  Departures  from  strict  conformance  to 

procedure  for  determining  whether  non-  packaging  specifications  may  be  ac- 
conforming  articles  and  parts  are  within  cepted  as  “variations”  only  if  such 
the  limits  of  a  “variation”  or  “deviation”  departures  are  equal  to  or  a  definite 
is  covered  by  AMCM  74-1.  improvement  to  the  minimum  require- 

(3)  Engineering  changes,  (i)  “Engi-  ments  of  the  specifications. 

neering  changes”  are  design  changes,  in-  (7)  Effect  on  costs.  The  administra- 
cluding  material  substitutions  of  the  type  tive  contracting  officer  will  be  informed 
outlined  in  this  instruction.  Other  of  any  instance  where  articles  are  to  be 
changes  such  as  tooling  changes  which  accepted  within  the  “variation”  limits, 
^nay  be  made  by  contractors  are  not  in-  when  the  articles  were  produced  at  less 
eluded  in  this  definition  or  procedure.  cost.  “Variations”  resulting  in  in- 

(ii)  The  chief,  APD  or  AFPR  will  es-  creased  costs  will  be  considered  “devia- 
tablish  an  AP  Engineering  Change  Re-  tions”  and  will  be  forwarded  to  the 
view  program  to  assure  that  contractors  administrative  contracting  officer  for 
properly  classify  all  proposed  engineer-  further  action.  .... 

ing  changes,  and  will  designate  personnel  (8)  Variation  vs.  deviation.  Where 
with  engineering  qualifications  to  super-  doubt  exists  as  to  proper  identity,  either 
vise  the  program.  Such  personnel  may  “variation”  or  “deviation,”  the  matter 
redelegate  this  review  to  selected  in-  will  be  referred  to  the  administrative 
spectors,  but  they  will,  through  surveil-  contracting  officer.  Upon  notification 
lance  over  the  program,  be  responsible  from  the  administrative  contracting  of- 
that  changes  are  reviewed  as  soon  as  Acer  that  the  proper  identity  is  a  “varia- 
practicable,  and  in  any  event  prior  to  ^ian,”  acceptance  may  be  accomplished 
acceptance  of  the  end  article.  This  re-  without  contractual  amendment.  Upon 
view  may  be  on  a  surveillance  basis ;  if  notification  that  the  proper  identity  is  a 
conducted  on  this  basis,  it  will  be  accom-  ‘deviation,”  the  contractor  will  be  re- 
plished  according  to  quality  control  Quested  to  submit  a  request  for  “devia- 
surveillance  procedures.  Engineering  tlon”  . and  **  approved,  contractual 
Change  Proposals  (ECP’s)  or  other  de-  amendment  will  be  necessary, 
sign  changes  which  the  contractor  indi-  .  General  basis  for  deviations:  De- 
cates  are  “deviations”  (Class  I  Changes)  viations  may  be  prepared  for  any  of  the 
and  which,  therefore,  require  submission  following  reasons: 

to  the  procuring  activity  for  approval  ^  To  authorize  the  immediate  adop- 
need  not  be  screened  by  plant  or  area  fi°n  °f  approved  specification  changes 
personnel.  All  proposed  engineering  without  awaiting  re-issuance  of  the 

changes  determined  by  the  contractor  10n’  ,  ,  *  .,.x 

to  be  “variations”  (Class  II  Changes)  (2>  To  authorize  changes  to  facilitate 
may  be  released  for  production  without  pr®^ucl!on  maet  emergency  needs. 
Government  approval.  The  contractor  To  authorize  use  of  nonspecified 

will  forward  to  the  chief,  APD,  AFPR,  or  ma ?®na1’  .,  .  .  ,  , .  . 

their  designees,  a  copy  of  the  change  ,  <4).  To  authorize  acceptance  of  articles 
concurrent  with  the  release  to  produc-  fabricated  by  a  new  process  resulting  in 
tion.  This  authorization  to  release  the  Parts  which  depart  from  the  specifica- 
“variation”  for  production  does  not  con-  tl0™  but  are  interchangeable  with  those 
stitute  acceptance  of  the  change.  The  uiade  *9  strict  compliance  with  specifica- 

contractor  will  be  notified  as  early  as  tl0us*  .  .  , 

practicable  of  any  doubtful  cases  ol  ac-  <5)  To  authorize  departures  irom 
ceptability  of  the  change  prior  to  com-  specification  requirements  as  to  inspec- 

pletion  of  the  end  product.  When  proper  a2}a  * .  . 

classification  is  in  question,  the  desig-  .  (6)  J°  authorize  changes  in  packag- 
nated  inspector  will  immediately  bring  in&  and  marking. 

the  case  to  the  attention  of  the  chief.  (7)  To  allow  manufacturers  a  limited 
APD,  AFPR,  or  their  designee.  If  any  Period  of  time  in  emergencies  to  develop 
of  the  changes  classified  by  the  con-  facilities  to  produce  to  new  or  revised 
tractor  as  Class  II  changes  are  deter-  specifications, 
mined  to  be  “deviations,”  they  will  be  No  implementation. 


§  1014.250  Procurement  inspects 
markings.  Stamps  used  by  quality  con 
trol  activities  to  indicate  insiwctirm 
status  of  materiel  will  be  approved  rw. 
partment  of  Defense  designs.  AMC  wni 
prescribe  the  conditions  under  which  in 
spection  stamps  will  be  used. 

(a)  Partial  (Circle)  Inspection  An 
proval  Stamp  will  be  used  to  identify 
materiel  which  has  successfully  met  only 
some  portion  of  the  inspection  require, 
ments  applicable  to  the  materiel  at  the 
time  and  place  of  inspection. 

(b)  Complete  (Square)  Inspection  An- 
proval  Stamps  will  be  used  to  identify 
materiel  which  is  in  complete  conform- 
ance  with  all  inspection  requirements 
applicable  to  the  materiel  at  the  time 
and  place  of  inspection.  One  imprint 
of  the  square  stamp  will  serve  to  void 
multiple  partial  approvals.  \ 
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lems  where  other  services  are  involved. 
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costs. 

1015.205  , Examples  of  items  of  unallowable 
costs. 

Subpart  E — Subjects  Affecting  Cost  Which  May 
Require  Special  Consideration  - 

1015.502  Examples  of  subjects  requiring 
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Authority:  §§  1015.150  to  1015.502  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat 
127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — APPLICABILITY 

§  1015.150  Costs  suspended  and/or 
disallowed  under  cost-reimbursement 
type  contracts — (a)  General  policy.  As 
a  general  rule,  it  is  AF  policy  that  con¬ 
tractors  will  be  notified  promptly  in 
writing  when  costs  claimed  for  reim¬ 
bursement  are  either  tentatively  sus¬ 
pended  or  finally  disapproved  as  not 
being  properly  supported,  not  allowable 
according  to  the  terms  of  the  contract, 
or  not  reasonably  incident  or  allocable 
to  the  performance  of  AF  cost-reim¬ 
bursement-type  contracts. 

§  1015.152  Coordination  of  indirect 
cost  problems  where  other  services  are 
involved.  Certain  Air  Force  contracts 
are  being  performed  in  plants  where 
other  departments  or  agencies  of  the 
Government  also  have  contracts.  Occa¬ 
sionally,  differences  in  policies  or  operat¬ 


ing  procedures  of  the  activities  involved 
may  cause  failure  to  promptly  resolve  a 


problem  at  the  local  level  and  prevent 
approval  of  costs  by  the  administrative 


contracting  officer.  To  resolve  cost  prob¬ 
lems,  consideration  will  be  given  to  such 
various  factors  as  total  dollar  amount 
and  the  cost  principles  and  precedents 
or  policies  involved.  When  settlement 
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t  be  accomplished  at  the  local  level, 
Sm-oblem  will  be  referred  for  resolu- 
to  the  next  higher  level  and.  if  nec- 
S^toHQAMC. 

< 1015 153  Contractors’  cost  account - 
Jn  vustems.  (a)  It  is  AF  policy  that  the 
Auditor  General,  USAF,  will  determine 
the  adequacy  of  the  cost  accounting  sys- 
L  of  a  contractor  or  potential  con¬ 
tactor  for  the  Air  Force. 

(b)  This  evaluation  of  a  contractor’s 
potential  contractor’s  cost  accounting 
sJstan  will  be  performed  upon  request 
!fthe  responsible  contracting  officer. 

“(c)  in  determining  the  reliability  of 
any  contractor  or  potential  contractor, 
[he  responsible  contracting  officer  will 
rive  due  consideration  to  the  findings  of 
Uje  Auditor  General,  USAF. 

cutfART  B— SUPPLY  AND  RESEARCH  CON¬ 
TRACTS  WITH  COMMERCIAL  ORGANIZATIONS 

§  1015.204  Examples  of  items  of  allow¬ 
able  costs.  The  following  lettered  para¬ 
graphs  implement  the  corresponding 
lettered  paragraph  of  §  15.204  of  this 
title. 

(a)  Advertising  in  trade  and  technical 
journals,  provided  such  advertising  does 
not  offer  specific  products  for  sale  but 
is  placed  for  the  purpose  of  offering  fi¬ 
nancial  support  to  journals  which  are 
valuable  for  the  dissemination  of  tech¬ 
nical  information  within  the  contractor’s 
industry. 

(b)  Bonds  and  insurance,  including 
self-insurance.  No  implementation. 

(c)  Compensation  of  corporate  offi¬ 
cers,  executives,  and  department  heads. 
No  implementation. 

(d)  Depreciation  and  depletion,  based 
on  cost  of  acquisition. 

(1)  Depreciation  expense  in  a  given 
period  is  the  result  of  the  allocation  of 
the  entire  cost  of  depreciable  assets  over 
a  series  of  fiscal  periods  comprising  its 
service  life.  Generally  accepted  account¬ 
ing  principles  recognize  several  methods 
of  computations  such  as  straight-line, 
composite  rate,  machine-hour,  declining 
balance,  and  sum-of-the-years-digits 
methods.  In  general,  the  contractors’ 
depreciation  method's  and  rates  will  be 
accepted  if  consistently  applied  and  ac¬ 
ceptable  for  Federal  income  tax  purposes, 
except  that  this  statement  will  not  be 
interpreted  to  apply  to  tax  amortization 
of  certificate  of  necessity  facilities  in 

i  excess  of  normal  depreciation.  Accept¬ 
able  “true  depreciation”  rates  for  such 
facilities  are  determined  by  the  cognizant 
Emergency  Facilities  Depreciation  Board. 

(2)  Depreciation  is  acceptable  only  on 
facilities  actively  in  use  plus  a  reason¬ 
able  amount  of  standby  equipment.  In 
•his  instance,  one  measure  of  reason¬ 
ableness  may  be  the  terms  of  the  con¬ 
tract  with  respect  to  standby  equipment. 

(3)  In  many  cases,  a  contractor’s  ap¬ 
proved  accounting  system  permits 
charging  the  cost  of  equipment  to  ex¬ 
pense  if  the  cost  of  individual  pieces  is 
relatively  small.  If,  however,  a  sub¬ 
stantial  quantity  of  equipment  is  ac- 
Wired  during  a  period  of  expansion  or 
in  equipping  a  new  plant  or  department, 

,  1116  total  cost  of  such  equipment  should 
be  considered  as  a  capital  outlay  and 
should  be  capitalized. 
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(4)  If  a  substantial  amount  of  equip¬ 
ment  is  Government-furnished  and  this 
action  releases  all  or  a  major  portion  of 
contractor-owned  equipment  for  com¬ 
mercial  business,  special  consideration 
should  be  given  in  arriving  at  the  pro¬ 
portionate  amount  of  depreciation  prop¬ 
erly  chargeable  to  Government  contracts. 

(5)  An  additional  allowance  for  de¬ 
preciation  based  on  multishift  operation 
may  be  considered  on  the  basis  of  in¬ 
creased  wear  on  equipment,  provided  the 
normal  depreciation  factor  was  predi¬ 
cated  on  a  substantially  lower  level  of 
usage.  Use  of  a  machine-hour  or  out¬ 
put  method  would  automatically  provide 
for  increased  depreciation  based  on  in¬ 
creased  usage.  When  depreciation 
method  is  based  on  a  calendar  time  fac¬ 
tor,  some  equitable  adjustment  for 
multishift  operation  may  be  made.  In 
considering  an  adjustment  for  multi¬ 
shift  operation,  it  should  be  recognized 
that  the  incidence  of  obsolescence,  one 
of  the  prime  factors  of  depreciation,  is 
not  increased  by  accelerated  usage. 

(6)  In  determining  the  reasonableness 
of  depreciation  rates,  due  consideration 
must  be  given  to  contractor’s  mainte¬ 
nance  program. 

(e)  Directors  and  executive  committee 
fees  and  expenses;  the  expenses  of  stock¬ 
holders’  meetings,  annual  reports,  and 
reports  and  returns  prepared  for  govern¬ 
mental  authorities;  and  registry  and 
transfer  charges  resulting  from  changes 
in  ownership  of  securities  issued  by  the 
contractor.  No  implementation. 

(f)  Freight,  transportation,  and  ma¬ 
terial  handling.  No  implementation. 

(g)  Improvement  of  working  condi¬ 
tions,  employer- employee  relations,  and 
standards  of  performance.  No  imple¬ 
mentation. 

(h)  Jigs,  dies,  fixtures,  patterns,  draw¬ 
ings,  and  special  tools.  No  implementa¬ 
tion. 

(i)  Legal,  accounting,  and  consulting 
services  and  related  expenses. 

(1)  Legal  and  accounting  expenses 
should  be  indirect  and  the  following  fac¬ 
tors  considered:  (i)  the  services  are 
necessary  to  conduct  the  business  or 
represent  the  recurring  services  nor¬ 
mally  required;  (ii)  the  charges  are 
reasonable  and  commensurate  with  the 
services  rendered;  (iii^  whether  the  serv¬ 
ices  are  rendered  in  connection  with 
matters  in  which  conflict  of  interest  be¬ 
tween  contractor  and  Government  exists; 
and  (iv)  the  charges  are  not  specifically 
disallowed  by  Part  15,  chapter  1  of  this 
title. 

(2)  If  the  administrative  contracting 
officer  deems  it  advisable,  he  may  take 
the  following  action  prior  to  approving 
vouchers  for  fees  of  attorneys  or  ac¬ 
countants  who  are  not  full-time  em¬ 
ployees  of  the  contractor: 

(i)  Direct  a  memorandum  to  the  staff 
judge  advocate  of  the  office  having  ad¬ 
ministrative  cognizance  requesting  an 
opinion  as  to  whether  the  cost  of  attor¬ 
ney’s  services  is  reasonable  and  clarifica¬ 
tion  of  specific  questions  as  to  legality 
of  the  proposed  charge.  Similarly  in 
the  case  of  accountants’  fees,  a  memo¬ 
randum  may  be  directed  to  the  appro¬ 
priate  Auditor  General  district  chief 
requesting  review  and  recommendations 


in  respect  to  proposed  charges*  In  order 
for  the  office  of  the  staff  judge  advocate 
or  Auditor  General  district  chief  as  the 
case  may  be,  to  consider  all  relevant  data 
upon  which  to  base  an  opinion,  the  mem¬ 
orandum  will  provide  all  pertinent  in¬ 
formation. 

(ii)  Any  recommendations  submitted 
by  office  of  the  staff  judge  advocate  or 
Auditor  General  district  chief,  as  the 
case  may  be,  are  not  binding  on  the  con¬ 
tracting  officer  but  are  advisory  only. 

(3)  Where  reimbursement  of  attor¬ 
neys’  fees  is  sought  in  connection  with 
representation  of  a  contractor  in  suits 
asserted  under  the  Fair  Labor  Standards 
Act  (52  Stat.  1060  ;  20  U.  S.  C.  201),  the 
procedures  set  forth  in  subparagraph  (2) 
of  this  paragraph  will  be  mandatory 
rather  than  permissive  and  the  memo¬ 
randum  concerning  such  fees  will  be  re¬ 
ferred  directly  to  the  staff  judge  advocate 
of  the  office  having  administrative  cog¬ 
nizance  as  heretofore  indicated.  Al¬ 
though  such  submission  is  mandatory, 
the  recommendation  of  the  staff  judge 
advocate  concerning  such  legal  fees  is 
not  binding  but  advisory  only. 

(4)  In  the  case  of  charges  for  attor¬ 
neys’  and  accountants’  fees  incurred  by 
a  cost-reimbursement-type  subcontrac¬ 
tor  under  a  cost-reimbursement-type 
prime  contract,  the  principles  and  proce¬ 
dures  above  are  equally  applicable.  In 
addition,  requests  for  advice  should  be 
accompanied  by  a  copy  of  the  sub¬ 
contract. 

(5)  In  general,  retainer  fees  are  not 
allowable  items  of  cost  as  such,  but  may 
be  allowed  upon  compliance  with  the  re¬ 
quirements,  principles,  and  procedures 
set  forth  in  this  part. 

(j)  Manufacturing  and  production 
engineering,  that  is,  engineering  related 
immediately  to  manufacturing  and  pro¬ 
duction  as  distinguished  from  research 
experimentation,  and  development.  No 
implementation. 

(k)  Materials  and  supplies.  No  imple¬ 
mentation. 

(l)  Membership  in  trade,  business, 
and  professional  organizations.  No  im¬ 
plementation. 

(m)  Miscellaneous  office  and  admin-  / 
istrative  services  and  supplies,  including^ 
communication  expenses.  No  implemen¬ 
tation. 

(n)  Overtime  compensation  for  direct 
or  indirect  labor,  to  the  extent  expressly 
provided  for  elsewhere  in  the  contract  or 
otherwise  authorized  by  the  Government. 

(o)  Patent,  purchased  designs,  and 
royalty  payments,  to  the  extent  expressly 
provided  for  elsewhere  in  the  contract  or 
otherwise  authorized  by  the  Government. 

(p)  Pension  and  retirement  plans  and 
group  health,  accident,  and  life  insur¬ 
ance  plans.  No  implementation. 

(q)  Plant  maintenance  and  protec¬ 
tion.  No  implementation. 

(r)  Recruiting  (including  “help  v 
wanted”  advertising)  and  training  of 
personnel.  Help  wanted  advertising  is 
allowable  to  the  extent  that  such  costs 
are  reasonable  in  relation  to  total  re¬ 
cruitment  costs. 

(s)  Research  and  development  specifi¬ 
cally  applicable  to  the  supplies  or  serv¬ 
ices  covered  by  the  contract.  No  imple¬ 
mentation. 
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(t)  Salaries  and  wages,  direct  and 
indirect.  No  implementation. 

(u)  Subcontracts  and  purchase  orders. 

(v)  Taxes.  No  implementation. 

(w)  Traveling  expenses: 

.(1)  Traveling  expenses  directly  attrib¬ 
utable  to  the  performance  of  the  con¬ 
tract  may  be  charged  directly  to  the 
contract  (preferably  covered  by  a  con¬ 
tract  provision),  provided  like  expenses 
incurred  on  other  work  are  charged  to 
the  other  work. 

(2)  Travel  expenses  incurred  in  the 

normal  course  of  administration  of  the 
business  and  applicable  to  the  entire 
business  are  acceptable  charges  to  over¬ 
head.  Traveling  expenses  incurred  in 
sales  effort  should  be  charged  to  selling 
expense  and  considered  under  the  gen¬ 
eral  heading  of  selling  and  distribution 
expense.  ^ 

(3)  Travel  expenses  as  related  to  sub¬ 
sistence  and  lodging  may  be  reimbursed 
either  on  an  actual  or  per  diem  basis. 

(4)  Public  transportation  costs  will  be 
reimbursed  at  actual  cost  unless  the  cost 
of  public  accommodations  used  is  con¬ 
sidered  unreasonable  under  the  circum¬ 
stances.  Mileage  or  other  allowances 
granted  for  the  use  of  private  convey¬ 
ance  should  be  the  subject  of  special 
agreement  and  preferably  covered  by 
contract. 

(5)  Travel  expenses  may  cover  cost 
incurred  by  employees  incidental  to  the 
travel  but  will  not  include  normal  per¬ 
sonal  expenses  or  entertainment. 

(6)  Per  diem.  Establishment  of  a 
schedule  of  per  diem  rates  is  recom¬ 
mended  as  economical  of  audit  and  ad¬ 
ministrative  effort  and  as  affording  con¬ 
trol  over  expenditure.  The  schedule  of 
rates  should  be  consistent  with  the  con¬ 
tractor’s  experience,  provided  this  ex¬ 
perience  is  not  unreasonable  by  com¬ 
parison  with  contractors  in  comparable 
industries  or  areas,  and  provided  fur¬ 
ther  that  the  rates  are  not  in  excess  of 
those  specified  herein.  Consideration 
should  be  given  to  duration  of  travel 
time.  Where  the  employee  travels  to 
one  location  and  remains  for  an  ex¬ 
tended  period,  per  diem  allowance  should 
be  lower  than  the  per  diem  allowed  for 
trips  of  short  duration.  It  may  be  fur¬ 
ther  recognized  that  expenses  of  non¬ 
executive  employees  should  be  less  than 
the  expenses  of  executives.  Present  con¬ 
ditions  indicate  that  the  general  range 
of  such  daily  expenditures  varies:  in  the 
case  of  chief  executives  and  chief  re¬ 
search  scientists,  from  $12  to  $15  for  all 
types  of  trips;  in  the  case  of  lesser  execu¬ 
tives,  from  $11  to  $12  for  all  types  of 
trips;  in  the  case  of  other  employees, 
from  $10  to  $12  for  brief  trips  and  from 
$8  to  $10  for  definite  trips  (over  30  days). 
Per  diem  rate  schedules  submitted  to 
contracting  officers  for  approval  will  be 
consistent  with  these  general  ranges. 
All  approvals  will  be  in  writing  and  will 
specify,  either  by  reference  to  a  written 
schedule  of  the  contractor  or  otherwise, 
the  per  diem  approved  as  reasonable. 
The  general  ranges  listed  above  will  be 
reviewed  at  periodic  intervals  by  the 
Director  of  Procurement  and  Produc¬ 
tion,  Hq  AMC,  and  will  be  subject  to 
upward  or  downward  revisions.  In  com¬ 
puting  per  diem: 


RULES  AND  REGULATIONS 

(i)  For  continuous  travel  of  more 
than  24  hours: 

(a)  The  calendar  day  (midnight  to 
midnight)  will  be  the  unit. 

(b)  For  fractional  parts  of  a  day  at 
the  commencement  or  ending  of  such 
continuous  travel  constituting  a  travel 
period,  one-fourth  of  the  rate  for  a 
calendar  day  will  be  allowed  for  each 
period  of  6  hours  or  fraction  thereof. 

(ii)  For  continuous  travel  of  less  than 
24  hours  constituting  a  travel  period, 
such  period  will  be  regarded  as  com¬ 
mencing  with  the  beginning  of  the  trip 
and  ending  with  the  completion  thereof, 
and  for  each  6-hour  portion  of  the  period 
or  fraction  thereof,  one-fourth  of  the 
rate  for  a  calendar  day  will  be  allowed: 
Provided,  That  no  per  diem  will  be 
allowed  when  the  departure  is  after  0800 
hours  and  the  return  on  the  same  day  is 
prior  to  1800  hours. 

(iii)  No  per  diem  will  be  paid  for 
periods  devoted  to  vacation  or  sick 
leave. 

(7)  Unless  and  until  a  flat  per  diem 
rate  schedule  is  adopted  by  the  contrac¬ 
tor  and  approved  by  the  contracting 
officer,  or  when  per  diem  rates  are  not 
applicable,  the  contractor  will  be  reim¬ 
bursed  the  actual  traveling  expenses 
properly  incurred  in  the  performance  of 
the  contract,  provided  such  costs  are 
reasonable  in  amount.  Whenever  it  is 
customary  to  issue  receipts  for  the  ex¬ 
penditure,  they  should  be  attached  to 
the  invoice. 

(8)  Premium  transportation  such  as 
airline,  excess  for  rail  or  by  chartered 
car  or  plane  may  be  allowed  as  reim¬ 
bursable  when  it  is  shown  to  be  neces¬ 
sary  for  the  performance  of  the  contract. 

(9)  In  the  case  of  trips  of  90  days  or 
longer,  reimbursement  in  each  case 
should  be  considered  separately  by  the 
contracting  officer.  Per  diem  rates  which 
are  considered  reasonable  in  amount  for 
short  trips  may  be  excessive  when  ap¬ 
plied  to  long  trips  which  involve  tem¬ 
porary  assignments  at  a  particular 
locality  for  a  considerable  length  of 
time. 

(10)  When  trips  are  made  pursuant 
to  the  performance  of  more  than  one 
contract  and  which  may  involve  a  com¬ 
bination  of  Air  Force  and  other  pro¬ 
curements,  the  expenses  incident  to  such 
trips  should  be  distributed  to  the  per¬ 
tinent  contracts  involved  according 
to  contractor’s  approved  accounting 
methods. 

(11)  When  per  diem  is  sought  as  an 
allowable  item  of  cost  incident  to  work 
at  AF  test  centers  no  per  diem  will  be 
allowed  for  employees  hired  locally  at 
such  test  site.  Per  diem  costs  in  con¬ 
nection  with  new  employees  likewise 
will  not  be  allowable  when  it  has  been 
ascertained  that  any  such  new  employee 
has,  within  the  previous  3-month  period, 
been  employed  by  another  contractor  at 
the  same  test  center. 

(x)  Vacation,  holiday  and  severance 
pay,  sick  leave  and  military  leave,  to 
the  extent  required  by  law,  by  employer- 
employee  agreement  or  by  the  contrac¬ 
tor’s  established  policy.  No  implementa¬ 
tion. 

§  1015.205  Examples  of  items  of  unal¬ 
lowable  costs.  The  following  letter  par¬ 


agraphs  implement  the  correspondin» 
lettered  paragraphs  of  §  15.205  of  tS* 


title 


(a)  Advertising,  except  “help  wanted” 
advertising,  and  advertising  in  trade  and 
technical  journals.  See  §  1015.204  (r) 

(b)  Amortization  or  depreciation  of 
unrealized  appreciation  of  values  of  a*, 
sets,  or  assets  fully  amortized  or  depre- 
ciated  on  the  contractor’s  books  of 
account.  No  implementation. 

(c)  Bad  debts  (including  expenses  of 
collection)  and  reserves  for  such  debts 
No  implementation. 

(d)  Commissions  and  bonuses  (under 
whatever  name)  in  connection  with  ob¬ 
taining  or  negotiating  for  a  Government 
contract.  No  implementation. 

(e)  Contingency  reserves.  No  imple- 
mentation. 

(f  )  Contributions  and  donations.  No 
implementation. 

(g)  Dividend  payments.  No  imple¬ 
mentation. 

(h)  Entertainment.  No  implements, 
tion. 

(i)  Federal  taxes  on  income  and  ex¬ 
cess  profits.  No  implementation. 

(j)  General  research,  unless  specifi. 
cally  provided  for  elsewhere  in  the  con¬ 
tract.  No  implementation. 

(k)  Interest  on  borrowings  (however 
represented),  bond  discount  and  ex¬ 
penses,  and  financing  charges.  Interest 
on  advance  payments  will  not  be  allowed 
as  a  cost  under  any  cost-reimbursement- 
type  contract  nor  cost-reimbursement- 
type  subcontract  thereunder.  No  such 
contract  or  subcontract  may  provide  or 
be  amended  to  provide  for  allowance  of 
such  interest  as  an  item  of  cost. 

(l)  Legal,  accounting,  and  consulting 
services  and  related  expenses  incurred 
in  connection  with  organization  or  re¬ 
organization,  prosecution  of  patent  in- 
fringement  litigation,  defense  of  anti¬ 
trust  suits,  and  the  prosecution  of  claims 
against  the  United  States.  No  imple¬ 
mentation. 

(m)  Losses  from  sales  or  exchanges 
of  capital  assets,  including  investments. 
No  implementation. 

(n)  Losses  on  other  contracts.  No 
implementation. 

(o)  Maintenance,  depreciation,  and 
other  costs  incidental  to  excess  facilities 
(including  machinery  and  equipment) 
other  than  reasonable  standby  facilities. 
No  implementation. 

(p)  Premiums  for  insurance  on  the 
lives  of  directors,  officers,  proprietors,  or 
other  persons,  where  the  contractor  is 
the  beUeficiary  directly  or  indirectly. 
No  implementation. 

(q)  Selling  and  distribution  activities 
not  related  to  the  contract  products. 
No  implementation. 

(r)  Taxes  and  expenses  in  connection 
with  financing,  refinancing,  or  refunding 
operations,  including  the  listing  of  se¬ 
curities  on  exchanges.  No  implementa¬ 
tion. 


SUBPART  E— SUBJECTS  AFFECTING  COST  WHICH 
MAY  REQUIRE  SPECIAL  CONSIDERATION 


§  1015.502  Examples  of  subjects  re¬ 
quiring  special  consideration — (a)  la¬ 
bility  to  third  persons.  Contract  clause* 
containing  idemnity  or  hold  harmless 
provisions  which  do  not  conform  with 
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;  ,  ndard  provisions  set  forth  in  ASPR 

SWaFPI  will  not  be  used  in  prime  con- 
or  *c  without  submitting  such  clauses 
,  S  Prior  approval  of  Hq  AMC. 

'  lu(b)  personnel  movements  of  a  special 
nr  mass  nature.  (1)  Where  personnel 
movement  is  made  at  the  convenience 
f  the  Air  Force  Ar  is  necessary  to  the 
Performance  of  a  contract,  costs  inci¬ 
dent  thereto  are  acceptable  when  such 
Provision  is  included  in  the  contract. 

I  L  such  cases  allowability  of  costs 
should  be  considered  in  the  light  of  any 
benefits  that  may  inure  to  the  contrac- 
-  tor  as  a  result  of  such  moves.  When  al¬ 
lowable,  reasonable  patterns,  including 
;  -gj.  diem  rates,  should  be  established  by 
|  agreement  with  the  contractor.  Subject 
t0  the  limitations  of  paying  only  actual 
costs  or  per  diem  rates  approved  by  the 
administrative  contracting  officer,  the 
following  schedule  is  set  forth  for  the 
guidance  of  contracting  officers.  ‘  Reim¬ 
bursement  for  relocation  of  executive, 
technical,  and  key  personnel  should  be 
limited  to: 

(1)  Actual  cost  of  moving  the  employee 
and  his  family  residing  at  his  domicile. 

(ii)  Actual  cost  of  moving  household 
goods,  not  to  exceed  8,000  pounds. 

(iii)  Per  diem  allowance  for  married 
employees,  or  single  employees  maintain¬ 
ing  a  household,  of  $10  per  day  for  actual 
number  of  days  taken  to  relocate  in  new 
quarters  and  not  to  exceed  a  maximum 
of  30  days,  including  travel  time.  In  the 
case  of  employees  assigned  to  AF  test 
centers,  per  diem  allowance  will  not  ex¬ 
ceed  a  maximum  of  60  days,  including 
travel  time.  When  the  employee  has 
been  at  the  test  center  in  excess  of  60 
days  as  of  31  December  1956,  administra¬ 
tive  contracting  officers  will  not  accept 
any  further  costs  as  a  result  of  such  per 
diem. 

(iv)  Per  diem  allowance  of  $6  per  day 
for  employee’s  wife  or  one  adult  depend¬ 
ent  for  a  transfer  not  to  exceed  30  days, 
including  travel  time. 

(v)  Per  diem  allowance  for  single  em¬ 
ployees  (single  employees  not  maintain¬ 
ing  a  household)  of  $10  per  day  for  ac¬ 
tual  number  of  days  taken  to  relocate  in 
new  quarters  and  not  to  exceed  15  days, 
including  travel  time. 

(vi)  Per  diem  allowance  for  newly 
hired  employees  of  $10  per  day  for  actual 
number  of  days  taken  to  relocate  in  new 
quarters  and  not  to  exceed  15  days,  in¬ 
cluding  travel  time. 

(vii)  Per  diem  allowance  of  $2.50  per 
day  for  employee’s  minor  dependents  re¬ 
siding  with  the  employee,  for  actual 
number  of  days  taken  to  locate  in  new 
quarters  and  not  to  exceed  30  days,  in¬ 
cluding  travel  time. 

(2)  The  pattern  shown  in  subpara¬ 
graph  (1)  of  this  paragraph  is  limited  to 
executive,  technical,  and  key  personnel 
of  the  contractor  and  does  not  apply  to 
employees  who  do  not  possess  those 
qualifications.  The  pattern  is  not  to  be 
considered  as  an  incentive  for  moving,  as 
such  matters  should  be  included  in  the 
*age  rates  established  for  each  particular 
employee  being  relocated.  It  is  suggested 
that  any  plan  approved  should  include 
certification  by  the  contractor  that  the 
total  amount  of  reimbursement  sought  by 
e«h  employee  has  been  expended  in  the 
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relocation  of  such  employee  and  is  evi¬ 
denced  by  receipts  for  such  expenditures 
or  per  diem  allowance.  The  question  of 
reimbursement  of  regular  salaried  or 
hourly  rated  employees  for  “time  off” 
spent  in  relocation  by  the  employee  will 
ordinarily  be  considered  at  the  time  of 
approval  of  wage  and  salary  rates. 

(c)  Rearrangement  or  relocation  of  fa¬ 
cilities  or  plant  sites.  Reconversion  costs 
are  those  incurred  in  the  restoration  of 
facilities  to  approximately  the  same 
physical  arrangement  and  condition  they 
were  in  immediately  prior  to  the  begin¬ 
ning  of  defense  work  and  includes  the 
cost  of  removal  of  Government  property. 
Reconversion  costs,  except  for  the  re¬ 
moval  of  Government  property,  are  in¬ 
curred  for  the  benefit  of  future  produc¬ 
tion  and  as  such  are  properly  chargeable 
against  such  production.  Except  for  the 
costs  of  removing  Government  property 
and  the  restoration  and  rehabilitation 
costs  caused  by  such  removal  and  specif¬ 
ically  provided  for  in  the  contract,  re¬ 
conversion  costs  are  not  allowable. 

(a)  Wages  or  salaries  of  partners  or 
sole  proprietors.  (1)  Wages  and  sal¬ 
aries  of  partners  or  sole  proprietors  are 
amounts  relating  to  actual  services 
rendered  to  an  unincorporated  business 
by  the  partners  or  sole  proprietor. 
Partners’  salaries  may  be  essentially  a 
device  intended  to  provide  equitable 
treatment  of  partners  who  are  furnish¬ 
ing  capital  and-services  to  the  firm  to  a 
varying  degree.  In  no  event  should 
compensation  to  a  partner  or  sole  pro¬ 
prietor,  which  is  determined  to  be  an 
allowable  item  of  cost,  include  any 
amount  representing  profit  or  interest 
on  invested  capital. 

(2)  The  charge  for  services  to  the 
enterprise  as  a  whole  must  be  reasonable 
after  taking  into  consideration: 

(i)  The  nature  and  extent  of  the 
services  rendered. 

(ii)  The  general  level  of  compensa¬ 
tion  of  persons  performing  similar 
duties  in  organizations  of  similar  size 
and  nature. 

(iii)  The  amount  of  such  charges  dur¬ 
ing  the  periods  prior  to  the  assumption 
of  Government  contracts. 

(3>  Partners’  and  sole  proprietors’ 
salaries  are  usually  charged  through 
overhead.  Charges  made  directly  to  the 
contract  should  be  acceptable  only  when 
the  services  rendered  are  of  a  direct  labor 
nature  and  are  specifically  authorized  as 
such  by  the  terms  of  the  contract.  When 
such  charges  are  considered  to  be  direct, 
overhead  usually  will  not  be  applied 
thereto. 

(4)  When  personal  services  of  part¬ 
ners  and  sole  proprietors  are  essential 
features  of  performance  under  con¬ 
tracts,  the  reasonableness  of  the  overall 
compensation,  including  fee,  must  be 
considered. 

Part  1016 — Procurement  Forms 

Sec. 

1016.000  Scope  of  part. 

Subpart  B — Forms  for  Negotiated  Procurement 

1016.201  Request  for  Quotation  (DD  Form 
747). 

1016.201-50  Binding  contractors  on  pur¬ 
chase  orders  against  requests  for  quota¬ 
tions. 


1495 

Authority:  §§  1016.000  to  1016.201-50  is¬ 
sued  under  sec.  8012,  70A  Stat.  488;  10 
U.  S.  C.  8012.  Interpret  or  apply  secs.  2301- 
2314,  70A  Stat.  127-133;  10  U.  S.  C.  2301- 
2314. 

*  §  1016.000  Scope  of  part.  This  part 
implements  Part  16,  chapter  I,  of  this 
title  and  prescribes  the  use  of  additional 
forms  which  are  used  within  the  Air 
Force  in  the  procurement  of  supplies  and 
services. 

SUBPART  B — FORMS  FOR  NEGOTIATED 
PROCUREMENT 

§1016.201  Request  for  quotation  (.DD 
Form  747). 

§  1016.201-50  Binding  contractors  on 
purchase  orders  against  requests  for 
quotations.  When  it  is  considered  de¬ 
sirable  to  ensure  that  a  contractor  will 
be  bound  by  issuance  of  a  purchase  order 
in  response  to  a  Request  for  Quotation, 
the  following  statement  will  be  typed  or 
stamped  on  the  DD  Form  747  sent  to  him 
for  signature: 

The '  contractor  by  his  signature  below  cer¬ 
tifies  that  he  understands  that  the  quota¬ 
tions  contained  herein  constitute  an  offer  to 
the  Government  which  may  beSrecepted  by 
issuance  to  tjie  contractor  of  an  order  for 
purchase  of  supplies  and  services,  DO  Form 
702  or  738.  This  offer  incorporates  by  refer¬ 
ence  all  terms  and  conditions  appearing  oh. 
the  DD  Forms  702  and  738.  These  forms  are 
available  for  inspection  in  the  Federal  Reg¬ 
ister  or  may  be  obtained,  from  the  contract¬ 
ing  officer. 

When  the  contractor  submits  the  DD 
Form  747,  having  signed  the  form  con¬ 
taining  the  abfive  statement,  then  timely 
issuance  of  a  purchase  order  against  the 
Request  for  Quotation  constitutes  ac¬ 
ceptance  by  the  Government  which  will 
bind  the  contractor  to  perform  the  pur¬ 
chase  order.  This  procedure  is  subject 
to  the  $5,000  limitation  on  use  of  pur¬ 
chase  order  forms. 


Part  1030 — Appendixes  to  Air  Force 
Procurement  Instruction 

Sec. 

1030.2  Appendix  B — Manual  for  control  of 
Government  property  in  possession  of 
contractors. 

1030.3  Appendix  C — Manual  for  control  of 
Government  property  in  possession  of 
non-profit  research  and  development 
contractors. 

Authority:  §§  1030.2  and  1030.3  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.  S.  C.  2301-2314. 

§  1030.2  Appendix  B — Manual  for 
control  of  Government  property  in  pos¬ 
session  of  contractors. 

Part  I — Introduction 

B-102  Applicability  of  mdhual. 

(a)  Contracts  which  provide  that  records 
of  Government  property  be  maintained  may 
be  amended  to  provide  that  Government 
property  will  be  controlled  according  to  the 
provisions  of  the  Manual. 

(b)  Compliance  with  the  provisions  of  the 
Manual  is  mandatory  on  the  part  of  the 
contractors,  in  connection  with  contracts 
which  specifically  provide  for  the  applica¬ 
tion  of  the  provisions  of  the  Manual. 

(c)  The  policy  of  the  Department  of  the 
Air  Force  is  that  maximum  efficiency  and 
economy  of  operation  will  be  obtained  by 
the  utilization  of  the  contractor’s  property 
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records  as  the  official  Government  records  in 
connection  with  those  contracts  executed 
prior  to  the  effective  date  of  Part  13,  Chapter 
1,  of  this  title,  “Government  Property,” 
which  required  the  Government  to  maintain 
property  control  records. 

(d)  Government  property  shipped  to  a 
contractor  for  repair  and  return,  according  to 
contracts  or  purchase  orders  executed  by  AF 
depots,  AMA’s,  or  Hq  AMC,  will  be  con¬ 
trolled  according  to  the  provisions  of  the 

Manual,  except  as  set  forth  in  paragraph 
B— 102.50. 

(e)  The  prime  contractor  is  responsible 
for  insuring,  in  all  subcontracts,  that  Gov¬ 
ernment  property  provided  to  such  subcon¬ 
tractors  will  be  protected,  preserved,  and 
maintained  according  to  sound  industrial 
practice.  ^ 

R-102.50  Exceptions.  The  provisions  of 
the  Manual,  and  this  section,  are  not  ap¬ 
plicable  in  the  following  instances : 

(a)  Contractor-furnished  property  for  • 
which  a  contractor  may  be  reimbursed  as 
result  of  redetermination  of  price,  unless  * 
transfer  of  title  is  specifically  agreed  to  in  the 
redeterminatiqn. 

(b)  Government  property  furnished,  or 
acquired,  under  the  terms  of  research  and 
development  contracts  with  educational  or 
other  nonprofit  organizations,  provided  such 
contracts  aje  executed  on  a  nonprofit  basis. 
Such  property  will  be  controlled  according  to 
the  provisions  of  §  30.3  of  this  title  “Manual 
for  Control  of  Government  Property  in 
Possession  of  Nonprofit  Research  and  De¬ 
velopment  Contractors.” 

(c)  Government  property  furnished  under 
local  purchase  contracts  for  repair  and  re¬ 
turn  to  the  shipping  organization  which  are 
administered  by  the  local  purchase  activity 
awarding  the  contract. 

B-103  Definitions. 

(d)  “Industrial  facility” vis  further  defined 
for  contracting  and  costing  purposes  as  in¬ 
cluding  all  property  acquired  for  the  per¬ 
formance  of  a  contract,  and  not  incorporated 
in  the  contract  end  items,  of  a  type  which 
would  .normally  be  capitalized  for  contrac¬ 
tor’s  Federal  income  tax  purposes  if  the  con¬ 
tractor  retained  title  thereto.  For  this 
purpose  the  term  “property”  includes  im¬ 
provements  and  attachments  and  any  other 
items  the  cost  of  which  would  be  so 
capitalized. 

(r)  The  “property  account”  will  be  as¬ 
signed  the  same  number  as  the  prime  con¬ 
tract.  Subcontract  property  accounts  .  will 
be  assigned  a  number  consisting  of  the 
prime  contract  number  plus  a  suffix  which 
will  be  the  number  of  the  subcontractor  or 
purchase  orders  as  assigned  by  the  prime 
contractor. 

B-103.50  Custodial  records.  “Custodial 
records”  are  written  memoranda  of  any 
description  or  type,  used  to  control  items 
issued  to  plant  employees  from  tool  cribs, 
tool  rooms,  stockrooms,  etc.,  such  as  re¬ 
quisitions,  issue  slip  receipts,  tool  checks, 
stock  record  books,  and  the  like. 

B-103.51  Appointing  authority.  The 
term  “appointing  authority”  refers  to  the 
authority  empowered  by  delegation  to  ap¬ 
point  contracting  officers,  property  admin¬ 
istrators,  and  representatives  of  contracting 
officers. 

B— 103.52  Contract  administration.  The 
term  “contract  administration”  means  the 
performance  of  any  and  all  acts,  other  than 
the  execution  of  contractual  documents,  au¬ 
thorized  to  be  performed  by  a  contracting 
officer  or  his  duly  authorized  representa- 
tive(s),  either  under  the  terms  of  any  par¬ 
ticular  contract  or  according  to  the  provi¬ 
sions  of  public  laws,  Executive  orders,  and/or 
applicable  regulations  and  instructions  of 
the  department  assigned  administrative  re¬ 
sponsibility  for  a  contract. 

B-103 .53  Secondary  responsibility.  The 
term  “secondary  responsibility”  means  the 
responsibility  for  subordinate  phases  of  con- 
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tract  administration  to  be  performed  by  a 
procurement  activity  other  than  that  des¬ 
ignated  as  the  office  of  administration. 

B-103. 54  Individual  item  records.  The 
term  “individual  item  records,”  as  used  in 
the  Manual  and  this  Appendix  B,  are  in¬ 
terpreted  as  such  records  upon  which  are 
recorded  one  unit  of  an  item  per  record 
form,  as  differentiated  from  record  upon 
which  an  accumulation  of  items  having 
identical  nomenclature  are  recorded  on  one 
card  or  form. 

B— 103.55  Property  records.  “Property 
records,”  as  used  in  the  Manual  and  this 
AFPI  Appendix  B,  are  interpreted  to  be  all- 
inclusive  of  records  affecting  the  status  of 
Government  property,  and  are  not  restricted 
to  stock  records  or  other  forms  of  an  inven¬ 
tory  record. 

B-103 .56  AF  representative.  See  AFPI 
§  1013.101-65  of  this  chapter. 

B-103.57  Special  nuclear  material.  See 
§  1013.101-66  of  this  chapter. 

Part  II — General  Provisions 

B-204  Duties  and  responsibilities  of  the 
contractor. 

B— 204.50  Duties  and  responsibilities  of 
prime  contractors  as  to  Government  property 
in  the  possession  of  subcontractors. 

(a)  Government  property  in  the  possession 
of  subcontractors  will  be  protected,  pre¬ 
served,  and  maintained  according  to  sound 
industrial  practice.  The  prime  contractor  is 
responsible  for  including  in  any  subcontract 
under  which  Government  property  is  de¬ 
livered  to  the  subcontractor,  a  provision  re¬ 
quiring  at  least  this  degree  of  care.  The 
requirement  established  by  this  section  is 
considered  a  minimum,  and  in  no  way  re¬ 
lieves  the  prime  contractor  of  the  responsi¬ 
bility  for  compliance  with  the  requirements 
established  by  the  contract  and  the  Manual 
with  respect  to  accounting  and  control  of 
Government  property,  even  though  it  be  in 
the  possession  of  a  subcontractor.  The  re¬ 
sponsibility  for  maintenance  of  adequate 
property  controls  vested  in  a  prime  con¬ 
tractor  by  the  provisions  of  a  contract  is 
all-inclusive  with  respect  to  Government 
property  provided  thereunder. 

(b)  Where  the  quantities  of  property  in¬ 
volved  are  such  that  a  more  complete  and 
accurate  control  can  be  accomplished  by  the 
designation  and  utilization  of  the  subcon¬ 
tractor’s  property  control  system,  the  sub¬ 
contractors’  records  may  be  utilized  as  the 
official  contract  records  for  the  property  in 
the  possession  o»  custody  of  that  subcontrac¬ 
tor,  provided  concurrence  of  the  prime 
contractor  is  secured. 

B-205  Sources  from  which  Government 
property  may  be  furnished  or  acquired. 

B-205. 1  Military  installations  or  other 
contractors’  plants. 

(a)  According  to  the  policy  contained  in 
Part  13,  Chapter  I,  of  this  title,  and  the 
Manual,  Government  property  will  be  fur¬ 
nished  to  a  contractor  only  when  specifically 
provided  for  by  the  terms  of  a  written  con¬ 
tract.  Any  deviation  from  this  policy  will 
be  granted  only  by  the  prior  written  approval 
of  Hq  USAF.  When  the  fact  is  disclosed  that 
Government  property  is  in  the  possession  of 
the  contractor  without  contractual  coverage, 
the  property  administrator  will  take  im¬ 
mediate  action  to  return  the  property  to  the 
shipping  organization,  or  obtain  appropriate 
contractual  coverage. 

(b)  Exception  to  the  policy  cited  in  para¬ 
graph  (a)  of  this  section  has  been  author¬ 
ized  when  it  is  determined  that  the  shipment 
of  any  item  of  Government  property  to  a 
contractor,  when  not  specifically  provided 
for  in  a  contract,  is  in' the  best  Interests  of 
the  Air  Force.  Shipments  anticipated  under 
such  authority  are  for  the  purpose  of  inspec¬ 
tion,  test,  calibration,  modification,  replace¬ 
ment,  and/or  repair,  at  no  .  cost  to  the 
Government. 


B-206  Segregation  or  commingling 
Government  property  and  contractor’s  nr  # 
erty. 

(a)  Where  a  contractor  is  engaged  In  hJl 
CPFF  and  fixed-price  Government  contra*! 
in  one  plant,  such  contractor,  for  the  nSMi 
poses  of  this  paragraph,  is  not  consider  I 
to  be  engaged  solely  irt  Government  work 

(b)  No  implementation.  *• 

(c)  In  connection  with  research  and 
velopment  contracts  involving'  profit  or  h* 
the  administrative  contracting  officer  nu 
permit  commingling,  when  determined  not 
to  be  to  the  disadvantage  of  the  Govern! 
ment,  provided  the  contractor  acknowledge* 
in  writing,  liability  for  any  losses  occurrto 
during  the  period  the  property  ig  ^ 
mingled. 

(d)  Any  other  commingling,  when  deter, 
mined  not  to  be  to  the  disadvantage  of  the 
Government,  may  be  permitted  by  the  w. 
ministrative  contracting  officer,  provided  the 
contractor  acknowledges,  in  writing 

ity  for  any  losses  occurring  during  the 
period  the  property  is  commingled. 

B-207  Physical  inventories. 

B- 207.1  Before  termination  or  completion 
The  property  administrator  will  assure  oa 
a  continuing  basis  that  the  approved  ia.  i 
ventory  procedures  are  effectively  applied,  j 
Where  it  is  considered  that  the  approved  I 
procedures  relative  to  method  and  frequency 
of  physical  inventory  are  inadequate  tor  an; 
reason,  the  property  administrator  will 
rect  the  deficiency  to  the  attention  of  tin  j 
contractor  for  appropriate  action.  If  the 
property  administrator  and  the  contract* 
fail  to  reach  an  agreement,  the  property  I 
administrator  will  report  the  facts  to  the  I 
administrative  contracting  officer  for  appro- 
priate  action. 

B— 207.3  Joint  physical  inventories  or, se¬ 
lective  checks  under  paragraphs  207.1  ead 
207.2 

(a)  The  administrative  contracting  officer 
will  use,  to  the  extent  possible,  the  service!  1 
of  other  technical  AF  personnel,  such  at 
plant  clearance  (property  disposal)  person¬ 
nel,  in  connection  with  the  physical  inven- 
tories. 

(b)  As  a  minimum,  the  contractor  will 
prepare  and  deliver  to  the  contracting  officer: 

A  listing  which  properly  identifies  all  dfc- 
crepancies  including  overages,  shortages,  and 
damages  which  have  been  disclosed  as  i 
result  of  the  physical  inventory;  and  a  writ¬ 
ten  statement  certifying  to  the  fact  tbit  I 
physical  inventory  of  all  or  certain  class*  j 
of  Government  property  was  completed  on  i 
given  date  and  that  the  official  stock  records 
are  in  agreement  with  the  physical  inventay 
aside  from  the  reported  discrepancies,  vj 

B-207.5  Discrepancies.  In  the  event  of 
discrepancies,  investigations  will  be  made 
to  determine  as  far  as  possible  whether  such 
discrepancies  represent  actual  losses  of  I 
Government  property,  and  if  so,  the  causa 
of  such  losses.  Differences  caused  by  record 
error,  or  offsetting  overages  and  shortages  of 
similar  items  are  not  considered  actual  Ion* 

(a)  If  adjustment  is  necessitated  by  post¬ 
ing  or  record  error,  each  correction  should 
include  identification  of  the  error  on  tbs 
official  contract  records.^ 

(b)  The  offset  of  shortage  by  overage  is  | 
considered  proper  only  to  the  extent  tbit 
similar  items  are  involved.  The  offset  ad¬ 
justment  of  dissimilar  items  which  any 
appear  comparable  in ‘quantity  or  dolto 
value  will  not  be  approved. 

Part  III — Records  To  Be  Maintained 

B-301  General. 

(a)  The  contractor  Is  obligated  by  virtus 
of  the  provisions  of  the  contract  to  m»h> 
tain  adequate  property  control  records, 
which  are  designated  and  used  as  the  offle*! 
contract  records.  When  Government  prop 
erty  is-  disclosed  to  be  in  the  custody 
control  of  a  contractor  but  not  contractusOT 
covered,  the  contractor  will  record  euehj 
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rty  according  to  the  established  prop- 
P!l  control  system,  and  furnish  the  prop- 
Sv  administrator  with  all  known  circum- 
5wnces  and  factual  data  pertaining  to  its 

^P^jenerally,  contractors  have  estab- 
hed  procedures,  methods,  and  controls 
hich  may  be  described  and  set  forth  in 
rious  manuals,  documents,  memorandums, 
^  or  which  may  be  in  the  form  of  a  written 
tatement  prepared  by  the  contractor,  all  of 
hich  serve  to  prescribe  the  techniques  of 
w  onerty  control.  These  procedures,  meth- 
5.  controls,  and  techniques  comprise  the 
Contractor’s  property  control  system.  If  such 
roperty  control  system  fulfills  the  basic  re- 
CSenients  of  the  Manual,  it  will  be  approved 
according  to  the  provisions  of  the  Manual, 
Jnd  the  contractor  will  not  be  required  to 
■ware  an  additional  composite  manual 
EX  to  obtain  the  requisite  approval.  When 
contractor  has  an  established  property 
audit  unit,  whose  operations  are  considered 
to  be  adequate  for  safeguarding  the  interest 
of  the  Government  the  property  adminis¬ 
trator  will  reduce  his  selective  examination 
program  of  the  property  control  system  to  a 
minimum  consistent  with  the  need  for  estab¬ 
lishing  the  accuracy  and  adequacy  of  the 
property  audit  unit’s  operations. 

(c)  Through  (g)  no  implementation. 

(h)  The  establishment  of  monetary  levels 
below  which  individual  item  records  of  plant 
equipment  will  not  be  required  will  be  con¬ 
sistent  with  the  contractor’s  established 
policies  and  procedures,  provided  that  indi- 
viduaUtem  records  are  established  and  main¬ 
tained  for  every  item  of  the  AP  Industrial 
gqulpment  Central  Inventory  Management 
Program. 

B-302  Pricing. 

(a)  Separate  unit  prices  will  be  applied  to 
i  >ms  of  special  tooling  fabricated  by  the 
contractor;  provided  when  the  costs  of  estab¬ 
lishing  or  maintaining  detailed  records  for 
Individual  items  of  special  tooling  are  consid¬ 
ered  to  be  excessive  and  not  practicable  in 
the  light  of  all  the  circumstances,  then  it 
may  be  permissible  to  use  “group  pricing” 
for  special  tooling.  Group  pricing  may  be 
used  for  “work-in-process.” 

0)  If  Government  property  is  shipped 
from  an  AP  contractor,  or  subcontractor,  to  a 
second  contractor,  another  subcontractor,  or 
second  location  of  operation,  and  the  trans¬ 
ition  involves  a  transfer  from  one  property 
iccount  to  another,  the  shipping  activity  will 
furnish  unit  prices  of  the  Government  prop¬ 
erty  shipped.  Whenever  the  records  of  Gov¬ 
ernment  property, consisting  of  special  tool¬ 
ing  or  work-in-process,  are  maintained  on  the 
basis  of  “group  pricing,”  and  the  property  is 
transferred  by  individual  units  rather  than 
in  entire  group,  the  shipping  activity  will 
establish  a  unit  price  for  such  units,  based 
upon  a  reasonable  estimate  thereof,  and 
transmit  such  information  to  the  receiving 
activity. 

(2)  It  is  a  recognized  practice  of  many  con¬ 
tractors  to  record  the  unit  price  of  property 
on  other  than  the  quantitative  inventory 
record,  thus  requiring  the  use  of  supple¬ 
mentary  cost  records  to  ascertain  unit  prices. 
Under  such  circumstances,  the  property  ad¬ 
ministrator  may  rely  upon  the  supple¬ 
mentary  records  which  contain  such  infor- 
mation. 

(b)  Normally,  the  unit  price  of  T3overn- 
ment-furpished  property  will  be  provided  on 
the  shipping  document  prepared  by  the  AP 
activity  accomplishing  the  shipment  to  the 
contractor’s  facility.  Such  unit  prices  will 
be  recorded  according  to  the  contractor’s  ap¬ 
proved  property  control  system.  The  prop¬ 
erty  administrator  will  assure  that  the  unit 
price  is  properly  recorded  on  the  appropriate 
records  and.  when  such  information  is  not 
furnished  on  the  shipping  document,  he  will 
Initiate  action  through  the  property  class 

t  wpervisor  of  the  shipping  activity  to  obtain 

|  toe  unit  price.  When  definite  Information 
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as  to  unit  price  cannot  be  obtained,  reason¬ 
able  estimates  will  be  used. 

B-304  Records  to  be  maintained  by  the 
contractor.  The  quantities  of  property  or 
the  nature  of  property  transactions  at  a 
contractor’s  secondary  site  ar  a  subcontrac¬ 
tor’s  location  may  be  such  that  a  more 
complete  and  accurate  control  can  be  ac¬ 
complished  by  the  utilization  of  the  prop¬ 
erty  control  system  existing  at  the  secondary 
site  or  subcontractor’s  location.  Where  the 
circumstances  necessitate  revision  of  the 
prime  contractor’s  control  system  to  permit 
utilization  of  records  and  controls  at  the 
secondary  site  or  subcontractor’s  location, 
the  property  administrator  will  advise  the 
prime  contractor  with  respect  to  the  in¬ 
adequacy  of  property  controls  established  at 
the  prime  contractor’s  facility!  and  will  re¬ 
quest  that  the  prime  contractor  establish 
separate  property  accounts  at  the  secondary 
site  or  subcontractor’s  plant. 

B-304. 1  Records  of  material.  No  imple¬ 
mentation.  v 

(а)  through  (c)  No  implemehtatlon. 

(d)  The  Government  invoices,  contractor’s 

purchase  or  receiving  documents,  or  other 
documents  which  establish  evidence  of  re¬ 
ceipt,  issue,  and  use  may  be  accepted  as  ade¬ 
quate  property  control  records  for  material, 
whether  Government-furnished  or  contrac¬ 
tor-acquired,  which  is  Issued  ior  Immediate 
consumption  upon  receipt  and  not  entered 
in  the  costed-inventory  account  as  a  matter 
of  sound  business  practice.  This  method  of 
control  may  be  authorized,  through  approval 
of  the  contractor’s  property  control  system, 
in  the  following  instances: 

(1)  Property  charged  through  overhead. 
Included  but  not  limited  to  items  used  in 
manufacturing,  maintenance,  or  office  sup¬ 
plies,  etc. 

(2)  Property  under  research  and  develop¬ 
ment  contracts. 

(3)  Subcontract  or  outside  production 
items. 

(4)  Nonstock  of  special  items.  These 
Items  are  considered  to  be  those  whose  pro¬ 
curement  cycle  is  irregular  and  infrequent. 

(5)  Items  (such  as  maintenance  and  re¬ 
pair  parts  to  plant  equipment)  which  are 
procured  for  direct  charge  to  a  contract, 
procured  and  issued  for  installation  upon 
receipt,  and  involve  no  spoilage. 

(б)  Items  used  from  contractor’s  In¬ 
ventory  directly  to  production,  maintenance, 
etc. 

B-304. 3  Records  of  plant  equipment.  The 
form  of  property  records  maintained  for 
plant  equipment  is  optional  on  the  part 
of  the  contractor  provided  the  minimum  in¬ 
formation  and  data  required  by  the  Manual 
is  contained  therein.  Location  records  of 
plant  equipment  will  be  maintained  within 
the  contractor’s  property  control  system  in 
sufficient  detail  to  permit  the  finding  of  any 
item  or  group  of  like  items,  without  undue 
delay.  The  amount  of  description  detail  re¬ 
quired  is  dependent  upon  such  factors  as 
the  nature  and  size  of  the  operation  and 
the  nature  and  use  of  the  equipment. 
Normally,  the  location  of  plant  equipment 
of  a  stationary  nature  such  as  installed 
equipment  or  equipment  placed  in  fixed 
locations  for  production  purposes  will  be 
recorded  on  the  official  plant  equipment 
records.  Supplementary  records  may  be 
used  for  items  which  are  subject  to  fre¬ 
quent  movement  such  as  portable  equipment 
or  other  items  that  are  used  at  various  loca¬ 
tions  during  the  manufacturing  process. 

B-304. 4  Records  of  real  property.  Certain 
contracts  provide  that  the  contractor  will 
be  reimbursed  by  the  Government  for  the 
cost  of  specified  modification,  or  rearrange¬ 
ment  of  contractor-owned  plant  or  facilities 
necessary  for  commencement  of  work  under 
the  contract,  and  also  for  the  cost  of  in¬ 
stalling  Government-furnished  facilities. 
To  provide  information  in  a  form  necessary 
to  effect  satisfactory  settlement  under  the 


contract,  the  property  administrator  and 
the  administrative  contracting  officer  will, 
within  a  reasonable  time  after  completion 
of  such  work,  make  a  joint  review  of  the 
Government  property  involved  to  determine 
so  far  as  possible  those  items  which  may 
have  a  salable  or  utility  value  and  only 
descriptive  summary  records  will  be  prepared 
for  items  of  no  apparent  salable  or  utility 
value.  Where  actual  cost  cannot  be  ob¬ 
tained,  estimated  costs  may  be  used.  Under 
projects  or  contracts  which  have  provided 
the  Government  with  only  a  lien  or  other 
nontitle  Interest,  descriptive  summary 
records  of  the  property  will  be  prepared. 
Such  property  is  not  required  to  be  marked 
for  identification  purposes. 

B— 304.6  Records  of  related  data  and  in¬ 
formation.  Unless  unusual  circumstances 
make  it  necessary  to  exercise  special  con¬ 
trols,  the  requirements  of  chapter  I  of  this 
title  as  pertains  to  formal  accounting  records 
will  not  be  applicable  to  such  data  as  paper- 
bound  volumes,  manuals,  bulletins,  circulars, 
pamphlets,  blueprints,  magazines,  periodi¬ 
cals,  serial  publications,  and  similar  com¬ 
positions  which  are  furnished  to  a  contrac¬ 
tor  for  use  in  the  performance  of  a  contract, 
provided  the  contractor’s  control  systefn,  in 
conformance  with  sound  industrial  prac¬ 
tices,  assures  proper  use  thereof  under  the 
contract.  A  literary  composition  perma¬ 
nently  bound  in  a  durable  cover  and  maga¬ 
zine  or  periodicals  permanently  bound  as 
volumes  are  considered  as  books  and,  as  such, 
are  subject  to  the  formal  accounting  pro¬ 
cedures  of  the  Manual. 

B-304.7  Financial  control  accounts.  The 
form  and  content  of  financial  control  ac* 
counts  established  and  maintained  accord¬ 
ing  to  the  Manual  is  optional  on  the  part 
of  contractors,  provided  such  accounts  are 
adequate  to  provide  the  information  re¬ 
quired  and  are  susceptible  to  local  recon¬ 
ciliation. 

Part  IV — Miscellaneous  Provisions  * 

B-401  Identification  and  commodity  clas¬ 
sification — Marking. 

B-401. 1  Identification. 

(a)  Extent  of  Identification,  v. 

(i)  N® implementation. 

(ii)  The  method  of  marking  and  identify¬ 
ing  Government-owned  special  tooling  will 
be  agreed  to  by  the  contractor  and  the  ad¬ 
ministrative  contracting  officer.  The  con¬ 
tractor  will  be  responsible  for  determining 
whether  or  not  the  marking  will  damage 
the  tooling  or  is  otherwise  impracticable. 
The  contractor  will  advise  the  administra¬ 
tive  contracting  officer,  in  writing,  of  any 
such  determination. 

(iii)  Plant  equipment,  other  than  that  in¬ 
cluded  within  the  Departmental  industrial 
equipment  reserve  program,  will  be  assigned 
an  identification  number  and  marked  ac¬ 
cording  to  a  system  of  identification  and 
marking  as  agreed  to  by  the  contractor  and 
administrative  contracting  officer,  provided 
the  system  conforms  to  the  requirements  of 
the  Manual.  Numbers  and  tags  will  be  per¬ 
manent  and«will  not  be  changed  as  long  as 
the  equipment  remains  under  the  control  of 
the  Air  Force.  When  plant  equipment  is 
provided  to  contractors,  and  is  marked  and 
identified  in  substantial  compliance  with  the 
requirements  of  the  Manual,  it  will  not  be 
required  that  such  markings  be  changed  or 
altered. 

B— 402  Contractor’s  responsibility  and  lia¬ 
bility. 

B— 402.1  Contractor’s  responsibility.  No 
implementation.  N 

(a)  Consumption  of  Property  in  the  Per¬ 
formance  of  the  Contract.  No  clear-cut  or 
concise  individual  document  will  be  obtain¬ 
able  for  property  consumed  in  performance 
of  the  contract.  Evidence  of  determinations 
of  reasonable  usage  will  be  contained  in  the 
property  administrator’s  working  papers,  and 
the  administrative  contracting  officer  will  be 
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B-402.3  Shipment  and  receipt  of  govern¬ 
ment-furnished  property. 

(a)  When  responsibility  and  account¬ 
ability  for  Government  property  in  an 
unserviceable  condition  is  to  be  transferred 
from  a  contractor  to  another  contractor  or 
to  an  AP  installation,  appropriate  determina¬ 
tion  as  to  responsibility  for  its  condition 
must  be  accomplished.  In  instances  of 
transfer  of  Government  property  in  an  un¬ 
serviceable  condition,  the  property  will  be 
listed  on  a  separate  shipping  document, 
which  will  contain  the  following  certifica¬ 
tion:  \ 

The  property  listed  hereon  is  in  an  unservice¬ 
able  condition.  Appropriate  inspection  by 
those  concerned  with  determination  of  re¬ 
sponsibility  for  its  condition  has  been  made. 


noucu  uaaiid  Jjiuvioiuiis  oi  tnls  PAn 
paragraph  may  be  retired  without  reou^ 
ment  for  final  audit  by  the  Auditor  Geni*,' 
B-450  Reusable  containers.  The  contr 
tor’s  property  control  system  will  provided 
adequate  control  of  reusable  contains 
which,  for  the  purpose  of  this  section  w! 
those  Government-owned  containers  co 
sidered  to  be  economically  reusable  subse' 
quent  to  removal  of  original  contents 
B— 451  Returnable  containers.  Retumahl 
containers  are  those  containers  title  to  whk* 
remains  with  the  vendor  necessitating 
turn  to  the  vendor  by  the  Government  srtthln 
a  specified  time  limit,  or  title  is  transferred 
to  the  Government  under  the  terms  of 
contract  and  such  containers  may  be  re& 
turned  to  the  vendor  within  a  specified  tlma 
with  reimbursement  to  the  Government  by 
the  vendor.  Returnable  containers  received 
at  a  contractor’s  facility  as  a  result  of  pro- 
curement  initiated  by  the  contractor  are  the 
responsibility  of  the  contractor. 

Part  XX — Adjustment  of  Discrepancies  Inci¬ 
dent  to  the  Shipment  of  Government 
Property 

B— 2001  Definition.  “Discrepancies  ind. 
dent  to  shipment”  include  all  deficiencies 
incident  to  the  shipment  of  Government 
property  to  or  from  a  contractor’s  facility 
whereby  differences  exist  between  the  prop- 
erty  purported  to  have  been  shipped  and  tbe 
property  actually  received.  Such  deficiencies 
include,  but  are  not  limited  to  loss,  damage, 
destruction,  improper  status  and  condition 
coding,  error  in  identity  or  classification, 
and  improper  consignment. 

B-2002  General. 

(a)  Government  property  shipped  to  a 
contractor  for  use  in  the  performance  of  a 
contract  may  be  subject  to  loss,  damage,  or 
destruction  while  in  transit  from  a  military 
installation  or  another  contractor’s  facility, 
or  may  be  found  upon  receipt  to  differ  from 
that  property  indicated  to  have  been  shipped. 
Since  a  contractor  is  responsible  and  account¬ 
able  for  only  that  property  delivered  to  his 
control  or  custody,  procedures  are  hereinafter 
set  forth  to  explain  and  record  the  circum¬ 
stances  surrounding  a  discrepancy  and  to 
resolve  questions  of  responsibility  including 
determinations  of  liability  where  applicable. 

(b)  A  contractor’s  approved  material  re¬ 
ceiving  and  inspection  procedures  provide  for 
verifying  the  condition  and  count  or  weight 
of  property  received  and  for  prompt  process¬ 
ing  of  reports,  claims,  or  adjustments  re¬ 
quired  by  discrepancies  discovered. 

(1)  In  the  event  of  discrepancy  incident 
to  shipment  of  contractor-acquired  property, 
the  contractor  is  responsible  for  processing 
the  claims  and/or  adjustments  in  either  of 
the  following  instances: 

(1)  When  the  shipment  has  been  made 
via  commercial  bill  of  lading  not  for  conver¬ 
sion  to  Government  bill  of  lading  and  the 
discrepancy  is  determined  to  be  carrier 
responsibility. 

(ii)  Whenever  the  discrepancy  is  deter¬ 
mined  to  be  the  vendor’s  responsibility. 

(2)  On  the  other  hand,  Government  per¬ 
sonnel  are  responsible,  as  set  forth  herein, 
for  processing  claims  and  possibly  effecting 
adjustments: 

(i)  In  all  instances  of  discrepancy  inci¬ 
dent  to  shipment  of  Government-furnished 
property. 

(ii)  In  those  instances  of  discrepancy  in¬ 
cident  to  shipment  of  contractor-acquired 
property  moving  on  Government  bill  of  lad¬ 
ing,  or  for  conversion  thereto,  when  the 
discrepancy  is  determined  to  be  carrier  re¬ 
sponsibility. 

(3)  Under  either  subparagraph  (1)  or  (2) 
of  this  paragraph,  Government  personnel  are 
responsible  for  assuring:  (i)  protection  of 
the  Government’s  interests  in  connection 
with  any  shortage,  incorrect  representation, 
damage,  or  destruction  of  Government  prop¬ 
erty,  (ii)  correction  of  practices  which  con- 
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ibute  to  or  result  In  general  conditions  of 
discrepancy,  and  (iii)  adjustment  of  related 
roblems  or  conditions  resulting  from  a  dis¬ 
crepancy  between  consignee,  consignor,  and/ 

0r<c)  A  deficiency  incident  to  shipment  of 

fiovernment-furnished  property  not  exceed - 
$10  in  value,  or  a  damage  which  does  not 
imoair  the  usefulness  of  the  property  or 
reader  it  unsuitable  for  use,  may  be  deter¬ 
mined  to  be  inconsequential  by  the  property 
administrator  and  need  not  be  reported 
under  the  procedures  of  this  section. 

/d)  When  the  quantity  or  description  of 
property  received  by  a  contractor  differs  from 
the  quantity  or  description  denoted  as 
shipped  on  the  shipping  document,  and  after 
inspection  of  the  shipment  has  established 
the  disagreement  to  be  a  fact,  only  that 
Quantity,  or  property,  received  will  be  re¬ 
corded  on  the  official  property  records  of  the 
contractor. 

(e)  The  method  of  adjusting  discrepancies 
incident  to  shipment  will  vary  according  to 
circumstances  surrounding  a  particular  case, 
as  determined  by  Government  personnel  in¬ 
volved.  The  procedures  in  this  section  will 
be  used  in  the  reporting  and  adjustment  of 
discrepancies  as  appropriate  to  the  nature  of 
eaCn  deficiency. 

§  1030.3  Appendix  C — Manual  for 
control  of  Government  property  in  pos¬ 
session  of  non-profit  research  and  de¬ 
velopment  contractors. 

Part  I — Introduction 

C-102  Applicability  of  manual. 

(a)  AP  policy  is  that  maximum  efficiency 
and  economy  of  operation  will  be  obtained 
by  the  utilization  of  the  contractor’s  property 
records  as  the  official  Government  records  in 
connection  with  those  contracts  executed 
prior  to  the  effective  date  of  Part  13  chapter 
1  of  this  title,  “Government  Property,”  which 
required  the  Government  to  maintain  prop- 

k  erty  control  records  according  to  WD  Memo 
35-6520-1.  With  respect  to  those  contracts 
requiring  compliance  with  WD  Memo  35- 
.  6520-1  in  the  control  of  Government  prop¬ 
erty,  Government  personnel  are  not  required 
to  comply  with  such  provisions  above  and 
beyond  the  requirement  of  the  Manual,  al¬ 
though  the  contractor  has  a  continuing  ob¬ 
ligation  to  comply  with  the  directive  re¬ 
quired  and  specified  by  its  contract. 

(b)  The  prime  contractor  is  responsible  for 
Insuring  in  all  subcontracts  that  Government 
property  provided  to  such  subcontractors  will 
be  protected,  preserved,  and  maintained  ac¬ 
cording  to  sound  industrial  practice. 

C-103  Definitions. 

C-103.6  Property  account.  The  property 
account  will  be  assigned  the  same  number 
as  the  prime  contract.  Subcontract  prop¬ 
erty  accounts  will  be  assigned  a  number  con¬ 
sisting  of  the  prime  contract  number  plus 
a  suffix  which  will  be  the  number  of  the  sub¬ 
contract  or  purchase  order,  assigned  by  the 
prime  contractor. 

C-103. 50  Appointing  authority.  “Ap¬ 
pointing  authority”  refers  to  the  authority 
empowered  by  delegation  to  designate  con¬ 
tracting  officers,  property  administrators, 
and  representatives  of  contracting  officers. 

C-103.51  Contract  administration.  “Con¬ 
tract  administration”  means  the  perform¬ 
ance  of  any  and  all  acts,  other  than  the  ex¬ 
ecution  of  contractual  documents,  author¬ 
ized  to  be  performed  by  a  contracting  officer 
or  his  duly  authorized  representative (s ) , 
either  under  the  terms  of  any  'particular 
contract  or  according  to  the  provisions  of 
public  laws,  Executive  orders,  and/or  ap¬ 
plicable  regulations  and  instructions  of  the 
.  department  assigned  administrative  respon¬ 
sibility  for  a  contract. 

C-103.52  Secondary  responsibility.  “Sec¬ 
ondary  responsibility”  means  the  responsibil¬ 
ity  for  subordinate  phases  of  contract  ad¬ 
ministration  to  be  performed  by  a  procure- 
No.43— 58 - 31 

I 


ment  activity  other  than  that  designated  as 
the  office  of  administration. 

C— 103.53  Custodial  records.  “Custodial 
records”  are  written  memorandums  of  any 
description  or  type,  used  to  control  items 
issued  to  plant  employees  from  tool  cribs, 
tool  rooms,  stockrooms,  etc.,  such  as  requisi¬ 
tions,  issue  slip  receipts,  tool  checks,  and 
stock  record  books. 

C-103. 54  Property  records.  “Property 
records,”  as  used  in  this  section  are  inter¬ 
preted  to  be  all-inclusive  of  records  affect¬ 
ing  the  status  of  Government  property,  and 
are  not  restricted  to  stock  records  or  other 
forms  of  an  inventory  record. 

C-103 .55  AF  representative.  See  §  1013.101- 
65  of  this  chapter. 

C^lOS.Se  Special  nuclear  material.  See 
§  1013.101-66  of  this  chapter. 

Part  II — Government  Administrative 
Provisions 

C-204  Shipment  and  receipt  of  Govern¬ 
ment-furnished  property. 

(a)  When  responsibility  and  accountabil¬ 
ity  for  Government  property  in  an  unservice¬ 
able  condition  are  to  be  transferred  from  a 
contractor  to  another  contractor  or  to  an  AP 
installation,  responsibility  for  its  condition 
must  be  appropriately  determined.  In  in¬ 
stances  of  transfer  of  Government  property 
in  an  unserviceable  condition,  the  property 
will  be  listed  on  a  separate  shipping  docu¬ 
ment,  containing  the  following  certification: 

The  property  listed  hereon  is  in  an  unservice¬ 
able  condition.  Appropriate  inspection  by 
those  concerned  with  determination  of  re¬ 
sponsibility  for  its  condition  has  been  made. 


(Property  Administrator) 

(b)  Certain  contracts  under  which  Gov¬ 
ernment  property  is  provided  for  incorpora¬ 
tion  into  the  end  item  specify  that  the  end 
item  will  be  accepted  at  destination  rather 
than  at  the  contractor’s  facility.  The  Gov¬ 
ernment  property  will  be  transferred  via 
shipping  document  or  DD  Form  250,  “ma¬ 
teriel  Inspection  and  Receiving  Report 
(Domestic),”  to  the  property  account  of  the 
receiving  facility  designated  to  accept  the 
end  item  for  the  Government.  Normally, 
two  copies  of  the  shipping  document  will 
accompany  the  shipment  of  the  end  item; 
however,  if  that  is  not  the  case,  a  confirm¬ 
ing  transfer  will  be  accomplished. 

(1)  The  shipping  document  will  list  only 
the  items  of  Government-furnished  property 
incorporated  into  the  end  item  and  a  nota¬ 
tion  will  be  placed  on  the  face  of  the 
shipping  document  setting  forth  the  fact 
that  the  property  being  transferred  is  in¬ 
corporated  into  the  end  item  which  was 
forwarded  according  to  the  terms  of  the 
contract  (No.)  to  (destination)  for  test  and 
final  acceptance.  If  the  shipping  document 
does  not  accompany  the  actual  shipment,  the 
notation  will  indicate  that  the  shipping  doc¬ 
ument  confirms  shipment  made  previously 
and  will  show  the  date,  method  of  shipment, 
bill  of  lading  number,  and  any  pertinent 
information  which  may  assist  the  individual 
exercising  surveillance  over  the  receiving 
property  account  to  verify  the  receipt  of  the 
property. 

(2)  All  end  items  which  are  shipped  for 
acceptance  at  a  destination  other  than  that 
specified  In  the  contract  will  be  reported 
to  the  administrative  contracting  officer  for 
appropriate  action. 

C-205  Sources  from  which  Government 
property  may  be  furnished  or  acquired. 

C-205. 1  Military  installations  or  other 
contractors’  plants. 

(a)  Government  property  will  be  furnished 
to  a  contractor  only  when  specifically  pro¬ 
vided  for  by  the  terms  of  a  written  contract. 
When  the  fact  is  disclosed  that  Government 
property  is  in  the  possession  of  the  con¬ 
tractor  without  contractual  coverage,  the 
property  administrator  will  take  immediate 


action  to  return  the  property  to  the  shipping 
organization,  or  obtain  appropriate  con¬ 
tractual  coverage.  , 

(b)  Exception  to  the  policy  cited  in  sub- 
paragraph  (a)  of  this  paragraph  has  been 
authorized  when  it  is  determined  that  the 
shipment  of  any  item  of  Government  prop¬ 
erty  to  a  contractor,  when  not  ppeciflcally 
provided  for  in  a  contract,  is  in  the  best 
Interests  of  the  Air  Force.  Shipments  antici¬ 
pated  under  such  authority  are  for  the 
purpose  of  inspection,  test,  calibration, 
modification,  replacement,  and/or  repair  at 
no  cost  to  the  Government. 

C— 205.3  Withdrawal  from  contractor- 
owned  stores.  Property  withdrawn  from 
contractor-owned  stores,  for  direct  charge 
to  a  contract,  is  considered  Government 
property  at  the  time  of:  Issuance  for  use 
under  the  contract,  allocation  for  use  under 
the  contract,  or  approval  of  the  claim  for 
reimbursement — whichever  is  earlier. 

C-207  Contractor’s  records. 

C— 207.1  General  policy.  The  contractor 
is  obligated  by  virtue  of  the  provisions  of 
the  contract  to  maintain  adequate  property 
control  records,  which  are  designated  and 
used  as  the  official  contract  records. 

(a)  The  authority  to  grant  exceptions  to 
the  policy  that  the  contractor’s  records  will 
be  designated  and  used  as  the  official  con¬ 
tract  records  has  been  delegated  as  set  forth 
in  $  1013.103  (b)  of  this  chapter. 

(b)  When  Government  property  Is  dis¬ 
closed  to  be  in  the  custody  or  control  of  a 
contractor  but  not  contractually  covered, 
the  contractor  will:  record  such  property 
according  to  the  established  property  con¬ 
trol  system,  and  furnish  the  property  ad¬ 
ministrator  with  all  known  circumstances 
and  factual  data  pertaining  to  its  receipt. 
When  the  anticipated  use  of  the  property 
can  be  associated  with  the  performance  of 
a  particular  contract,  the  property  will  be 
recorded  in  the  official  property  records  of 
that  contract. 

C-207.2  The  contractor’s  property  control 
system.  Generally,  contractors  have  estab¬ 
lished  procedures,  methods  and  controls 
which  may  be  described  and  set  forth  in 
various  manuals,  documents,  memorandums, 
etc.,  or  which  may  be  in  the  form  of  written 
statements  prepared  by  the  contractors,  all  of 
which  serve  to  prescribe  the  techniques  of 
property  control.  These  procedures,  methods, 
controls,  and  techniques  comprise  the  con¬ 
tractor’s  property  control  system.  If  the 
property  control  system  fulfills  the  basic  re¬ 
quirements  of  the  Manual,  it  will  be  approved 
according  to  the  provisions  of  the  Manual  and 
the  contractor  will  not  be  required  to  prepare 
an  additional  composite  manual  solely  to  ob¬ 
tain  the  requisite  approval. 

(a)  When  a  contractor  has  an  established 
property  audit  unit,  whose  operations  are 
considered  adequate  for  safeguarding  the 
interests  of  the  Government,  the  property 
administrator  will  reduce  his  selective  exam¬ 
ination  program  of  the  property  control 
system  to  a  minimum  consistent  with  the 
need  for  establishing  the  accuracy  and  ade¬ 
quacy  of  the  property  audit  unit’s  operations. 

C-207. 10  Pricing.  Normally,  the  unit  price 
of  Government-furnished  property  will  be 
shown  on  the  shipping  document  prepared  by 
the  AF  activity  making  the  shipment  to  the 
contractor’s  facility.  Such  unit  prices  will 
be  recorded  according  to  the  contractor's 
approved  property  control  system.  The 
property  administrator  will  assure  that  the 
unit  price  is  properly  recorded  on  the  ap¬ 
propriate  records.  When  such  information 
is  not  furnished  on  the  shipping  document 
he  will  Initiate  action  through  the  property 
class  supervisor  of  the  shipping  activity  to 
obtain  the  unit  price.  When  definite  infor¬ 
mation  as  to  unit  price  cannot  be  obtained, 
reasonable  estimates  will  be  used. 

C— 209  Identification  and  commodity  clas¬ 
sification — Marking. 
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working  papers,  and  the  administrative  con¬ 
tracting  officer  will  be  currently  informed  of 
results  of  the  usage  analysis  program  by  the 
property  administrator. 

(b)  Retention  by  the  Contractor.  No 
implementation. 

C-304  Contractor’s  liability.  Provisions 
of  the  contract  relieving  the  contractor  from 
liability  for  Government  property  under  cer-  adjustments : 

tain  circumstances  are  not  intended  to  lower  (”  *  *  _  _ 

the  standard  of  care  to  be  exercised  by  the  to  shipment  of  Government-furnished 
contractor  in  respect  to  such  property  and  erty. 
do  not  relieve  the  contractor  from  the  obli¬ 
gation  to  maintain  a  system  of  property 
control  and  accounting  as  prescribed  by  this 
section.  . 

C— 306  Property  control  records. 

( a )  Real  Property.  Certain  contracts  pro¬ 
vide  that  the  contractor  will  be  reimbursed 
by  the  Government  for  the  cost  of  specified 
modification  or  rearrangement  of  contractor- 
owned  plant  or  facilities  necessary  for  com¬ 
mencement  of  work  under  the  contract,  and 
also  for  the  cost  of  installing  Government- 
furnished  facilities.  To  provide  information 
in  a  form  necessary  to  effect  satisfactory 
settlement  under  the  contract,  the  property 
administrator  and  the  administrative  con¬ 
tracting  officer  will,  within  a  reasonable  time 
after  completion  of  such  work,  make  a  joint 
review  of  the  Government  property  involved 
to  determine  so  far  as  possible  those  items 
which  may  have  a  salable  or  utility  value, 
and  only  descriptive  summary  records  will 
be  prepared  for  items  of  no  apparent  salable 
or  utility  value.  When  actual  cost  cannot 
be  obtained,  estimated  costs  may  be  used. 

Under  projects  or  contracts  which  have  pro¬ 
vided  the  Government  with  only  a  lien  or 
other  nontitle  interest,  descriptive  summary 
records  of  the  property  will  be  prepared. 

Such  property  is  not  required  to  be  marked 
for  identification  purposes. 

(b)  Records  of  Related  Data  and  Informa¬ 

tion.  Unless  it  is  deemed  necessary  to  exer¬ 
cise  special  controls,  accounting  records  will 
not  be  required  for  such  data  as  paperbound 
volumes,  manuals,  bulletins,  circulars,  pam¬ 
phlets,  magazines,  periodicals,  serial  publica¬ 
tions,  and  similar  compositions  which  are 
furnished  to  a  contractor  for  use  in  the 
administration  of  a  contract,  provided  the 
contractor’s  control  system  otherwise  assures 
proper  use  thereof  under  the  contract.  A 
literary  composition  permanently  bound  as 
volumes  is  considered  books  and  as  such  is 
subject  to  formal  inventory  control  proce-  pART  jo50 
dures.  To  Be 

Part  XX — Adjustment  of  Discrepancies  In -  ContrAi 

cident  to  the  Shipment  of  Government 
Property  Sec. 

H  y  1050.000  ! 

C— 2002  General .<  1050.001  j 

(a)  Government  I  property  shipped  to  a  1050.002  ] 

contractor  for  use  in  the  performance  of  a  1050.004  ! 

contract  may  be  subject  to  loss,  damage,  or  1050.006  1 
destruction  while  in  transit  from  a  military  No.  4. 

installation  or  another  contractor’s  facility, 
or  may  be  found  upon  receipt  to  differ  from  Authori 
that  property  indicated  to  have  been  shipped,  under  sec. 

Since  a  contractor  is  responsible  and  ac- 
countable  for  only  that  property  delivered  127-133;  1< 
to  his  control  or  custody,  procedures  are  §  1050. C 
hereinafter  set  forth  to  explain  and  record  se^g 
the  circumstances  surrounding  a  discrep-  n  , 
ancy  and  to  resolve  questions  of  responsi-  lJepartmt 
bility  including  determinations  of  liability  labor  sup 
where  applicable.  in  the  pla 

(b)  A  contractor’s  approved  material  re-  implemer 

ceiving  and  inspection  procedures  provide  for  3.219  of  tl 
verifying  the  condition  and  count  or  weight  . 

of  property  received  and  for  prompt  process-  §  1 050.1 
ing  of  reports,  claims,  or  adjustments  re-  part  app. 
quired  by  discrepancies  discovered.  ment  an 

(1)  In  the  event  of  discrepancy  incident  field  proc 
to  shipment  of  contractor-acquired  property,  AP  local 
the  contractor  is  responsible  for  processing  tinentall 
the  claims  and/or  adjustments  in  either  of 
the  following  Instances:  §  1050.1 

(i)  When  the  shipment  has  been  made  via  Executive 
commercial  bill  of  lading  not  for  conversion  will  moni 


C-209.1  Identification.  Plant  equipment, 
other  than  that  Included  within  the  De¬ 
partmental  industrial  equipment  reserve 
program,  will  be  assigned  an  identification 
number  and  marked  according  to  a  system  of 
identification  and  marking  as  agreed  to  by 
the  contractor  and  administrative  contract¬ 
ing  officer  provided  the  system  conforms  to 
the  requirements  of  the  Manual.  Numbers 
and  tags  will  be  permanent  and  will  not  be 
changed  so  long  as  the  equipment  remains 
under  the  control  of  the  Air  Force.  When 
plant  equipment  is  provided  to  contractors 
and’ is  marked  and  identified  in  substantial 
compliance  with  the  requirements  of  the 
Manual,  it  will  not  be  required  that  such 
markings  be  changed  or  altered. 

C— 211  Physical  inventories. 

C— 211.1  Before  termination  or  completion. 
The  property  administrator  will  assure  on  a 
continuing  basis  that  the  approved  inventory 
procedures  are  effectively  applied.  Where  it 
is  considered  that  the  approved  procedures 
relative  to  method  and  frequency  of  physical 
inventory  are  inadequate  for  any  reason,  the 
prbperty  administrator  will  direct  the  de¬ 
ficiency  to  the  attention  of  the  contractor  for 
appropriate  action. 

C-211.5  Discrepancies.  In  the  event  of 
discrepancies,  investigations  will  be  made 
to  determine  as  far  as  possible  whether  such 
discrepancies  represent  actual  losses  of  Gov¬ 
ernment  property,  and  if  so,  the  causes  of 
such  losses.  Differences  caused  by  record 
error,  or  offsetting  overages  and  shortages 
of  similar  items  are  not  considered  actual 
losses. 

(a)  If  adjustment  is  necessitated  by  post¬ 
ing  or  record  error,  each  correction  should 
include  identification  of  the  error  on  the 
official  contract  record. 

(b)  The  offset  of  shortage  by  overage  is 
considered  proper  only  to  the  extent  that 
similar  items  are  involved.  The  offset  ad¬ 
justment  of  dissimilar  items  which  may  ap¬ 
pear  comparable  in  quantity  or  dollar  value 
will  not  be  approved. 

Part  III — Contractor’s  Obligations 

C-301  General.  Government  property  in 
the  possession  of  subcontractors  will  be  pro¬ 
tected,  preserved,  and-  maintained  accord¬ 
ing  to  sound  industrial  practice.  The  prime 
contractor  is  responsible  for  including  in 
any  subcontract  under  which  Government 
property  is  delivered  to  the  subcontractor  a 
provision  requiring  at  least  this  degree  of 
care.  The  requirement  established  by  this 
part  III  is  considered  a  minimum,  and  in  no 
way  relieves  the  prime  contractor  of  respon¬ 
sibility  for  complying  with  the  requirements 
established  by  the  contract  and  the  Manual 
with  respect  to  accounting  and  control  of 
Government  property,  even  though  it  is  in 
the  possession  of  a  subcontractor.  The  re¬ 
sponsibility  for  maintenance  of  adequate 
property  controls  vested  in  a  prime  contrac¬ 
tor  by  the  provisions  of  a  contract  is  all- 
inclusive  with  respect  to  Government 
property  provided  thereunder. 

(a)  Where  the  quantities  of  property  in¬ 
volved  are  such  that  a  more  complete  and 
accurate  control  can  be  accomplished  by 
the  designation  and  utilization  of  the  sub¬ 
contractor’s  property  control  system,  the 
subcontractor’s  records  may  be  used  as  the 
official  contract  records  for  the  property  in 
the  possession  or  custody  of  that  subcon¬ 
tractor,  provided  concurrence  of  the  prime 
contractor  is  secured.  In  such  instances,  a 
separate  property  administrator  may  be 
designated  for  the  subcontract. 

C-303  Contractor’s  responsibility.  No 
implementation. 

(a)  Consumption  of  Property  in  the  Per¬ 
formance  of  the  Contract.  No  clearcut  or 
concise  individual  document  will  be  ob¬ 
tainable  for  property  consumed  in  perform¬ 
ance  of  the  contraot.  Evidence  of 
determinations  of  reasonable  usage  will  be 
contained  in  the  property  administrator’s 


to  Government  bill  of  lading  and  the  di*. 
crepancy  is  determined  to  be  carrier  resnn« 
sibility. 

(ii)  Whenever  the  discrepancy  U  deter 
mined  to  be  the  vendor’s  responsibility 

(2)  On  the  other  hand,  Government 
personnel  are  responsible,  as  set  forth  herein 
for  processing  claims  and  possibly  effecting 
adjustments: 

(i)  In  all  instances  of  discrepancy  incident 

prop. 

(ii)  In  those  instances  of  discrepancy  in. 
cident  to  shipment  of  contractor-acquired 
property  moving  on  Government  bill  of 
lading,  .or  for  conversion  thereto,  when  the 
discrepancy  is  determined  to  be  carrier  re. 
sponsibility. 

(3)  Under  either  subparagraph  (1)  or  (j\ 
of  this  paragraph.  Government  personnel  are 
responsible  for  assuring:  (i)  protection  of 
the  Government’s  interests  in  connection 
with  any  shortage,  incorrect  representation 
damage,  or  destruction  of  Government  prop^ 
erty,  (ii)  correction  of  practices  which  con¬ 
tribute  to  or  result  in  general  conditions  of 
discrepancy,  and  (iii)  adjustment  of  related 
problems  or  conditions  resulting  from  a  dis¬ 
crepancy  between  consignee,  consignor,  and/ 
or  carrier. 

(c)  A  deficiency  incident  to  shipment  of 
Government-furnished  property,  not  ex- 
ceeding  $10  in  value,  or  a  damage  which  does 
not  impair  the  Usefulness  of  the  property 
or  render  it  unsuitable  for  use,  may  be  de¬ 
termined  to  be  inconsequential  by  the  prop¬ 
erty  administrator  and  need  not  be  reported 
under  the  procedures  of  this  section. 

(d)  When  the  quantity  or  description  of 
property  received  by  a  contractor  differs  from 
the  quantity  or  description  denoted  as 
shipped  on  the  shipping  document,  and  after 
inspection  of  the  shipment  has  established 
the  disagreement  to  be  a  fact,  only  that 
quantity,  or  property,  received  will  be  re¬ 
corded  on  the  official  property  records  of  the 
contractor. 

(e)  The  method  of  adjusting  discrepancies 
incident  to  shipment  will  vary  according  to 
circumstances  surrounding  a  particular  case, 
as  determined  by  Government  personnel  In¬ 
volved.  The  procedures  in  this  part  will  oe 
used  in  the  reporting  and  adjustment  of 
discrepancies  as  appropriate  to  the  nature 
of  each  deficiency. 
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.  labor  surplus  areas  by  maintaining 
staff  surveillance  on  the  functioning  of 
the  policies  and  procedures  in  this  part. 

(b)  Small  business  specialists  will: 

(1)  Make  determinations  concerning 
♦hi  applicability  of  this  part  to  particu- 
Sfprocurements. 

(2)  Maintain  files  of  labor  market  in¬ 
formation  for  the  reference  of  procure¬ 
ment  personnel. 

(c)  Where  no  small  business  specialist 
has  been  appointed,  the  responsibilities 
in  paragraph  (b)  of  this  section  will  be 
performed  by  the  AMA  or  depot  director 
of  procurement  and  production  or  his 
designee  or  by  a  comparable  officer  of  a 
local  purchase  activity. 

(d)  AMA  and  AF  depot  commanders 
and  directors  of  procurement  and  pro¬ 
duction  are  authorized  to  settle  disputes 
on  whether  a  contractor’s  facility  is  lo¬ 
cated  within  an  area  of  substantial  labor 
surplus,  as  set  forth  in  the  Directory  of 
Important  Labor  Market  Areas  issued  by 
the  Department  of  Labor. 

(e)  For  other  responsibilities,  see  sub¬ 
sequent  sections  dealing  with  particular 
department  policies. 

§  1050.004  Subcontracts.  Adminis¬ 
trative  and  local  purchase  contracting 
officers  will  encourage  prime  contractors 
to  award  subcontracts  to  firms  located 
in  areas  of  substantial  labor  surplus. 

§  1050.006  Defense  manpower  policy 
( DMP )  No.  4.  This  section  implements 
§1,302-4  of  this  title  regarding  the  re¬ 
vised  DMP  No.  4. 

(a)  Notwithstanding  the  determina¬ 
tion  of  the  small  business  specialist  re¬ 
garding  the  applicability  of  DMP  No.  4 
to  the  procurement,  the  producing  con- 
tractinr officer  is  responsible  for: 

_  (1)  Determining  whether  the  use  of 
“set-asides”  is  appropriate  (§  1.302-4 
(b)  (ii)  of  this  title)  and,  if  appropriate, 
determining  the  optimum  quantity  in 
connection  with  “set-asides”  (§  2.205-2 
of  this  title). 

(2)  Documenting  the  contract  file 
according  to  §  1.302-4  '(d)  (iv)  of  this 
title. 

(3)  Reporting  according  to  Subpart 
A,  Part  1057,  of  this  chapter. 

(b)  (Sections  2.305-3  and  3.105  of  this 
title.)  When  “set-asides”  are  deemed 
appropriate,  the  following  provision  will 
be  included  in  the  IFB  or  RFP  covering 
procurement  of  the  items  not  set  aside: 

Pursuant  to  Defense  Manpower  Policy  No. 
4,  an  additional  quantity  of  the  items 
covered  by  this  IFB  (or  RFP)  has  been, 
“set  aside”  for  subsequent  negotiation  ex¬ 
clusively  with  firms  who:  (i)  are  located  in 
areas  classified  by  the  Department  of  Labor 
M  areas  of  substantial  labor  surplus;  or  are 
located  in  areas  not  so  classified  by  the  De¬ 
partment  of  Labor  but  submit  with  their 
bids  or  proposals  a  certification  from  the 
Local  State  Employment  Office  that  the  firm 
Is  located  in  an  area  of  substantial  labor 
surplus;  (ii)  will  perform  not  less  than  60 
percent  of  the  dollar  value  of  any  resulting 
contract  in  an  area  of  substantial  labor  sur¬ 
plus,  and  (iii)  have  submitted  a  bid  or 
Proposal  upon  the  items  covered  by  this 
IFB  (or  RFP)  at  a  unit  price  within  120  per¬ 
cent  of  the  highest  award  made  with  respect 
to  the  items  covered  by  this  IFB  (or  RFP). 

<c)  When  a  “set-aside”  is  to  be  used, 
synopses  of  proposed  procurements  of 
the  items  not  set  aside  will  include  the 


statement:  “Set-asides  under  Defense  Include  the  names  of  established  or  po- 
Manpower  Policy  No.  4  may  be  utilized.”  tential  small  business  concerns. 

(d)  Each  contract  for  a  “set-aside”  (e)  It  is  general  AF  policy  to  cooper- 
quantity  that  is  awarded  due  to  prefer-  ate  with  the  SBA  in  assisting  wnai) 


ential  treatment  under  DMP  No.  4  will 
contain  the  following  clause : 

It  is  understood  that  award  of  this  con¬ 
tract  was  due  to, a  “set-aside”  under  De¬ 
fense  Manpower  Policy  No.  4  whereby  the 
contractor  was  given  the  opportunity  of 
meeting  the  contract  price  for  quantities  not 
set  aside.  The  contractor  warrants  that  it 
will  perform  at  least  60  percent  of  the  dol¬ 
lar  value  of  this  contract  in  an  area  of 
substantial  labor  surplus. 

Part  1051 — Small  Business 

Subpart  A — Small  Business  Concerns  and  Air 
Force  Small  Business  Program 

Sec. 

1051.103  General  policy. 

1051.105  Assistance  to  small  business  in 
contract  placement  and  mobilization 
planning. 

1051.105-1  General. 

Subpart  B — Defense  Production  Pools 

1051.202  Statement  of  principles  of  con¬ 
tracting  with  defense  pools. 

1051.203  Execution  of  contracts  with  pools. 

1051.203- 1  Warranty  clause. 

1051.203- 2  Warranty  and  certification  in¬ 
strument. 

1051.203- 3  Exempted  contracts. 

1051.203- 4  Performance  bonds. 

Authority:  §§  1051.103  to  1051.203-4  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — SMALL  BUSINESS  CONCERNS  AND 
AIR  FORCE  SMALL  BUSINESS  PROGRAM 

§  1051.103  General  policy,  (a)  It  is 
AF  policy  that  a  fair  proportion  of  the 
total  purchases  and  contracts  for  sup¬ 
plies  and  services  for  the  Department  of 
the  Air  Force  will  be  placed  with  small 
business  concerns  whether  as  prime  con¬ 
tractors,  subcontractors,  or  suppliers. 

(b)  In  its  own  direct  purchases  from 
industry,  the  Air  Force  will  carry  on  a 
continuing  program  to  afford  small  busi¬ 
ness  concerns  an  equitable  opportunity 
to  compete  in  the  procurement  of  items 
and  services  they  are  capable  of  produc¬ 
ing  or  performing. 

(c)  In  the  placement  and  administra¬ 
tion  of  contracts  with  large,  as  well  as 
small  concerns,  which  in  the  opinion  of 
the  Air  Force  offer  substantial  subcon-. 

'tracting  possibilities,  the  contracting  of¬ 
ficer  and  the  appropriate  administrative 
office  will  bring  this  AF  policy  to  the  at¬ 
tention  of  prime  contractors  and  urge 
prime  contractors  to  take  appropriate 
measures  to  assure  that  small  business 
concerns  are  afforded  an  equitable  op¬ 
portunity  to  compete  for  defense  sub¬ 
contracts  within  their  capabilities. 

(d)  The  general  principles  of  the  AF 
small  business  policy  providing  for  giv¬ 
ing  small  business  firms  an  equitable 
opportunity  to  produce  a  fair  share  of 
the  AF  requirements  of  supplies  and 
services,  will  be  extended  to  mobilization 
planning.  To  the  maximum  extent  pos¬ 
sible  consistent  with  considerations  of 
efficient  production,  geographic  disper¬ 
sion  of  facilities  and  other  military  fac¬ 
tors,  planning  will  be  conducted  with 
small  business  firms  with  respect  to 
items,  the  bidders’  mailing  list  for  which 


business  concerns  to  participate  in  AF 
procurement. 

§  1051.105  Assistance  to  small  busi¬ 
ness  in  contract  placement  and  mobiliza¬ 
tion  planning. 

§  1051.105-1  General — (a)  Set-asides, 
general.  The  Department  of  the  Air 
Force  and  the  SBA.  have  established  a 
joint  program  of  set-asides  for  small 
business,  the  provisions  of  which  apply 
to  classified  as  well  as  unclassified  pro¬ 
curements  if  otherwise  applicable.  The 
purpose  of  this  program  is  to  increase 
the  participation  of  small  business  in  AF 
production  to  the  maximum  extent 
possible  by  the  set-aside  device,  consist¬ 
ent  with  the  primary  procurement 
responsibility  of  the  Air  Force.  A  bid 
or  proposal  on  a  procurement  or  a  por¬ 
tion  of  a  procurement  that  has  been 
set  aside  for  small  business  will  be  con¬ 
sidered  as  nonresponsive  if  it  is  received 
from  a  concern  which  does  not  meet  the 
Department  of  Defense  definition  of  a 
small  business  concern.  Contracting 
officers  and  other  appropriate  AF  person¬ 
nel  engaged  in  carrying  out  this  program 
will  be  guided  by  the  following 
considerations: 

(1)  Shortness  of  time  from  date  of 
issue  of  IFB’s  or  RFP’s  to  opening  or 
closing  date  will  not  be  a  valid  reason 
for  not  making  a  set-aside. 

(2)  The  fact  that,  historically,  a  large 
percentage  of  similar  procurements  have 
gone  to  small  business  concerns  will  not 
constitute  a  valid  and  complete  reason 
for  not  making  a  set-aside. 

(3)  With  respect  to  qualified  products, 
the  set-aside  procedure  'will  not  be  re¬ 
jected  solely  on  the  grounds  that  the 
item  being  procured  is  a  qualified  prod¬ 
uct;  it  may  be  proper  to  make  a  partial 
set-aside  if  both  large  and  small  concerns 
in  adequate  numbers  are  on  the  qualified 
products  list. 

(4)  Applicability  of  the  set-aside  pro¬ 
visions  of  Defense  Manpower  Policy 
(IMP)  No.  4,  as  set  forth  in  Part  1050 
of  this  chapter,  does  not  prevent  a  con¬ 
tracting  officer  from  making  a  total  or 
partial  small  business  set-aside ;  however, 
the  sufficiency  of  small  business  qualified 
sources  in  areas  of  substantial  labor 
surplus  (Group  D,  E,  or  F)  will  be  con¬ 
sidered  by  the  contracting  officer. 

(5)  The  definition  of  a  “fair  propor¬ 
tion  of  the  total  purchases  and  contracts  • 
for  supplies  and  services"  will  not  be  used 
as  a  reason  for  not  making  small  busi¬ 
ness  set-asides. 

(6)  Set-asides  will  not  be  entered  into: 

(i)  Which  would  exclude  planned  pro¬ 
ducers  involuntarily  from  the  opportu¬ 
nity  to  submit  proposals  on  procurement 
of  items  on  which  they  hold  planned 
producer  status.  This  does  not  preclude 
the  making  of  a  partial  set-aside  where 
appropriate. 

(ii)  Which  would  preclude  a  concern 
which  had  satisfactorily  performed  a 
development  contract  for  the  same  or 
similar  item  from  being  considered. 
This  does  not  preclude  the  making  of  a 
partial  set-aside  where  appropriate. 
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(iii)  On  a  procurement  which  must 
be  placed  with  a  justifiable  “sole  source.” 

(7)  In  cases  where  the  set-aside  for 
small  business  of  either  the  total  amount 
or  a  portion  of  a  procurement  is  appro¬ 
priate  and  the  set-aside  could  be  based 
on  either  a  determination  in  which  a 
SBA  representative  participated  or  on 
the  separate  decision  of  the  contracting 
officer,  preference  will  uniformly  be 
given  to  the  joint  action  with  the  SBA 
representative,  but  inability  to  take  the 
action  on  this  basis,  as  for  example,  in 
the  absence  of  any  SBA  representative, 
will  not  operate  to  obstruct  the  making 
of  a  set-aside  by  unilateral  action  in 
cases  that  are  otherwise  appropriate. 

(8)  A  procurement  publicized  in  the 
Department  of  Commerce  “Synopsis  of 
Proposed  Procurement,  Sales  and  Con¬ 
tract  Awards”  which  has  been  set-aside 
for  small  business  will  be  so  labelled  in 
the  Synopsis.  In  synopsizing  the  unre¬ 
served  portion  of  a  procurement  on 
which  a  partial  small  business  set-aside 
has  been  made,  the  statements  appearing 
in  the  IFB  or  RFP  notice  set  forth  in 
paragraph  (e)  (2)  of  this  section  will 
be  published  along  with  the  description 
appearing  in  the  Synopsis. 

(b)  Total  small  business  set-asides. 
The  entire  amount  of  the  procurement 
wiH  be  set-aside  for  exclusive  participa¬ 
tion  of  small  business  concerns  when 
such  action  is  determined  by  the  SBA 
representative  and  the  contracting  officer 
(or,  in  the  event  of  the  nonavailability 
of  a  SBA  representative,  by  the  contract¬ 
ing  officer  alone)  to  be  in  the  interest  of 
maintaining  or  mobilizing  the  Nation’s 
full  productive  capacity  or  in  the  interest 
of  war  or  national  defense  programs. 

(1)  When  a  total  small  business  set- 
aside  has  been  made  as  a  result  of  a  de¬ 
termination  by  a  SBA  representative  and 
the  contracting  officer  as  provided  in  this 

'  section,  the  procurement  may  be  entered 
into  by  means  of  negotiation  or  by  “small 
business  restricted  advertising.”  Small 
business  restricted  advertising,  including 
awards  thereunder,  will  be  conducted  in 
the  same  way  as  prescribed  for  formal 
advertising,  except  that  bids  and  awards 
will  be  restricted  to  small  business  con¬ 
cerns  and  the  contract  will  be  awarded 
pursuant  to  section  214  of  the  Small 
Business  Act  of  1953,  as  amended.  (67 
Stat.  238;  15  U.  S.  C.  643.) 

(2)  All  other  total  small  business  set- 
asides  will  be  entered  into  by  means  of 
negotiation  and  the  contract  will  be 
negotiated  pursuant  to  section  2  (c)  (1) 
of  the  Armed  Services  Procurement  Act 
of  1947  (62  Stat.  21;  41  U.  S.  C.  151). 

(3)  Each  IFB  or  RFP  issued  in  con¬ 
nection  with  a  proposed  procurement 
which  has  been  totally  set-aside  for  small 
business  will  contain  the  following 
notice: 

Notice  to  Prospective  Bidders  or  Offerors 

This  procurement  will  be  awarded  to  one 
or  more  small  business  concerns.  This  action 
is  the  result  of  a  determination  by  the  con¬ 
tracting  officer,  alone,  or  in  conjunction  with 

‘  a  duly  authorized  Small  Business  Admin¬ 
istration  representative,  that  It  is  in  the 
interest  of  maintaining  or  mobilizing  the 
Nation’s  full  productive  capacity,  or  in  the 
interest  of  war  or  national  defense  programs. 
Therefore,  bids  or  proposals  under  this  pro¬ 
curement  are  restricted  to  small  business 


concerns  and  awards  will  be  made  to  a  small 
business  concern  or  concerns.  (The  Depart¬ 
ment  of  Defense  defines  a  small  business  as 
any  concern  which,  including  affiliates,  em¬ 
ploys  in  the  aggregate  fewer  than  500  em¬ 
ployees.)  The  right  is  reserved  to  reject  any 
bid  or  proposal  when  it  is  in  the  interest  of 
the  Government  to  do  so.  Bids  or  proposals 
received  from  firms  not  classified  as  small 
business  will  be  considered  as  non-responsive. 

(c)  Partial  small  business  set-asides. 
When  the  entire  amount  of  a  procure¬ 
ment  cannot  be  set  aside  for  small  busi¬ 
ness  under  paragraph  (b)  of  this  section, 
a  portion  of  the  procurement  will  be  set 
aside  for  the  exclusive  participation  of 
small  business  when  such  action  is  de¬ 
termined  jointly  by  a  SBA  representative 
and  the  contracting  officer  (or  in  the 
event  of  the  nonavailability  of  a  SBA 
representative,  by  the  contracting  officer 
alone)  to  be:  in  the  interest  of  maintain¬ 
ing  or  mobilizing  the  Nation’s  full  pro¬ 
ductive  capacity;  or  in  the  interest  of 
war  or  national  defense  programs,  and 
when  the  quantities  can  be  divided  into 
two  or  more  economical  production 
runs,  and  when  two  or  more  small  busi¬ 
ness  sources  are  known  or  believed  to 
have  the  technical  competency  and  the 
productive  capacity  to  supply  the  portion 
of  the  procurement  being  set  aside.  To 
the  extent  possible,  consistent  with  the 
provisions  of  this  part,  the  portion  set 
aside  for  small  business  will  be  such  as  to 
make  maximum  use  of  small  business 
capacity. 

(1)  IFB’s  and  RFP’s  for  the  unre¬ 
served  portion  and  for  the  portion  set 
aside  will  both  be  for  not  less  than  an 
economical  production  run.  After  award 
of  the  unreserved  portion,  procurement 
of  the  portion  set  aside  will  be  effected 
by  negotiation  pursuant  to  subparagraph 
(3)  of  this  paragraph. 

( 2 )  Each  IFB  or  RFP  issued  in  connec¬ 
tion  with  a  proposed  procurement  where 
less  than  100  percent  ^hereof  has  been 
set  aside  for  small  business  concerns  will 
contain  substantially  the  following 
clause : 

Notice  to  Prospective  Bidders  or  Offerors 

An  additional  quantity  of  [insert  quantity 
of  each  item]  has  been  set  aside  for  negotia¬ 
tion  exclusively  with  small  business  concerns. 
The  right  to  participate  in  subsequent  ne¬ 
gotiation  for  any  quantity  thus  set  aside 
shall  be  conditioned  upon  the  submission  of 
a  bid  (proposal)  upon  the  similar  item  in 
this  procurement  at  unit  prices  within  120 
percent  of  the  highest  award  made. 

(3)  Negotiation  for  the  procurement 
of  quantities  set  aside  will  be  conducted 
only  with  responsible  bidders  or  offerors 
which  have  previously  submitted  bids  or 
proposals  on  the  unreserved  quantities 
offering  a  unit  price  not  greater  than  120 
percent  of  the  highest  award  made. 
Such  negotiation  will  begin  with  the 
bidder  or  offeror  which  submitted  the 
lowest  responsive  bid  or  proposal  in  con¬ 
nection  with  the  unreserved  procurement 
when  the  procurement  of  the  unreserved 
quantity  has  resulted  in  one  contract 
only,  or  in  multiple  awards  all  at  the 
same  price,  awards  for  quantities  set- 
aside  will  be  at  a  unit  price  not  in  excess 
of  the  unit  price  of  the  unreserved  quan¬ 
tities.  When  the  procurement  of  the 
unreserved  quantities  has  resulted  in 
multiple  awards  at  different  unit  prices, 


awards  for  quantities  set  aside  will  be  at 
the  highest  price  awarded  in  connection 
with  the  unreserved  quantities,  if  the 
procurement  of  the  entire  set-aside 
quantity  cannot  be  effected  by  the 
method  set  forth  in  this  section,  the  un¬ 
placed  portion  of  the  set-aside  will  be 
procured  in  the  most  appropriate 
manner. 

(d)  Certificates  of  competency,  (p 
The  SBA  has  legislative  authority  to  cer- 
tify  as  to  the  competency  of  any  small 
business  concern  as  to  capacity  and 
credit.  Prior  to  making  certifications 
the  SBA  will  obtain  and  consider  such 
technical  and  financial  information  con¬ 
cerning  any  firm  as  may  be  available 
from  the  purchasing  activity.  Certiflca- 
tions  as  to  competency  reflect  the  judg¬ 
ment  of  the  SBA  that  the  firm  is  capable 
of  performing  and  that  the  Government 
will  not  be  taking  an  unreasonable  risk 
of  an  unsatisfied  judgment  in  the  event 
of  default,  although  they  do  not  imply 
that  all  possible  future  claims  by  the 
Government  will  be  fully  satisfied.  Con¬ 
tracting  officers  will  accept  Certificates  of 
Competency  from  the  SBA  as  conclusive 
and  will  not  require  that  any  other  re¬ 
quirement  with  respect  to  capacity  or 
credit  be  met.  However,  in  case  of  grave 
doubt  on  the  part  of  the  contracting 
officer  as  to  the  firm’s  ability  to  perform, 
he  will  refer  the  case,  with  all  pertinent 
available  information  and  an  indication 
of  the  degree  of  urgency  to  the  Com¬ 
mander,  AMC,  attn:  MCP-2  for  review 
prior  to  award.  If  Hq  AMC  doubts  the 
ability  of  the  certified  firm  to  perform  in 
strict  accordance  with  the  particular  pro¬ 
curement  requirements,  the  case  and  all 
pertinent  information  will  be  forwarded 
to  USAF. 

(2)  If  a  small  business  concern,  In 
spite  of  having  submitted  an  otherwise 
acceptable  bid  or  proposal  which  would 
normally  place  it  in  a  position  to  receive 
an  award,  has  been  found  deficient  in 
capacity  or  in  credit,  and  if,  for  this  rea¬ 
son,  a  contemplated  award  to  such  a 
small  business  concern  is  being  or  may 
be  withheld: 

(i)  The  SBA  will  be  notified  and  will  be 
furnished  with  information  upon  which 
the  negative  FCR  was  based,  and  any 
other  information  available  which  may 
be  necessary  in  order  for  the  SBA  to 
make  a  decision  as  to  the  issuance  of  a 
Certificate  of  Competency. 

(ii)  The  SBA  will  be  allowed  10  work¬ 
ing  days  from  the  date  upon  which  the 
SBA  receives  notification,  or  more  at  the 
option  of  the  contracting  officer,  in 
which  to  issue  a  Certificate  of  Com¬ 
petency,  unless  the  contracting  officef 
certifies  that  such  time  interval  will 
seriously  affect  the  required  expedition* 
award  of  the  contract.  The  small  busi¬ 
ness  specialist  in  the  APD  will  advise  the 
procuring  contracting  officer  of  the  date 
on  which  notification  was  given  to  the 
SBA.  This  procedure  will  not  apply  to 
proposed  awards  of  less  than  $1,000;  it 
may  be  used  at  the  request  of  the  pro¬ 
curing  contracting  officer  on  proposed 
awards  of  $1,000  and  over  and  less  than 
$10,000;  and  will  be  followed  on  proposed 
awards  of  $10,000  and  over. 

(e)  SBA  certification  that  the  ad- 
ministration  is  competent  to  perform  tfu 
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contract.  In  any  case  in  which  the  SBA 
certifies,  according  to  section  208  of  the 
email  Business  Act  of  1953,  as  amended, 
JJgtat.  237;  15  U.  S.  C.  637)  that  the 
egA  is  itself  competent  to  perform  any 
specific  Government  contract,  such  cer¬ 
tification  will  be  made  by  the  Adminis¬ 
trator  or  Deputy  Administrator  of  the 
cg a  to  the  Secretary  of  the  Air  Force. 

(f)  Defense  subcontracting  small 
justness  program. 

(1)  The  contracting  officer  will  insert 
clause  set  forth  in  §  7.104-14  of  this 

title  in  all  cost-reimbursement-type  and 
fixed-price-type  supply  and  service  con¬ 
tracts  (other  than  personal  services  con¬ 
tracts)  and  in  all  construction  contracts 
in  amounts  exceeding  $5,000  (except 
those  contracts  entered  into  with  foreign 
contractors  which  are  to  be  performed 
outside  of  the  continental  United  States, 
its  Territories  and  possessions). 

(2)  A  procuring  contracting  officer, 
when  placing  a  prime  contract  (except 
contracts  to  be  performed  substantially 
outside  of  the  continental  United  States, 
its  Territories  and  possessions)  which  in 
his  opinion  offer  substantial  subcon¬ 
tracting  possibilities,  will,  when  the  con¬ 
tract  exceeds  $1,000,000  (or  may,  if  the 
contract  is  of  lesser  amount),  urge  the 
contractor  to  establish  and  conduct  as  a 
part  of  his  purchasing  system  a  Defense 
Subcontracting  Small  Business  Program 
as  a  means  of  carrying  out  the  policy 
stated  in  §  1051.103  (c)  and  as  a  means 
of  implementing  the  clause  in  §  7.104-14 
of  this  title.  The  Defense  Subcontract¬ 
ing  Small  Business  Program  will  include 
but  not  be  limited  to  the  following 
provisions ; 

(i)  The  designation  of  an  executive 
of  the  company  or  plant  as  its  small 
business  liaison  officer : 

(a)  To  be  the  contact  man  with  the 
procuring  activity  and  with  officials  of 
the  SBA  on  matters  relating  to  small 
business  participation. 

(b)  To  assure  that  the  company  or 
plant  carries  out  the  small  business  sub¬ 
contracting  clause  in  its  contracts.  - 

(c)  To  be  responsible  for  the  estab¬ 
lishment  of  an  effective  Defense  Sub¬ 
contracting  Small  Business  Program 
Within  the  company  or  plant. 

I  (ii)  The  publication  within  the  com¬ 
pany  or  plant  of  the  Defense  Subcon¬ 
tracting  Small  Business  Program  of  the 
company,  including  the  policies  and 
procedures  appropriate  to  accomplish  its 
objectives. 

[  (iii)  The  adoption  by  the  company  of 
[procurement  policies  designed  to  assure 
I  that  small  concerns  will  have  an  equi¬ 
table  opportunity  to  secure  defense  sub- 
i  contracts,  including,  but  not  necessarily 
limited  to: 

(a)  Requiring,  to  the  extent  practi¬ 
cable,  widespread  solicitation  of  quali¬ 
fied  small  concerns  prior  to  award  of 
subcontracts. 

(b)  Allowing  sufficient  time  for  com¬ 
petent  small  concerns  to  submit  bids. 

1  (0  Permitting  small  firms,  to  the  ex¬ 
tent  practicable,  to  submit  bids  for 
quantities  less  than  the  total  require- 
Kent. 

(d)  Making  specifications  and  draw- 
tegs  readily  available  to  interested  small 
concerns. 


(e)  Establishing  realistic  delivery 
schedules,  consistent  with  prime  contrac¬ 
tual  requirements,  that  do  not  preclude 
submission  of  bids  from  competent  small 
firms. 

(iv)  The  maintaining  of  records  show¬ 
ing  for  each  prospective  subcontractor  on 
the  bidder’s  mailing  list  whether  it  meets 
the  Department  of  Defense  definition  of 
a  small  business  concern. 

(v)  The  placing  in  subcontracts  with 
major  subcontractors  of  the  small  busi¬ 
ness  subcontracting  clause  already  ap¬ 
pearing  in  its  own  contract. 

(vi)  The  requesting  of  each  such 
major  subcontractor  to  establish  and 
conduct  a  Defense  Subcontracting  Small 
Business  Program,  meeting  these  require¬ 
ments. 

(vii)  The  utilization  of  such  informa¬ 
tion  related  to  potential  small  business 
sources  as  furnished  by  the  appropriate 
offices  of  the  Military  Departments  and 
the  SBA. 

(3)  Responsibility  for  reviewing  the 
adequacy  of  a  prime  contractor’s  Defense 
Subcontracting  Small  Business  Program 
will  be  assumed  by  the  Air  Force  when 
the  Air  Force  has  mobilization  planning 
cognizance  for  the  plant;  or  when  no 
military  department  has  mobilization 
planning  cognizance,  such  responsibility 
will  be  assumed  by  the  Air  Force  when 
the  Air  Force  has  plant  cognizance  pro¬ 
curement  (as  defined  in  §  4.101-2  (b)  of 
this  title).  If  no  military  department 
has  either  mobilization  planning  cogni¬ 
zance  or  plant  cognizance  procurement, 
the  chief  of  the  Office  of  Small  Business, 
Hq  USAF,  will  be  responsible  within  the 
Air  Force  for  coordination  with  the  other 
military  departments  and  the  Depart¬ 
ment  of  Defense  concerning  assignment 
of  responsibility. 

(4)  The  small  business  specialist  in  the 
APD  will  be  responsible  for  making  re¬ 
porting  arrangements  with  contractors 
located  within  the  geographical  bound¬ 
aries  of  the  APD  except  where  such  ar¬ 
rangements  have  been  made  by  Hq  AMC 
with  certain  designated  companies’  head¬ 
quarters  offices. 


order  dated  June  14,  1951,  with  respect 
to  section  1  (a)  of  the  Walsh-Healey  Act 
(49  Stat.  2036;  41  U.  S.  C.  35).  In  all 
other  respects,  financial  responsibility 
and  performance  capability  of  the  pro¬ 
duction  pool  will  be  determined  as  for 
any  contractor  according  to  AF  proced¬ 
ures. 

(c)  General  policy.  The  general  pol¬ 
icy  of  the  Department  of  Defense  and 
the  Air  Force  is  to  conduct  business  with 
Defense  Production  Pools  on  the  same 
basis  as  with  all  other  bidders  and  con¬ 
tractors.  Pools  will  neither  be  discrimi¬ 
nated  against  nor  favored  over  other 
bidders  and  contractors  solely  by  reason 
of  the  form  of  their  organization. 

(d)  Solicitation  of  bids  and  quotations 
from  pools.  On  request,  duly  author¬ 
ized  Defense  Production  Pools  will  be 
placed  on  appropriate  bidders’  mailing 
lists  when  the  request  is  accompanied 
by  a  photostatic  copy  of  the  pool’s  Notifi¬ 
cation  of  Approval.  IFB’s  or  RFP’s  will 
be  furnished  to  the  Defense  Production 
Pools  on  the  appropriate  bidders’  mailing 
list  for  a  specified  item  or  group  of  items. 
Each  pool  normally  will  be  considered 
as  one  source  of  supply  irrespective  of 
the  number  of  its  membership,  and  gen¬ 
erally  will  be  furnished  one  set  of  bid 
or  proposal  forms.  Membership  in  a 
pool  will  not  preclude  individual  mem¬ 
bers  from  bidding  on  procurements  for 
which  they  are  qualified. 

(e)  Award  of  contracts.  (1)  Bids  and 
quotations  submitted  by  Defense  Produc¬ 
tion  Pools  will  be  analyzed  pursuant  to 
the  same  procedures  and  principles  that 
pertain  to  all  other  prospective  contrac¬ 
tors. 

(2)  When  the  Administrator  of  the 
SBA  designates  a  particular  pool  “small 
business,”  the  pool  will  be  granted  the 
preference  and  privileges  according  to 
small  business  concerns. 

(3)  Where  the  pool  will  substantially 
perform  a  contract  in  plants  located  in 
areas  of  labor  surplus,  the  preferences 
granted  to  contractors  performing  work 
in  such  areas  will  be  applied  to  the'' 
award  of  the  contract. 


SUBPART  B— DEFENSE  PRODUCTION  POOLS 

§  1051.202  Statement  of  principles  of 
contracting  with  defense  pools — (a) 
Definition.  A  Defence  Production  Pool 
consists  primarily  of  a  group  of  manu¬ 
facturing  concerns  having  among  them¬ 
selves  production  facilities,  whose  owners 
have  associated  together  to  obtain  and 
perform  jointly,  or  in  conjunction  with 
each  other,  contracts  for  the  production 
of  articles,  equipment,  supplies,  and  ma¬ 
terials,  and  the  furnishing  of  services 
for  defense  use,  and  who  have  agreed 
among  themselves  concerning  their  or¬ 
ganization,  relationship,  and  procedure, 
and  which  has  been  approved  as  a  De¬ 
fense  Production  Pool  according  to  the 
Defense  Production  Act  of  1950,  as 
amended  (64  Stat.  798;  50  App.  U.  S.  C. 
2061). 

(b)  Exemption  from  Walsh-Healey 
Act.  Approved  production  pools  and 
members  thereof  are  not  required  to  con¬ 
form  to  the  definition  of  “regular  dealer 
or  manufacturer”  as  set  forth  in  §  1.201- 
9  of  this  title  by  reason  of  an  exemption 
granted  by  the  Secretary  of  Labor  by 


§  1051.203  Execution  of  contracts  with 
pools. 

§  1051.203-1  Warranty  clause.  Ex¬ 
cept  as  provided  in  §  1051.203-3,  the 
clause  set  forth  in  this  section  will  be  in¬ 
cluded  in  every  contract  with  a  Defense 
Production  Pool: 

Warranty  (Defense  Production  Pool) 

The  contractor  unconditionally  warrants 
that  (i)  it  has  been  duly  approved  as  a  De¬ 
fense  Production  Pool  under  the  Defense 
Production  Act  of  1950,  as  amended;  (ii)  each 
of  the  individual'  signators  listed  in  the  in¬ 
strument  entitled  “Warranty  and  Certifica¬ 
tion  (Participating  Members)”  attached 
hereto  and  hereby  made  a  part  hereof  is  a 
member  participating  in  such  Pool;  (iii)  such 
signators  are  all  of  the  participating  mem- 
^<bers  in  the  Pool;  and,  (iv)  the  respective 
dollar  amounts  set  forth  In  such  attached 
instrument  under  the  caption  “Financial 
Liability”  indicate  the  extent  of  financial 
liability  for  performance  of  the  allotted  por¬ 
tion  of  the  aforementioned  contract  by  each 
respective  participating  member. 

§  1051.203-2  Warranty  and  certifica¬ 
tion  instrument. 


RULES  AND  REGULATIONS 


Three:  Are  the  business  practices  of  th 
firm  considered  satisfactory  insofar  u 
known  or  can  be  determined  without  benefit 
of  a  complete  investigation?  if  the  contract 
is  for  supplies,  consideration  will  be  gjve  ‘ 
but  not  limited  to,  whether  the  txra  is n' 
manufacturer  of,  or  regular  dealer  in,  such 
supplies.  See  §§  1.201-9  and  1.307  of  thi, 
title.  “ 

Four:  What  percent  of  subcontracting  i. 
contemplated?  What  is  the  plan  for  subcon 
tract  work  in  support  of  the  proposed  pro! 
curement? 

Five:  Is  the  contractor’s  accounting  system 
determined  adequate  to  permit  administra¬ 
tion  of  the  type  contract  proposed;  i  e" 
fixed-price  redetermination,  time -and -mate! 
rial  or  cost-reimbursement;  or  if  progress  or 
advance  payments  are  requested. 

Note  :  This  question  will  be  answered  only 
when  the  request  for  FCR  indicates  that 
question  “five”  is  applicable.  <**  . 

§  1052.105  Exemptions — (a)  Exemp¬ 
tions.  Except  as  required  in  §  1052.103, 
an  FCR  is  not  mandatory  for  the  follow-! 
ing  contracts  or  purchases: 

(1)  Purchases  of  technician  services. 

(2)  Purchases  of  continued  research 
and  development  work  when  the  pro¬ 
posed  contract  is  an  extension  of  work 
heretofore  satisfactorily  performed,  if 
the  dollar  value  of  the  proposed  contract 
does  not  exceed  that  of  the  previous  pro¬ 
curement  for  a  comparable  period  of 
time. 

( 3 )  Purchases  from  Schedule  of  Blind- 
Made  Products,  Federal  Supply  Sched¬ 
ules,  other  Government  departments, 
and  Federal  prisons. 

(4)  Purchases  of  standard  commercial 
articles  or  basic  materials,  such  as  sheet 
aluminum,  bar  steel,  etc.,  from  manu¬ 
facturers  of,  or  regular  dealers  in,  the 
articles  to  be  purchased,  where  the  de¬ 
livery  schedule  provides  for  delivery 
within  90  days  after  award  of  the 
contract. 

(5)  Purchases  of  books,  periodicals, 
and  subscriptions  to  magazines,  except 
class  30B  procurements. 

(6)  Foreign  purchases  made  by  pro¬ 
curing  activities  within  the  continental 
United  States,  including  contracts  with 
Canadian  Commercial  Corporation. 

(7)  Personal  service  or  professional 
service  contracts  negotiated  under  au¬ 
thority  of  Public  Law  600  (79th  Congress) 
(60  Stat.  806)  (5  U.  S.  C.  73b-l). 

(8)  Contracts  written  under  authority 
of  Public  Law  921  (81st  Congress)  as 
amended  and  extended  (64  Stat.  1257; 
50  App.  U.  S.  C.  611),  which  finalize  in¬ 
formal  commitments,  amend  without 
consideration,  and  correct  mistakes. 

(9)  Contracts  for  the  purchase  of  air 
transport  service. 

(10)  Open  and  call  contracts. 

(11)  Procurements  from  the  surplus 
market  where  the  vendor  has  authority 
to  dispose  of  the  merchandise. 

(12)  Construction  contracts. 

(13)  Utilities  contracts. 

(14)  Aircraft  fuels  and  lubricants. 

(15)  Civil  Reserve  Air  Fleet  (CRAP) 
contracts. 

SUBPART  F— PRODUCTION  PROCEDURAL  GUIDE 
FOR  FCR’S 

§  1052.602  Monitoring  FCR’s—  (a) 
Plant  survey  arrangements.  (1)  When 
an  FCR  is  to  be  accomplished  by  a  team 
visit  to  a  manufacturer’s  plant,  the  mon- 


See. 

1052.104  Description  of  FOR. 

1052.105  Exemptions  and  waivers. 

Subpart  F  ■  Production  Procedural  Guido  for  FCR'* 

1052.602  .  Monitoring  FCR’s. 

1052.603  Production  survey. 

1052.603-1  Presurvey  analysis. 

Authority:  5§  1052.102  to  1052.603-1  is¬ 
sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314, 
70A  Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — REQUIREMENTS  AND  PROCEDURES 
FOR  FACILITY  CAPABILITY  REPORTS 

§  1052.102  Financial  and  technical 
ability  clause.  The  following  clause  will 
be  included  in  all  invitations  for  bids  or 
requests  for  proposal: 

If  the  Bid  or  Proposal  outlined  hereby  is 
favorably  considered,  a  survey  team  may 
contact  your  facility  for  the  purpose  of  de¬ 
termining  your  financial  and  technical 
ability  to  perform.  Current  financial  state¬ 
ments  and  other  data  pertinent  to  this  pur¬ 
pose  should  be  available  at  that  time  if  not 
already  on  file  with  the  Air  Materiel  Com¬ 
mand. 

§  1052.103  General  requirements  for 
obtaining  an  FCR.  An  FCR  will  be  re¬ 
quested  for  procurements  exempted  in 
§  1052.105  if  (a)  The  contractor’s  name 
appears  on  the  AMC  Experience  List,  (b) 
progress  or  advance  payments  are  re¬ 
quested,  or  (c)  there  is  any  doubt  as  to 
the  contractor’s  ability  to  perform.  In 
such  instances,  the  request  for  FCR  will 
include  the  reason. 

§  1052.104  Description  of  FCR.  An 
FCR  will  consist  of  answers  to  the  fol¬ 
lowing  questions  with  regard  to  a  con¬ 
templated  award.  Answers  will  always 
be  arranged  in  the  same  order  as  ques¬ 
tions  listed  in  this  section  and  will  be 
identified  with  appropriate  question 
number  to  eliminate  repeating  the  ques¬ 
tion. 

One:  Is  th<»  firm  considered  capable  of 
performing  the  proposed  contract,  taking 
into  consideration: 

(a)  Present  facilities.  The  required  qual¬ 
ity  and  quantity  of  machine  tools,  produc¬ 
tion  equipment,  manufacturing  and  ware¬ 
house  areas,  and  material  handling  devices 
necessary  to  complete  the  work. 

(b)  Production  and  engineering  capabili¬ 
ties.  Present  and  projected  production  and 
engineering  load  and  past  performance.  De¬ 
linquencies  in  Government  contracts  sliould 
be  evaluated  as  to  causes.  The  contractor 
should  not  be  held  responsible  for  delin¬ 
quencies  caused  by  factors  beyond  nis  control. 

(c)  The  delivery  schedule. 

(d)  Availability  of  contractor-furnished 
material  and  contractor-furnished  compo¬ 
nent  parts.  The  contractor’s  ability  to  ob¬ 
tain  and  maintain  the  necessary  inventory 
of  supplies  and  parts. 

(e)  Quantitative  and  qualitative  labor  re¬ 
quirements  and  availability  within  the  pro¬ 
ductive  lead  time. 

(f)  Ability  to  provide  and  maintain  ade¬ 
quate  systems  for  control  of  quality  for 
manufacturing,  supplying,  or  overhauling  the 
items.  It  is  essential  that  manufacturers 
understand  thoroughly  the  specifications  and 

Part  1052 — Facility  Capability  Reports  contract  requirements  for  inspection,  test, 

e  .  .  .  „  ,  .  .  _  ,  and  control  of  quality  throughout  purchas- 

Subpart  A — Requirements  and  Procedures  for  °  . 

Facility  Capability  Reports  subcontracting  production,  storage,  and 

SeC  »  r  r  shipment.  This  includes  the  manufacturer’s 

1052.102  Financial  and  technical  ability  quality  responsibilities  for  GFAE  and  GFP. 

clause.  Two:  Does  the  firm  possess  sufficient  flnan- 

1052.103  General  requirements  for  obtain-  cial  stability  to  perform  the  contract  being 

ing  an  FCR.  considered  for  award? 


(a)  Except  as  provided  in  8  1051.203-3, 
the  Warranty  and  Certification  instru¬ 
ment  set  forth  in  this  section  will  be 
signed  and  executed  by  every  participat¬ 
ing  member  and  will  be  attached  to  each 
contract  with  a  Defense  Production  Pool 
after  the  contract  has  been  duly  executed 
in  the  name  of  the  pool  and  the  signa¬ 
ture  in  the  name  of  the  pool  has  been 
duly  certified  by  the  Secretary  or  other 
official  of  the  pool. 

Warranty  and  Certification  (Participating 
Members) 

In  consideration  of  the  award  of  the  con¬ 
tract  to  which  this  instrument  is  attached, 
each  of  the  undersigned  hereby  executes  the 
following  warranties  and  grants  in  favor  of 
the  Government.  Each  of  the  undersigned 
unconditionally  warrants  that  (i)  it  is  a 
member  of  the  Defense  Production  Pool  des¬ 
ignated  as  the  Contractor  in  the  contract 
with  the  Government  to  which  this  instru¬ 
ment  is  attached;  (ii)  it  will  perform  its 
allotted  portion  of  such  contract  in  accord¬ 
ance  with  the  terms  of  that  contract;  (iii) 
it  will  be  fully  and  directly  responsible  to  the 
Government  for  such  performance;  and,  (iv) 
it  will  be  individually  liable  for  performance 
of  the  contracts  to  an  extent  not  greater  than 
the  amount  of  financial  liability  stated  be¬ 
low.  Each  of  the  undersigned  grants  to  the 
Government  the  right  to  proceed  directly 
against  it  under  the  clause  in  the  aforemen¬ 
tioned  Government  contract  entitled  “De¬ 
fault,"  or  otherwise,  in  the  event  of  any  fail¬ 
ure  on  its  part  to  perform  the  contract  in 
accordance  with  the  terms  thereof;  provided, 
however,  that  no  participating  member  shall 
be  directly  liable  to  the  Government  in  an 
amount  greater  than  the  amount  of  its  fi¬ 
nancial  liability  stated  herein  below. 

Financial  Liability. 

Members 

By . 


(When  the  participating  member  is  a  corpo¬ 
ration,  insert  at  this  point  the  form  for  cer¬ 
tification  of  corporate  authority  to  execute 
the  above  instrument.  The  signature  of  each 
corporate  member  vWill  be  formally  certified 
by  the  corporate  official  authorized  to  affix  the 
corporate  seal.) 

(b)  The  above  Warranty  and  Certi¬ 
fication  instrument  will  be  incorporated 
by  appropriate  language  into  the  Gov¬ 
ernment  contract  with  the  Defense  Pro¬ 
duction  Pool. 

§  1051.203-3  Exempted  contracts. 
Neither  the  Warranty  clause  nor  the 
Warranty  and  Certification  instrument 
will  be  used  when  a  member  of  the  De¬ 
fense  Production  Pool: 

(a)  Executes  the  Government  con¬ 
tract  in  his  own  name  as  provided  by  the 
terms  of  the  Pool  Agreement. 

(b)  Executes  a  Government  contract 
in  his  own  name  independently  of  a  pool. 

§  1051.203-4  Performance  bonds.  The 
extent  to  which  performance  bonds  may 
be  required  in  connection  with  contracts 
with  pools  will  be  according  to  the  re¬ 
quirements  of  Part  10  of  this  title  and 
Part  1010  of  this  chapter. 
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jtor  will  normally  make  the  necessary 

arrangements.  He  will  inform  the  man¬ 
ufacturer  of  the  purpose  of  the  visit  to 
have  the  proper  company  personnel  in 
attendance  at  the  time  of  the  meeting. 
8  (2)  Any  visit  arrangements  with 
member  plants  or  subsidiaries  or  any 
Initial  contacts  with  other  military  serv- 
“es  in  conjunction  with  FCR  plant  visits 
Jill  be  made  by  the  monitor. 

(3)  When  an  FCR  plant  survey  is  to 
be  made  by  an  individual  (usually  a 
production  specialist)  or  separately  by 
specialized  personnel,  the  visit  arrange¬ 
ments  may  be  made  by  the  individuals 
concerned.  It  is  desired,  however,  to  co¬ 
ordinate  FCR  plant  visit  arrangements 
among  the  participating  offices  and  re¬ 
duce  the  number  of  individual  contacts 
to  a  minimum  consistent  with  the  work 
to  be  done. 

(b)  Assembly  and  review  or  report 
&ata  and  recommendations.  (1)  The 
monitor  will  receive  the  completed  FCR 
recommendations  of  the  individual  of¬ 
fices  and  will: 

(1)  Examine  the  data  for  completeness 
and  technical  sufficiency  in  support  of 
the  recommendations. 

(ii)  Resolve  questions  arising  from 
technical  details  with  the  offices  submit¬ 
ting  the  reports. 

(2)  When  all  data  has  been  received 
and  reviewed,  it  will  be  assembled  in  case 
files  for  distribution  to  Facility  Advisory 
Board  (FAB)  members.  This  will  en¬ 
able  board  members  to  review  the  mate¬ 
rial  and  weigh  each  recommendation 
with  respect  to  the  product  or  services 
and  capabilities  of  the  contractor 
involved. 

§1052.603  Production  survey. 

§  1052.603-1  Presurvey  analysis.  The 
production  specialist  assigned  to  the 
FCR  is  responsible  for  a  thorough  anal¬ 
ysis  of  requirements,  the  collection  of 
available  production  data,  and  the  plan 
for  accomplishing  the  production  survey 
part  of  the  FCR.  The  presurvey  analysis 
is  of  a  research  and  preparatory  nature 
and  is  used  to  assemble  data  and  to 
guide  accomplishment  of  the  physical 
survey.  All  available  information  in  the 
AFD  or  APPRO  concerning  the  proposed 
contractor’s  background  and  operations 
will  be  reviewed  by  the  production 
specialist.  Considerable  time  at  the  con¬ 
tractor’s  facility  will  be  saved  by  the 
thoroughness  of  the  “in  office’’  investi¬ 
gation. 


Part  1053 — Contracts;  General 

Subpart  A — Miscellaneous  Requirements 
Sec. 

1053.101  Maintenance  of  the  mobilization 

base. 

1053.101- 2  Policy. 

1053.101- 3  General. 

1053.101- 4  Definitions. 

1053.101- 5  Criteria. 

1053.101- 6  Responsibilities  and  procedures. 

1053.102  Delivery  schedules  in  supply  con¬ 
tracts. 

1053.102- 2  Policy. 

1053.102- 3  Procedure. 

1053.102- 6  Amendment  of  active  contract 
delivery  schedules. 

1053.103  Data  price  to  be  included  in  con¬ 
tracts. 

1053.103- 1  Applicability  of  section. 


Sec. 

1053.103- 2  General. 

1053.103- 4  Descriptive  identification  data 
to  be  furnished  by  Government  sup¬ 
pliers. 

1053.104  Consideration  of  transportation 
data  in  placement  of  contracts. 

1053.104- 2  Policy. 

1053.104- 3  Application. 

1053.105  Limitation  on  purchase  and  main¬ 
tenance  of  motor  vehicles  or  aircraft. 

Subpart  B — Numbering  of  Contracts 

1053.201  Numbering  of  contracts. 

1053.201- 1  General. 

1053.201- 3  When  not' required. 

1053.201- 4  System  of  numbering. 

1053.202  Accounting  for  contract  and  con¬ 
tract  modification  numbers  and  control 
of  distribution  of  contractual  documents 
by  the  use  of  these  numbers. 

1053.202- 3  Policy. 

Subpart  D — Administrative  Requirements 

1053.404  Assignment  of  office  of  adminis¬ 
tration  and  designation  of  finance  officer. 

1053.404- 2  Definitions. 

1053.404- 3  Responsibility. 

1053.404- 5  Geographical  areas  of  AMA’s 
and  APD’s. 

1053.405  Certificate  to  be  used  by  contrac¬ 
tors  and  vendors  on  invoices  or  bills. 

1053.405- 1  General. 

1053.405- 2  Procedure. 

1053.406  Variations  in  quantities  covered 
by  contracts. 

1053.406- 3  Definitions.  ' 

1053.406- 4  Preparation  of  contracts. 

1053.406- 5  Processing  variations  permitted 
by  the  contract. 

1053.406- 6  Processing  variations  not  per¬ 
mitted  by  the  contract. 

1053.407  Execution  of  contracts;  require¬ 
ments. 

1053.407- 1  Citation  of  funds  chargeable. 

1053.407- 2  Citation  of  finance  officer. 

1053.407- 3  Contracting  officer’s  signature. 

1053.407- 4  Contracts  with  Individuals. 

1053.407- 5  Contracts  with  an  individual 
trading  as  a  firm. 

1053.407- 6  Contracts  with  partnerships. 

1053.407- 7  Contracts  with  corporations. 

1053.407- 8  Contracts  with  joint  ventures. 

1053.407- 9  Certification  on  food  contracts. 

Subpart  G — Contractor  Acknowledgment  of 
Receipt  of  Contractual  Documents 

1053.702  Policy. 

Subpart  K — Use  of  New  Contracts  for  Follow-on 
Procurements 

1053.1102  General. 

1053.1103  Policy. 

1053.1104  Exceptions. 

Subpart  L — Bills  of  Materials 

1053.1202  Definitions. 

1053.1203  Policy. 

Subpart  O — Prior  Government  Ownership  of 
Items  Being  Procured 

1053.1502  General. 

1053.1502- 1  Procurement  by  formal  ad- 

^  vertising. 

1053.1502- 2  Procurement  by  negotiation. 

Subpart  P — Contracts  Between  the  Government 
and  Its  Employees,  Proposed  Subcontracts 
Between  Prime  Contractors  and  Government 
Employees 

1053.1602  Policy. 

1053.1603  Administrative  approval  of  AP 
contracts. 

1053.1604  Administrative  approval  of  subi 
contracts. 

1053.1605  Attempted  circumvention. 

Subpart  Q — Air  Force  Policy;  Fur  Procurement 

1053.1703  Policy. 
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Subpart  R — Preparation  and  Use  of  Certain  Kinds 
of  Local  Purchase  Contracts 

1053.1802  Contracts  for  care  of  remains  of 
deceased  Government  personnel. 

Authority:  §§  1053.101  to  1053.1802  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — MISCELLANEOUS  REQUIREMENTS 

§  1053.101  Maintenance  of  the  mobi¬ 
lization  base. 

§  1053.101-2  Policy The  policy  is  to 
establish  and  maintain  a  production 
structure  capable  of  orderly  and  rapid 
acceleration  to  mobilization  production 
rates  of  AF  equipment.  This  will  be  ac¬ 
complished  by: 

(a)  Integration  of  current  procure¬ 
ment  programs  with  planned  mobiliza¬ 
tion  sources. 

(b)  Retention  of  qualified  production 
sources  including  critical  subcontractors. 

(c)  Planned  orderly  retention  of  in¬ 
dustrial  facilities  becoming  idle  due  to 
completion  and/or  phase  out  of  current 
procurement  contracts. 

§  1053.101-3  General.  (a)  Buying 
divisions  will  integrate  current  procure¬ 
ment  with  the  planned  industrial  mobi¬ 
lization  producers  to  the  greatest  possible 
extent  with  the  objective  of  supporting 
the  mobilization  base  within  the  authori¬ 
ties  and  funds  available. 

(b)  Data  assembled  on  essential  mobi¬ 
lization  supplies  by  the  Industrial 
Resources  Division,  Directorate  of  Pro¬ 
curement  and  Production,  Hq  AMC,  will 
be  used  in  planning  current  procurement. 
The  policy  of  using  contractors  and  fa¬ 
cilities  essential  to  the  mobilization  base 
is  considered  to  be  in  the  best  interest  of 
the  Government.  Suppliers  that  are 
deemed  to  be  part  of  the  mobilization 
base  normally  will  be  invited  to  partici¬ 
pate  in  appropriate  current  procurement. 

(c)  In  accomplishing  paragraphs  (a) 
and  (b)  of  this  section  every  effort  will 
be  made,  as  capacity  of  planned  pro¬ 
ducers  becomes  idle  through  reduction 
of  existing  programs,  to  utilize  them  by 
such  means  as  subcontractors  or  for 
maintenance  or  modification  of  the  same 
or  related  end  items  where  practicable. 

(d)  Upon  expiration  of  current  pro¬ 
curement  contracts  in  a  facility,  action 
will  be  taken  to  provide  for  the  storage 
of  Government-owned  facilities  in  one 
of  the  following  manners,  in  the  order  of 
preference  listed: 

(1)  Negotiate  for  the  retention  of  ma¬ 
chinery  and  equipment  in  place,  pre¬ 
served  and  maintained  in  a  state  of 
constant  readiness. 

(2)  Remove  idle  machinery  and  equip¬ 
ment,  store  in  minimum  area  on-site  or 
adjacent  to  point  of  last  use,  preserve, 
and  maintain. 

(3)  Remove  idle  machinery  and  equip¬ 
ment  to  central  Government  warehouses 
earmarked  for  a  specific  contractor,  pre¬ 
serve  and  maintain. 

(e)  Provide  for  periodic  examination 
of  industrial  equipment  and  other  fa¬ 
cility  requirements  in  line  with  changing 
mobilization  production  requirements 
and  make  necessary  adjustments  in  the 
quantitative  and  qualitative  industrial 
equipment  to  be  retained. 
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RULES  AND  REGULATIONS 


(f)  When  procurement  of  any  item  is 
to  be  made  by  formal  advertising,  the 
contract  may  be  placed  without  regard 
to  schedules  developed  under  industrial 
mobilization  planning.  However,  inclu¬ 
sion  of  planned  firms  in  bidders’  list  is 
mandatory  for  planned  items. 

(g)  When  any  contract,  regardless  of 
duration,  is  placed  in  a  facility  for  which 
production  planning  has  been  initiated, 
the  Armed  Services  Procurement  Plan¬ 
ning  Officer  (ASPPO)  will  be  informed 
and  will,  in  turn,  keep  all  affected  claim¬ 
ant  agencies  informed  so  that  they  may 
take,  or  in  the  event  of  an  M-day  be  pre¬ 
pared  to  take,  appropriate  action.  He 
will  also  notify  them  when,  in  his  opin¬ 
ion,  current  procurement  is  of  such  na¬ 
ture  or  volume  as  to  require  a  revision  of 
mobilization  production  schedules. 

(h)  For  planned  items,  a  production 
allocation  will  be  requested  or  a  revision 
to  an  existing  allocation  will  be  initiated 
as  appropriate,  in  the  following  circum¬ 
stances: 

(1)  When  contracts  are  placed  with 
facilities  not  operated  by  a  planned  pro¬ 
ducer. 

(2)  When  contracts  are  placed  with 
facilities  previously  scheduled  for  other 
items. 

(3)  Where  contracts  are  placed  with 
a  planned  producer  but  the  rate  of 
production  substantially  exceeds  the 
planned  rate  of  production. 

(i)  New  negotiated  procurements  of 
planned  items  will  not  be  placed  until 
a  review  of  the  industrial  structure  has 
been  made  and  a  plan  for  conformance 
to  the  objectives  of  this  chapter  have 
been  established. 

( j )  At  the  time  procurements  are  ne¬ 
gotiated,  prime  contractors  will  be  en¬ 
couraged  to  employ  broad  subcontract 
structures,  including  the  utilization  of 
small  business  concerns,  to  the  greatest 
practicable  extent,  consistent  with  the 
efficient  performance  of  the  contract. 
Further,  prime  contractors  will  be  dis¬ 
couraged  from  entering  the  field  of  pro¬ 
duction  of  GFAE  and  CFE  type  of  items, 
which  in  themselves  are  foreign  to  the 
character  of  production  normally  accom¬ 
plished  in  the  prime  contractor’s  plant. 

(k)  Actions  taken  pursuant  to  main¬ 
tenance  of  the  mobilization  base  accord¬ 
ing  to  the  policies  and  procedures  set 
fortla  in  this  subpart  will  be  reported. 

§  1053.101-4  Definitions .  (a) 

“Planned  item:”  An  item  meeting  the 
criteria  of  DOD  Directive  4005.6,  January 
26,  1954  as  amended  December  16,  1954, 
and  listed  in  the  current  publication  of 
the  DOD  Preferential  Planning  List  of 
End  Items  published  by  Office  of  Secre¬ 
tary  of  Defense  (Supply  and  Logistics) 
and/or  the  Air  Force  Departmental  List 
of  Items  published  by  Hq  AMC. 

(b)  “Planned  producer:”  A  company 
or  firm  listed  in  the  latest  issue  of  the 
“Register  of  Planned  Mobilization  Pro¬ 
ducers.”  The  Register  of  Planned 
Mobilization  Producers  (formerly  the 
Alphabetical  Register  of  Planned  War¬ 
time  Material  Suppliers)  is  published 
periodically  by  the  Assistant  Secretary 
of  Defense  (Supply  and  Logistics) .  Any 
company  or  firm  listed  is  in  the  planned 
producer  category. 


<c)  “Tentative  mobilization  produc¬ 
tion  schedule:”  DD  Form  406,  “Tenta¬ 
tive  Schedule  of  Production  and  Request 
for  Allocation,”  or  other  document  set¬ 
ting  forth  a  tentative  mobilization  de¬ 
livery  schedule  for  a  manufacturer 
beginning  with  M-Day  and  continuing 
for  3  years  thereafter. 

(d)  “Allocation:”  Tentative  assign¬ 
ment  of  manufacturing  capacity  to  a 
military  department  for  utilization  in 
the  event  of  mobilization. 

(e)  “Subcontractor:”  A  subcontrac¬ 
tor,  for  purposes  of  this  section,  is  a 
producer  making  parts  and/or  assem¬ 
blies  to  the  prime  contractor’s  drawings 
and  bearing  the  prime  part  numbers,  the 
production  of  which  entails  sufficient 
manufacturing  difficulty  or  application 
of  extensive  direct  man-hours  which,  in 
the  prime  contractor’s  judgment,  may 
be  limiting  to  continuity  and/or  expan¬ 
sibility  of  production. 

(f )  “Department  of  Defense  Preferen¬ 
tial  Planning  List:”  A  list  of  end  items 
for  which  mobilization  production  plan¬ 
ning  with  industry  under  the  Production 
Allocation  Program  is  deemed  to  be  most 
urgently  needed. 

(g)  “Air  Force  Departmental  List:” 
A  list  used  internally  by  the  Air  Force 
which  identifies  known  critical  GFAE 
and  CFE  components  of  those  end  items 
listed  in  the  DOD  preferential  Planning 
List  and  includes  ground  support  and 
personnel  equipment. 

(h)  “MCP  Form  190:”  Authority  for 
initiation  of  procurement. 

(i)  “Geographic  dispersal:”  Ade¬ 
quate  geographic  dispersal  is  defined  as 
the  location  of  a  facility : 

(1)  10  miles  or  more  from  a  densely 
populated  area  of  120,000  or  more. 

(2)  10  miles  or  more  from  a  highly 
industrialized  area. 

(3)  10  miles  or  more  from  a  major 
military  installation. 

(j)  “Mobilization  base:”  Is  that 
minimum  industrial  structure  which  is 
necessary  to  meet  phased  requirements 
for  a  period  not  to  exceed  that  required 
to  bring  new  or  converted  private  facili¬ 
ties  into  production  after  M-Day. 

(k)  “Industrial  facilities:”  Property, 
other  than  material  and  special  tooling, 
of  use  for  the  performance  of  a  contract 
or  subcontract  for  supplies  or  services. 
It  includes,  but  is  not  limited  to,  real 
property  and  rights  therein,  including 
buildings,  structures  and  improvements, 
and  machinery,  equipment,  furniture, 
vehicles,  and  machine  tools  and  other 
production  equipment. 

(l)  “Standby  reserve:”  Is  that  por¬ 
tion  of  capital  equipment  surplus  to  cur¬ 
rent  production  requirements  which  has 
been  identified  as  being  necessary  to 
support  the  minimum  base. 

§  1053.101-5  Criteria,  (a)  The  Air 
Force  will  select,  for  its  mobilization  base, 
those  facilities  which  produce  or  are 
capable  of  producing  critically  important 
weapon  systems,  components  thereof, 
and/or  supporting  equipment  which  meet 
one  or  more  of  the  following  criteria: 

( 1 )  Items  requiring  a  long  lead  time  or 
long  manufacturing  cycle. 

(2)  Items  not  currently  in  production 
or  which  are  required  in  quantities  far  in 
excess  of  peacetime  production. 


(3)  Items  requiring  the  conversion  nt 

an  industry  or  number  of  plants  with  ail 
industry. 

(4)  Items  requiring  materials  or 
manufacturing  processes  essentially  dif 
ferent  from  those  in  current  use. 

(5)  Items  for  which  industry  does  not 
have  production  experience. 

(b)  Each  proposed  procurement  of 
planned  items  will  be  reviewed  by  MCPB 
or  appropriate  AMA  industrial  planning 
section,  at  supervisory  level,  to  assure 
consideration  of  the  following  factors- 

(1)  Maintaining  multiple  sources  of 
supply. 

(2)  Geographic  dispersal. 

(3)  Avoidance  of  undue  concentration 
of  contracts  in  a  few  leading  suppliers 

(4)  Multiple  awards. 

(5)  Preservation  of  essential  skilled 
labor  forces. 

(6)  Utilization  of  existing  open  indus¬ 
trial  capacity. 

(7)  Preservation  of  essential  manage¬ 
ment  organization  and  “know-how.” 

(8)  Maximum  subcontracting. 

(9)  Any  other  factors  relevant  to 
maintaining  a  sound  mobilization  base 
including  the  utilization  of  small  busi¬ 
ness  concerns  to  the  maximum  extent 
practicable. 

In  this  connection  comparative  price  ex¬ 
perience  will  be  used  to  negotiate  the 
best  possible  price  for  the  Government. 
The  authority  for  approving  price  dif¬ 
ferentials  to  attain  the  objectives  of  the 
policies  stated  in  this  subpart  is  dele- 
gated  to  the  Director  and  Deputy  Direc¬ 
tor  of  Procurement  and  Production,  Hq 
AMC,  and  to  the  Deputy  Director/Pro¬ 
curement,  Hq  AMC. 

§  1053.101-6  Responsibilities  and  pro¬ 
cedures.  (a)  Buying  Divisions  will: 

(1)  Solicit  quotations  from  all  appro¬ 
priate  planned  producers  of  a  planned 
item  when  procurement  of  that  item  is 
to  be  by  negotiation.  The  quotations 
will  be  evaluated  on  the  basis  of  normal 
business  considerations,  giving  proper 
weight  to  such  factors  as  price,  quality, 
delivery,  etc.,  as  prescribed  in  Chapter 
I,  of  this  title.  The  extent  to  which  pro¬ 
duction  allocation  planning  has  pro¬ 
gressed  and  the  investment  by  the 
Government  and  the  firm  in  such  plan¬ 
ning  will  be  factors  for  consideration. 

(2)  Issue  request  for  proposals 
which  will  contain  the  following  pro¬ 
visions: 

Subcontracting  structure.  The  materiel 
being  procured  is  a  planned  item  under  the 
Mobilization  Base  Policy,  which  policy  it 
designed  to  maintain  a  proper  industrial 
base  in  the  aeronautical  production  industry 
in  order  to  provide  for  rapid  expansion  In 
the  event  of  mobilization.  It  is  the  desire 
of  the  Department  of  the  Air  Force  that 
subcontracting,  including  the  maximum 
utilization  of  small  business,  be  accom¬ 
plished  to  the  fullest  extent  consistent  with 
the  efficient  performance  of  the  contract, 
therefore,  it  is  requested  that  the  proposal 
include  the  following: 

(i)  A  proposed  list  of  the  major  items  to 
be  subcontracted  and  the  names  and  loca¬ 
tions  of  potential  subcontractors  for  each 
such  Item.  For  this  purpose,  a  subcontrac¬ 
tor  is  a  producer  making  part  and/or  assem¬ 
blies  to  the  prime  contractor’s  drawing* 
and  bearing  the  prime  part  numbers,  the 
production  of  which  entails  sufficient 
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manufacturing  difficulty  or  application  of 
x tensive  direct  man-hours  which,  in  the 
nrime  contractor’s  judgment,  may  be  limit¬ 
ing  to  continuity  and/or  expansibility  or 

pr^?Cpercentage  of  subcontracting  by  ef¬ 
fort  (direct  man-hour  expenditure)  under 
the  foregoing  definition  and  the  percentage 
of  all  other  anticipated  subcontracting  not 
covered  by  the  foregoing  definition  but  ex¬ 
cluding  vendor  and  supplier  items. 

Note  Buyers  will  not  consider  proposals 
/Quotations)  complete  until  the  above  re¬ 
quired  information  has  been  obtained. 

(b)  The  buyer  will  include  the  fol¬ 
lowing  clause  in  the  contract. 

Maintenance  of  Mobilization  Base  Policy 
The  material  being  procured  under  the 
Contract  is  a  planned  item  under  the  Mobili¬ 
zation  Base  Policy,  which  policy  is  designed 
to  maintain  a  proper  industrial  base  in 
order  to  provide  for  rapid  expansion  in  the 
event  of  mobilization.  It  is  the  desire  of 
the  Department  of  the  Air  Force  that  the 
subcontract  structure  established  during 
the  negotiation  of  this  contract  be  main¬ 
tained  to  the  greatest  practical  extent.  The 
contractor  shall  inform  the  administrative 
contracting  officer  of  any  proposed  deviation 
therefrom.  In  the  event  the  contractor 
deems  it  advisable  to  withdraw  work  from 
an  established  subcontractor  during  the 
production  program,  advance  notification 
shall  be  given  to  the  administrative  con¬ 
tracting  officer,  together  with  complete  in¬ 
formation  as  to  the  basis  for  the  withdrawal. 

§  1053.102  Delivery  schedules  in  sup¬ 
ply  contracts. 

§  1053.102-2  Policy.  Delivery  sched¬ 
ules  in  supply  contracts  will  be  considered 
in  the  following  categories  only : 

(a)  “Desired”  delivery  schedule  will  be 
specified  when  delay  in  delivery  is  un¬ 
likely  to  cause  inconvenience  to  the  Gov¬ 
ernment  or  to  impede  progress  on  other 
contracts. 

(b)  “Required”  delivery  schedule  will 
be  specified  when  delay  in  delivery  will 
cause  inconvenience  to  the  Government, 
impede  progress  on  other  contracts,  or 
when  necessary  to  receive  delivery  within 
a  short  period  of  time  makes  delivery  a 
significant  consideration  in  the  award  of 
the  contract. 

§  1053.102-3  Procedure.  Buyers  will 
determine  the  proper  delivery  schedule 
(with  the  assistance  of  the  initiator  of 
the  purchase  request) . 

(a)  When  delivery  is  specified  as  “De¬ 
sired,”  invitations  for  bids  (IFB's)  will 
contain  the  following: 


The  Government  desires  delivery  of  the 

articles  listed  herein  as  follows _ days 

after  receipt  of  written  notice  of  award.  If 
bidder  is  unable  to  meet  the  above  delivery 
schedule,  he  may,  without  prejudice  to  the 
valuation  of  his  bid.  set  forth  below  the  de¬ 
livery  schedule  he  is  prepared  to  meet  pro¬ 
vided,  in  no  event  shall  the  bidder’s  delivery 
schedule  extend  beyond _ days  after  re¬ 

ceipt  of  written  notice  of  award,  as  bid  pro¬ 
posing  delivery  after  that  period  will  be  con¬ 
sidered  nonresponsive  to  the  invitation  and 
will  be  rejected.  If  bidder  does  not  state  a 
different  delivery  schedule,  the  Government’s 
desired  delivery  schedule  stated  above  will 
apply. 

Bidder’s  Proposed  Delivery  Schedule: 
- days  after,  receipt  of  a  written  notice 

of  award. 
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(b)  When  delivery  Is  specified  as  “De¬ 
sired,”  requests  for  proposals  (RFP’s) 
will  contain  the  following : 

Delivery 

The  Government  desires  delivery  of  the 

articles  listed  herein  as  follows _ days 

after  receipt  by  the  contractor  either  of 
written  notice  of  award  or  of  a  fully  executed 
and  binding  contract.  If  the  offeror  is  unable 
to  meet  the  above  delivery  schedule,  it  may, 
without  prejudice  to  the  evaluation  of  its 
offer,  set  forth  below  the  delivery  schedule  it 
is  prepared  to  meet,  however,  should  the 

offeror’s  delivery  schedule  exceed _ days 

after  either  receipt  of  written  notice  of  award 
or  of  a  fully  executed  and  binding  contract, 
the  offer  may  be  considered  nonresponsive 
and  the  offer  may  be  rejected.  If  the  offeror 
does  not  state  a  different  delivery  schdeule, 
the  Government’s  desired  delivery  schedule 
will  apply.  i 

Offeror’s  Proposed  Delivery  Schedule: 

- days  after  receipt  either  of  written 

notice  of  award  or  of  a  fully  executed  and 
binding  contract. 

(c)  When  delivery  is  specified  as  “Re¬ 
quired,”  IFB’s  will  contain  the  following: 


Delivery  of  the  articles  listed  herein  is  re¬ 
quired  on  or  before  expiration  of  the  time 
specified  immediately  below: 

- days  after  receipt  of  written  notice 

of  award. 

Bidders  are  cautioned  to  consider  carefully 
the  Government’s  required  delivery,  as  bids 
specifying  delivery  after  the  time  specified 
above  will  be  rejected. 

Bidders  Proposed  Delivery  Schedule: 

- days  after  receipt  of  written  notice 

of  award. 

If  the  bidder  does  not  state  a  different  de¬ 
livery  schedule,  the  Government’s  required 
delivery  schedule,  stated  above,  will  apply. 


(d)  When  delivery  is  specified  as  “Re¬ 
quired,”  RFP’s  will  contain  the  follow¬ 
ing: 

Delivery 

Delivery  of  the  articles  listed  herein  is 
required  on  or  before  the  date  specified  im¬ 
mediately  below: _ days  after  receipt 

either  of  written  notice  of  award  or  of  a 
fully  executed  and  binding  contract. 

Offerors  are  cautioned  to  consider  the  Gov¬ 
ernment’s  required  delivery  carefully  as 
offers  specifying  delivery  in  excess  of  that 
time  will  probably  be  rejected.  If  the  of¬ 
feror  does  not  state  a  different  delivery 
schedule,  the  Government’s  required  delivery 
schedule  stated  above  will  apply. 

Offeror’s  Proposed  Delivery  Schedule: _ 

days  after  receipt  either  of  written  notice  of 
award  or  of  a  fully  executed  and  binding 
contract. 

(e)  If  the  buyers  desire  to  specify  a 

rate  of  delivery  as  well  as  a  date  for  com¬ 
pletion  of  delivery,  they  may,  at  their 
option,  specify  the  delivery  schedule  in 
the  Delivery  provision  as  follows:  “at 
the  rate  of _ per  month  to  be  com¬ 
pleted  _  days  after  receipt  of 

L  insert  “ written  notice  of  award”  or 
“ written  notice  of  award  or  a  fully  exe¬ 
cuted  and  binding  contract ”,  as  appro¬ 
priate 1.” 

(f)  In  contracts  covering  MIPR  re¬ 
quirements,  buyers  will  include  each 
claimant’s  portion  of  like  items  as  a  sep¬ 
arate  contract  line  item  and  include  a 
separate  delivery  schedule,  by  month, 
for  each  claimant.  The  delivery  sched¬ 
ule  will  normally  be  that  set  forth  in  the 
MIPR  or  as  agreed  to  between  the  buy¬ 
ing  activity  and  the  initiator  of  the 
MIPR.  (Existing  contracts  will  not  be 
amended  for  this  purpose.)  Example  of 
the  delivery  schedule  contemplated  by 
this  subparagraph  follows: 


Item 

Department 

Total 

quantity 

1955 

July 

August 

Septem¬ 

ber 

October 

Novem¬ 

ber 

1A. . . 

USAF . 

850 

200 

200 

150 

150 

150 

IB..  . . . 

Navy . . . 

5(H) 

100 

1(H) 

100 

1(M) 

100 

1C . 

Army . 

^  300 

1(X) 

50 

50 

50 

50 

(g)  When  the  “desired”  delivery  pro¬ 
vision  is  inserted  in  an  IFB  or  RFP,  the 
resulting  written  notice  of  award  or  fully 
executed  and  binding  contract  will  be 
forwarded  to  the  contractor. 

<h)  When  the  “required”  delivery  pro¬ 
vision  is  inserted  in  an  IFB  or  RFP,  the 
resulting  written  notice  of  award  or  fully 
executed  and  binding  contract  will  be 
forwarded  to  the  contractor  by  certified 
mail,  return  receipt  requested. 

§  1053.102-6  Amendment  of  active 
contract  delivery  schedules,  (a)  When¬ 
ever  changes  of  spare  parts  lists  necessi¬ 
tate  new  procurements,  a  new  delivery 
schedule  will  be  established  and  will  in¬ 
clude  any  contractual  changes  when 
concurrent  delivery  is  not  to  be  made 
according  to  applicable  spare  parts  pro¬ 
visioning  documents. 

(b)  Contracts  having  delivery  sched¬ 
ules  which  cannot  be  met  as  a  result  of 
causes  outlined  in  the  Default  clauses 
(§7.103-11  <b)  of  this  title)  may  be 
amended.  The  document  amending  the 
contract  in  this  case  will  state  the  spe¬ 
cific  reason (s)  for  which  the  delivery 
schedule  cannot  be  met  and  will  also 


state  that  the  contractor  cannot  perform 
his  obligation  within  the  originally  stated 
time. 

(c)  Contracts  having  unrealistic  deliv¬ 
ery  schedules  may  be  amended  after  a 
determination  has  been  made  that  a 
consideration  exists  for  a  contract 
change.  Such  considerations  may  not , 
necessarily  be  monetary  in  nature  but 
may  consist  of  other  benefits  to  the  Gov¬ 
ernment.  An  amendment  may  be  ac¬ 
complished  without  consideration  in 
situations  covered  by  Public  Law  921  (55 
Stat.  839;  50  App.  U.  S.  C.  611). 

(d)  Following  are  instances  (not  lim¬ 
iting  factors)  for  which  the  administra¬ 
tive  contracting  officer  will  recommend 
extensions  of  delivery  schedules  for  de¬ 
linquent  contracts  which  the  procuring 
contracting  officer  (buyer)  may  effect 
without  approval  from  higher  head¬ 
quarters. 

(1)  Amendments  supported  by  legal 
consideration.  In  these  cases  it  must  be 
determined  whether  legal  consideration 
exists  for  an  amendment.  The  determi¬ 
nation  will  be  made  by  the  appropriate 
staff  judge  advocate  on  the  basis  of  facts 
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submitted.  Included  In  the  cases  that 
may  be  eligible  for  amendments  under 
this  subparagraph  are: 

(1)  Where  the  contractor  offers  a  sub¬ 
stantial  price  reduction  in  consideration 
for,  and  the  Air  Force’s  interest  will  not 
be  prejudiced  by,  an  extension  ,  of  the 
delivery  schedule. 

(ii)  Where  extension  of  the  delivery 
schedule  is  dictated  by  an  authenticated 
revised  requirement  of  the  Air  Force. 

(2)  Specific  contract  provisions;  de¬ 
linquency  in  performance  due  to  causes 
beyond  the  control  and  without  the  fault 
or  negligence  of  the  contractor.  Such 
causes  include  but  are  not  restricted  to 
acts  of  God  or  of  the  public  enemy,  acts 
of  the  Government,  fires,  floods,  epidem¬ 
ics,  quarantine  restrictions,  strikes, 
freight  embargoes,  unusually  severe 
weather,  and  defaults  of  subcontractors 
due  to  any  such  causes  unless  the  pro¬ 
curing  contracting  officer,  acting  upon 
the  recommendations  of  the  administra¬ 
tive  contracting  officer,  determines  that 
the  supplies  or  services  to  be  furnished 
by  the  subcontractor  were  obtainable 
from  other  sources  in  sufficient  time  to 
permit  the  contractor  to  meet  the  re¬ 
quired  delivery  schedule.  When  a  con¬ 
tractor  alleges  an  excusable  delay,  the 
administrative  contracting  officer  must 
investigate  the  allegations  and  make  a 
finding  of  fact  as  to  the  conditions  found 
to  exist.  He  will  send  the  procuring  con¬ 
tracting  officer  a  copy  of  his  findings  and 


his  recommendations  regarding  a  revised 
delivery  schedule. 

§  1053.103  Data  price  to  be  included 
in  contracts. 

§  1053.103-2  General,  (a)  Whenever 
technical  data  and/or  engineering  data 
specifically  prepared  for  the  requiring 
agency  are  required,  the  buyer  will  re¬ 
quest  the  bidder  to  furnish  prices  for 
such  data.  When  the  data  is  priced  by 
the  bidder,  it  will  be  so  indicated  on 
the  contract.  If  separate  prices  cannot 
be  obtained  due  to  the  contractor’s  ac¬ 
counting  system  or  some  other  cogent 
reason,  the  data  item(s)  will  be  listed 
separately  in  the  contract  and  a  nota¬ 
tion  made  as  follows:  “Data  price  in¬ 
cluded  in  the  cost  of  the  end  item(s).” 
Under  no  circumstances  will  the  state¬ 
ment  “No  charge  for  data”  be  used. 

(b)  Existing  contracts  which  specify 
delivery  of  data  in  which  the  price  is  in¬ 
cluded  in  the  end  item(s)  and  existing 
or  future  contracts  which  stipulate 
“Data  price  included  in  the  cost  of  end 
item(s)”  will  not  be  deemed  to  be  ful¬ 
filled  until  delivery  and  acceptance  of 
the  data. 

(c)  Under  contracts  which  stipulate 
“Data  price  included  in  the  cost  of  end 
item(s),”  the  finance  office  withholds 
final  payment  until  official  notification 
has  been  received  that  data  has  been 
delivered  and  accepted. 


Itom 

No. 

Description 

Quan¬ 

tity 

Unit 

Unit 

price 

Amount 

Blueline  prints. 

Total  250A,  Par  3a,  requirements . . . . . 

10 

sets 

0) 

(■) 

Note:  The  bidder  is  required  to  insert  price (s)  as  requested  for  the  applicable  data  items.  If  no  price-is  inserted 
as  requested,  the  data  price  will  be  considered  to  be  included  iu  the  cost  of  the  end  item(s)  and  the  contract  end  item 
will  reflect  such  inclusion. 


1  The  number  of  sets  of  direct  reading  paper  Vandyke  negatives  and  blueline  prints  will  be  determined  from 
the  shipping  instructions  attached  to  the  PR  and  MIPR  and  will  be  inserted  here.  (Note:  Shipping  instructions 
are  revised  monthly  by  the  Technical  and  Procurement  Data  Branch,  Hq  AMC,  and  the  number  of  sets  of  data 
required  will  vary  according  to  these  shipping  instructions.) 


(b)  Procuring  contracting  officers  will 
reflect  the  data  prices,  where  received, 
in  each  contract  separate  from  other 
components  of  the  procurement  as  pre¬ 
scribed  in  §  1053.103-2. 

(c)  Tables  250  and  250A  provide  for 
shipping  instructions  to  be  attached  to 
the  PR  for  the  data  required  under  Table 
250  and  paragraph  3b,  Table  250A. 
Shipping  instructions  are  not  attached 
to  the  PR  for  data  required  under  para¬ 
graph  3a,  Table  250A  since  it  is  impos¬ 
sible  to  forecast  future  requirements 
prior  to  issuance  of  the  contract.  There¬ 
fore,  shipping  instructions  for  data  re¬ 
quired  under  paragraph  3a,  Table  250A 
will  be  furnished  by  the  Technical  and 
Procurement  Data  Branch  (MCSIF), 
Hq  AMC,  according  to  paragraph  5b 
(2),  Table  250A. 

(d)  Changes,  including  deletions,  in 
Tables  250  and  250A,  when  attached  by 
Hq  AMC,  AMA’s,  or  depots  will  be  made 
only  by  or  with  the  approval  of  MCSIF. 
Such  changes  will  be  typed  or  written  in 
ink  and  will  be  initialed  by  the  individual 
making  the  changes.  All  deviations  or 


changes  will  be  confirmed  by  appropriate 
MCSIF  correspondence. 

§  1053.103-4  Descriptive  identifica¬ 
tion  data  to  be  furnished  by  Govern¬ 
ment  suppliers.  (a)  Whenever  the 
purchase  request  or  the  military  inter¬ 
departmental  purchase  request  requires 
descriptive  identification  data  to  be  fur¬ 
nished  by  Government  suppliers  accord¬ 
ing  to  specifications  MIL-D-26715 
(USAF)  the  following  procedures  will  be 
followed : 

(1)  End  items.  In  addition  to  the 
contract  item  for  the  end  item,  a  sepa¬ 
rate  contract  item  for  descriptive  iden¬ 
tification  data  will  be  established 

substantially  as  follows:  “Item _ 

descriptive  identification  data  for 

item<s)  _ 1  above  in  accordance 

with  MIL-D-26715  at  a  total  price 
of _ ” 

(2)  Spare  parts.  The  contractor  will 
be  required  also  to  furnish  descriptive 
identification  data  for  spare  parts  ac¬ 
cording  to  MIL-D-26715.  Since  the 
exact  quantity  and  price  of  such  data 


1  Insert  contract  item  number  for  the  ap 
propriate  end  item. 


cannot  be  determined  prior  to  the  selec 
tion  of  the  spare  parts,  the  price  thereof 
will  be  included  in  the  price  of  the  spare 
parts  to  be  furnished  under  the  con- 
tract  and  will  be  negotiated  at  the  time 
and  in  the  manner  provided  for  the 
pricing  of  the  respective  parts. 

(b)  See  §  1007.4041  of  this  chapter 
applicable  contract  clause. 

(c)  The  assignment  of  appropriate 
stock  numbers  is  a  prerequisite  to  permit 
shipment  of  property  from  Government 
suppliers  into  AF  stock. 

§  1053.104  Consideration  of  transpor¬ 
tation  data  in  placement  of  contracts 

I  1053.104-2  Policy.  In  connection 
with  bids  or  proposals  submitted  on  an 
f.  o.  b.  carrier’s  equipment  basis,  trans¬ 
portation  costs  between  the  source  oi 
supply  and  the  designated  destination 
point  or  points  will  be  considered  in 
determining  the  lowest  estimated  cost  to 
the  Government. 

§  1053.104-3  Procedures — (a)  AMC 
Form  354,  “transportation  data  (PR  or 
MIPR).”  Each  purchase  request  will 
have  attached  thereto  AMC  Form  354 
which  will  set  forth  transportation  data 
to  be  considered  by  procurement  person- 
nel  prior  to  issuance  of  an  IFB  or  EFP. 
The  data  set  forth  on  the  form  will  be 
carefully  analyzed  and,  based  thereon, 
the  determination  made  as  to  which  of 
the  following  will  be  included  in  the 
schedule  of  the  IFB  or  RFP. 

( 1 )  Whenever  the  supplies  are  to  be 
delivered  f.  o.  b.  specified  destinations, 
the  following  will  appear  in  the  schedule: 

F.  o.  b.  point:  Supplies  shall  be  shipped 
direct  by  the  Contractor  to  the  specified  des¬ 
tinations  on  commercial  bill  of  lading  at  the  * 
expense  of  the  Contractor. 

(2)  Whenever  the  supplies  are  to  be 
delivered  f.  o.  b.  the  plant  or  plants  at 
which  such  supplies  are  to  be  finally  in¬ 
spected  and  accepted,  or  if  the  facilities 
for  shipment  by  carrier’s  equipment  are 
not  available  at  the  contractor’s  plant, 
f .  o.  b.  the  point  or  points  thereto  that 
carrier  service  is  available,  the  following 
will  appear  in  the  schedule : 

F.  o.  b.  point:  Supplies  shall  be  delivered 
to  the  Government  f.  o.  b.  carrier’s  equip¬ 
ment  at  the  plant  or  plants  at  which  such 
supplies  are  to  be  finally  inspected  and  ac¬ 
cepted,  or  if  the  facilities  for  shipment  by 
carrier’s  equipment  are  not  available  at  the 
Contractor’s  plant,  f .  o.  b.  the  point  or  points 
nearest  thereto  that  carrier  service  is  avail¬ 
able.  Bidder  to  specify  which  of  the  follow¬ 
ing  is  applicable  and  designate  the  city  and 
state  of  the  f.  o.  b.  point: 

(i)  f.  o.  b.  carrier’s  equipment  at  the  plant 

or  plants  at _ _ 

_ ( City,  State ) ,  at  which  such  supplies 

are  to  be  finally  inspected  and  accepted. 

(ii)  f.  o  .b.  _ _ 

_ (City,  State) ,  which  is  the  point  or 

points  nearest  the  plant  or  plants  at  which 
final  inspection  and  acceptance  are  to  be 
accomplished  that  carrier  service  is  available. 

(3)  Whenever  the  supplies  are  to  be 
delivered  f.  o.  b.  other  than  specified  in 
subparagraph  (2)  (i)  and  (ii)  of  this 
paragraph,  a  special  provision  patterned 
along  those  specified  above  will  be  writ¬ 
ten,  using  the  transportation  data 
furnished. 
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a)  Whenever  it  is  desired  to  obtain  prices  f.  o.  b.  destination  and  f.  o.  b.  carrier’s 
linment  the  IFB  or  RFP  will  be  set  up  as  follows  and  include  the  two  f.  o.  b. 
Envisions  as  indicated  in  bid  “A”  and  bid  “B”  below: 


Gadget,  etc. 

Bid  "A",  F.O.B.  DESTINATION' 

Bid  "B",  F.O.B.  CARRIER'S  EQUIPMENT 


Bids  are  requested  under  bid  "A"  of  '.his  Invj 
for  Proposal  based  on  delivery  f .o.b ,  destirj 
destination (s)  all  transportation  chi  irges  pal 

Bids  are  requested  under  bid  "B"  of  Ms  Inv 
for  Proposal  based  on  delivery* 

(i)  f.o.b.  carrier's  equipment  at  ;he  plan 
_ ,  _ ,  at  which  s  ich  supp 


.tatio 
ition 
Ld  by 


.tatioJ 


>lants 


the  p 
te  are 
railab 


.state 


OUANTITY 

(iVumUr  UNIT  UNIT  PRICE 

UnU$) 

AMOUNT 

v 
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office  of  administration  will  assign  sec¬ 
ondary  administrative  responsibility 
where  necessary. 

§  1053.404-5  Geographical  areas  of 
AMA's  and  APD’s. 

(a)  AMA’s. 

(1)  Middletown  (MAAMA).  The  States  of 
Maine.  New  Hampshire.  Vermont.  Massachu¬ 
setts,  Connecticut,  Rhode  Island,  New  York, 
New  Jersey,  Maryland,  Delaware,  Pennsyl¬ 
vania,  and  District  of  Columbia. 

(2)  Mobile  {MO  AM  A).  The  States  of  Indi¬ 
ana,  Ohio,  West  Virginia,  Kentucky,  Tennes¬ 
see,  Mississippi,  Alabama,  Michigan  (less  the 
upper  peninsula) ;  that  part  of  Florida  west 
of  the  Apalachicola  River;  that  part  of  Lou¬ 
isiana  east  of  the  Mississippi  River;  the  Do¬ 
minion  of  Canada;  and  the  Caribbean  area. 

(3)  Ogden  ( OOAMA ).  The  States  of 
Washington,  Idaho,  Utah,  Montana,  Wyo¬ 
ming.  Colorado,  North  Dakota,  and  South 
Dakota,  and  Alaska. 

(4)  Oklahoma  City  (OC AMA) .  The  States 
of  Oklahoma,  Kansas,  Nebraska,  Arkansas, 
Missouri,  Iowa,  Minnesota,  Illinois,  Wiscon¬ 
sin.  and  the  upper  peninsula  of  Michigan. 

(5)  Sacramento  ( SMAMA ).  The  States  of 
Oregon,  Nevada  (less  Clark  County),  all  of 
California  north  of  the  northern  boundaries 
of  San  Luis  Obispo,  Kern,  and  San  Bernar¬ 
dino  Counties,  and  Hawaii. 

(6)  San  Antonio  (S  A  AM  A) .  The  States  of 
New  Mexico,  Texas,  and  that  part  of  Louisi¬ 
ana  west  of  the  Mississippi  River. 

(7)  San  Bernardino  (SB  AM  A) .  The  States 
of  Arizona,  Clark  County,  Nevada;  and  Cali¬ 
fornia  south  of  the  northern  boundaries  of 
San  Luis  Obispo,  Kern,  and  San  Bernardino 
Counties. 

(8)  Warner  Robins  (WR  AM  A) .  The  States 
of  Virginia,  North  Carolina,  South  Carolina. 
Georgia,  and  that  part  of  Florida  east  of  the 
Apalachicola  River. 

(b)  APD’s. 

(1)  Arizona  Air  Procurement  District 

(San  Bernardino  AM  A) .  Arizona. 

(2)  Atlanta  Air  Procurement  District 

( Warner  Robins  AM  A).  Virginia,  North 
Carolina,  South  Carolina,  Georgia,  and  that 
part  of  Florida  east  of  the  Apalachicola  River. 

(3)  Boston  Air  Procurement  District 

( Middletown  AM  A).  Maine,  New  Hampshire, 
Vermont,  Massachusetts,  Rhode  Island,  and 
Connecticut,  exclusive  of  Fairfield  County, 
Connecticut. 

(4)  Chicago  Air  Procurement  District 
( Oklahoma  City  AMA).  Iowa,  and  that  por¬ 
tion  of  Illinois  above  the  northern  bound¬ 
aries  of  the  following  counties:  Adams, 
Brown,  Cass,  Douglas,  Edgar,  Macon,  Men¬ 
ard,  Moultrie,  and  Sangamon. 

(5)  Cleveland  Air  Procurement  District 
( Mobile  AMA).  Marshall,  Ohio,  Brooke,  and 
Hancock  Counties  in  West  Virginia;  and  be¬ 
ginning  at  western  boundary  of  the  Ohio 
State  Line,  that  portion  of  Ohio  north  of 
highways  30  and  30S  and  the  cities  located 
thereon  (excluding  the  city  of  Lima,  Ohio) 
to  the  western  boundary  of  Marion  County 
and  that  portion  of  Ohio  north  of  the 
southern  boundaries  of  the  following  coun¬ 
ties:  Marion,  Morrow,  Knox,  Muskingum, 
Noble,  and  Monroe. 

(6)  Dallas  Air  Procurement  District 
( San  Antonio  AMA).  New  Mexico,  Texas, 
and  that  portion  of  Louisiana  west  of  the 
Mississippi  River. 

(7)  Dayton  Air  Procurement  District 
( Mobile  AMA) .  Kentucky,  Alabama,  Tennes¬ 
see,  Mississippi,  West  Virginia  exclusive  of 
Marshall,  Ohio,  Brooke,  Hancock  Counties; 
and  beginning  at  the  western  boundary  of 
the  Ohio  State  Line,  that  portion  of  Ohio 
south  of  Highways  30  and  30S  exclusive  of 
cities  on  said  highway  lines  (but  including 
Lima,  Ohio  to  the  western  boundary  of 
Marion  County  and  that  portion  of  Ohio 
south  of  the  southern  boundaries  of  the 


following  counties:  Marion,  Morrow,  Knox, 
Muskingum,  Noble,  and  Monroe,  that  por¬ 
tion  of  Louisiana  east  of  the  Mississippi 
River;  that  portion  of  Florida  west  of  the 
Apalachicola  River;  and  the  Caribbean  area. 

(8)  Detroit  Air  Procurement  District 
( Mobile  AMA) .  Lower  peninsula  of  Mich¬ 
igan  and  Dominion  of  Canada. 

(9)  Indianapolis  Air  Procurement  District 
(Mobile  AMA).  Indiana. 

(10)  Los  Angeles  Air  Procurement  District 
(San  Bernardino  AMA).  Kern,  San  Luis 
Obispo,  San  Bernardino,  Los  Angeles,  Or¬ 
ange,  Riverside,  Santa  Barbara,  Ventura 
Counties  in  California,  and  Clark  County, 
Nevada. 

(11)  Milwaukee  Air  Procurement  District 
(Oklahoma  City  AMA).  Wisconsin,  Minne¬ 
sota,  and  the  upper  peninsula  of  Michigan. 

(12)  Newark  Air  Procurement  District 
( Middletown  AMA).  Richmond  County  in 
New  York  State  and  following  counties  in 
New  Jersey:  Bergen,  Essex,  Hudson,  Hunter¬ 
don,  Mercer,  Middlesex,  Monmouth,  Morris, 
Ocean,  Passaic,  Somerset,  Sussex,  Union,  and 
Warren. 

(13)  New  York  Air  Procurement  District 
( Middletown  AMA).  Fairfield  County  in 
Connecticut;  and  the  following  counties  in 
New  York  State:  Bronx,  Columbia,  Dutchess, 
Greene,  Kings,  Nassau,  New  York,  Orange, 
Putnam,  Queens,  Rockland,  Suffolk,  Ulster, 
and  Westchester. 

(14)  Philadelphia  Air  Procurement  Dis¬ 
trict  (Middletown  AMA).  Pennsylvania, 
Delaware,  Maryland,  District  of  Columbia, 
and  the  following  counties  in  New  Jersey: 
Atlantic,  Burlington,  Camden,  Cape  May, 
Cumberland.  Gloucester,  and  Salem. 

(15)  Rochester  Air  Procurement  District 
( Middletown  AMA).  That  portion  of  New 
York  State  north  and  west  of,  but  not  in¬ 
cluding,  Ulster,  Orange,  Greene,  and  Co¬ 
lumbia  Counties. 

(16)  San  Diego  Procurement  District  (San 
Bernardino  AMA).  Imperial  and  San  Diego 
Counties.  California. 

(17)  San  Francisco  Air  Procurement  Dis¬ 
trict  (Sacramento  AMA).  Oregon,  Nevada 
less  Clark  County,  all  of  California  north  of 
the  northern  boundaries  of  San  Luis  Obispo, 
Kern,  and  San  Bernardino  Counties,  and 
Hawaii. 

(IS)  St.  Louis  Air  Procurement  District 
( Oklahoma  City  AMA).  Missouri,  Nebraska, 
Oklahoma,  Kansas,  Arkansas,  and  that  por¬ 
tion  of  Illinois  below  the  northern  bound¬ 
aries  of  the  following  counties:  Cass,  Adams, 
Brown,  Douglas,  Edgar,  Macon,  Menard, 
Moultrie,  and  Sangamon. 

(19)  Headquarters  OOAMA.  Since  Ogden 
Air  Materiel  Area  does  not  have  an  APD 
within  its  geographical  area,  the  headquar¬ 
ters  activity  performs  the  functions  assigned 
to  the  APD’s  in  the  other  AMA’s. 

§  1053.405  Certificate  to  be  used  by 
contractors  and  vendors  on  invoices  or 
bills. 

§  1053.405-1  General.  The  Comp¬ 
troller  General  has  ruled  in  Decisions 
A-51607  and  A-49009,  May  1,  1950,  that 
in  the  interest  of  uniformity  and  to 
simplify  certifications  required  of  con¬ 
tractors  and  vendors  when  submitting 
invoices  or  bills  to  the  Government  for 
payment,  the  following  certificate  on 
such  documents  will  be  sufficient: 

I  certify  that  the  above  bill  is  correct  and 
just  and  that  payment  therefor  has  not  been 
received. 

§  1053.405-2  Procedure.  (a)  The 
prescribed  certificate  will  be  either 
printed,  stamped,  typed,  or  written  on 
the  face  or  reverse  of  the  page  listing  the 
total  amount  of  each  vendor’s  bill  of 
sale,  invoice,  or  other  document  sub¬ 
mitted  to  the  Government  for  payment. 


The  original  only  will  be  signed  in  ink  or 
indelible  pencil  by  the  vendor  or  his  dulv 
authorized  representative,  and  will  show 
his  title  or  official  capacity.  uw 

(b)  The  certificate  on  Government 
vouchers,  or  on  invoice  forms  to  be  at 
tached  to  such  vouchers,  will  be  signeo 
only  after  delivery  or  performance  bv 
the  claimant  and  will  not  be  signed  2 
blank  or  at  any  time  before  submission 
of  the  voucher  or  invoice.  To  do  so  mav 
result  in  the  submission  of  a  false  claim 
against  the  Government  for  which  the 
person  signing  the  certificate  may  be 
held  liable  under  the  law. 

§  1053.406  Variations  in  quantities 
covered  by  contracts. 

§  1053.406-3  Definitions.  For  the 
purpose  of  this  section  the  following  defi¬ 
nitions  will  apply: 

( a )  “Overrun :  ’’  A  quantity  of  supplies 
produced  by  a  contractor  and  tendered 
to  the  Government,  which  exceeds  the 
quantity  specified  in  the  contract. 

(b)  “Underrun:”  A  quantity  of  sup¬ 
plies,  produced  by  a  contractor  and  tend¬ 
ered  to  the  Government,  which  falls 
short  of  the  quantity  specified  in  the 
contract. 

§  1053.406-4  Preparation  of  contracts. 

(a)  The  Variation  in  Quantity  clause  is 
set  forth  in  §  7.103-4  of  this  title.  The 
clause  is  applicable  only  if  and  to  the 
extent  specified  in  the  contract,  and  does 
not  in  itself  authorize  overruns  or  under¬ 
runs.  When  it  is  considered  appropriate 
to  allowr  variations,  a  separate  additional 
provision  listing  variation  (s)  will  be  in¬ 
serted  in  the  schedule  of  the  contract. 

<b)  It  w  ill  be  the  responsibility  of  the 
procuring  contracting  officer  to  deter¬ 
mine  the  permissible  percentage  of  vari¬ 
ation,  if  any,  for  each  item  in  the  con¬ 
tract.  Fairness  to  contractors  requires 
that,  in  certain  cases,  overruns  and  un¬ 
derruns  within  reasonable  limits  be  made 
allowable.  On  the  other  hand,  there  are 
many  classes  of  items  to  which  applica¬ 
tion  of  such  a  provision  is  obviously  im¬ 
proper.  Contracts  for  aircraft,  engines, 
instruments,  major  accessories,  and  or¬ 
ders  for  small  test  quantities  purchased 
for  experimental  purposes  are  examples 
where  provision  for  variation  in  the  con¬ 
tract  schedule  would  be  improper.  Ex¬ 
amples  where  the  use  of  a  percentage 
variation  might  be  proper  are  contracts 
for  standard  items  or  for  machine-made 
products,  such  as  cloth,  lumber,  bolts, 
rivets,  fuel,  chemicals,  and  metals,  whese 
variation  is  customarily  caused  by  allow¬ 
ances  in  manufacturing  processes,  con¬ 
ditions  of  loading,  shipping,  or  packing. 

(c)  There  should  be  no  standard  or 
usual  percentage  or  variation.  Each 
procurement  for  which  an  overrun  or 
underrun  is  permissible  should  be  based 
upon  the  normal  commercial  practices  of 
the  particular  industry  for  particular 
items,  and  the  permitted  percentage 
should  be  no  larger  than  is  necessary  to 
afford  a  contractor  reasonable  protec¬ 
tion.  In  no  case  will  the  permissible 
variation  exceed  10  percent  of  the  quan¬ 
tity  ordered  per  article.  The  permissible 
quantity  variation  must  have  the  ap¬ 
proval  of  this  unit  initiating  the  pro¬ 
curement. 
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,  1053.406-5  Processing  variations 
admitted  by  the  contract.  Whenever 
{^quantity  delivered  by  a  contractor 
Stains  an  overrun  or  underrun  within 
the  limits  and  for  the  causes  permitted 
bv  the  contract,  the  delivery  may  be  ac¬ 
cented  by  the  appropriate  AP  personnel 
usually  responsible  for  accepting  de¬ 
aries.  Action  by  the  procuring  con¬ 
tracting  officer  or  the  administrative 
contracting  officer  is  not  required.  The 
aoproPriate  accounting  component  will 
JjJJaease  or  decrease  obligated  funds  to 
jeflect  the  price  of  the  quantities  de¬ 
livered  and  accepted. 

§  1053.406-6  Processing  variations  not 
permitted  by  the  contract — (a)  Over¬ 
runs.  If  "the  contractor  produces  an 
overrun  under  a  contract  which  does  not 
provide  for  any  variation  in  quantity  or 
if  the  overrun  exceeds  the  percentage 
permitted  by  the  contract  or  is  caused 
by  conditions  other  than  those  specified 
in  the  contract  clause,  the  Government 
is  under  no  obligation  to  accept  the  un¬ 
anticipated  excess.  The  contractor  will 
be  notified  by  the  administrative  con¬ 
tracting  officer  that  the  Government 
does  not  consider  itself  obligated  to,  and 
does  not  desire  to  accept  the  extra 
quantity.  The  unanticipated  excess  will 
then  be  returned  or  tendered  to  the  con¬ 
tractor  for  disposition  by  the  contractor 
at  his  expense,  including  all  transporta¬ 
tion  and  handling  charges. 

(b)  Underruns.  Instances  might  oc¬ 
cur  where  the  Air  Force  will  be  called 
upon  to  accept:  Underruns  in  excess  of 
the  Variation  in  Quantity  clause,  and 
underruns  whereby  no  variation  clause 
is  set  forth  in  the  contract.  In  such 
cases,  the  contracting  officer  administer¬ 
ing  the  contract  will  submit  the  facts  to 
the  cognizant  buyer  who  will  advise  the 
contracting  officer  administering  the 
contract  of  the  decision  and  action  to 
be  taken.  Contract  requirements  cannot 
be  changed  by  unilateral  action  except 
as  specifically  provided  for  in  the  con¬ 
tract.  Until  the  contract  requirements 
are  amended  to  delete  the  quantities 
constituting  the  so-called  underrun  or 
until  the  right  of  the  contractor  to  de¬ 
liver  has  been  terminated  by  statute  or 
under  the  default  or  some  other  provision 
of  the  contract,  insofar  as  such  quanti¬ 
ties  are  concerned  the  obligation  of  the 
contractor  to  deliver  and  the  Air  Force 
to  accept  the  quantities  called  for  by  the 
contract  is  not  changed. 

1 1053.407  Execution  of  contracts;  re¬ 
tirements. 

§  1503.407-1  Citation  of  funds  charge¬ 
able.  A  citation  of  the  funds  chargeable 
will  be  made  on  all  contracts. 

5 1053.407- 2  Citation  of  finance  of- 
K  ker.  A  citation  of  the  finance  officer 

designated  to  make  payment  will  be 
>nade  on  all  contracts. 

1 1053.407— 3  Contracting  officer’s 
signature.  The  contracting  officer  will 
sign  on  behalf  of  the  United  States  in 
the  space  provided  for  his  signature, 
and  his  official  title  will  be  added. 

§  1053.407-4  Contracts  with  individ¬ 
uals.  A  contract  with  an  individual  will 
te  signed  by  the  individual  in  his  own 

name. 


§  1053.407-5  Contracts  with  an  indi¬ 
vidual  trading  as  a  firm.  Such  a  contract 
will  be  signed  by  the  individual  in  ques¬ 
tion.  The  following  example  shows  the 
form  that  such  an  execution  ordinarily 
will  take : 

John  Doe  Company,  -  , 
By  . ; 

John  Doe  (Owner) , 

Contractor. 


§  1053.407-6  Contracts  with  partner¬ 
ships.  (a)  The  contract  may  be  signed 
in  the  name  of  the  partnership  by  one  or 
more  of  the  partners.  Each  partner  who 
signs  will  sign  as  one  of  the  firm. 

(b)  A  contract  with  a  partnership  do¬ 
ing  business  through  a  local  representa¬ 
tive  or  agent  may  be  executed  in  the 
name  of  the  firm  by  such  local  repre¬ 
sentative  or  agent. 

(c)  If  the  contract  is  executed  in  the 
manner  specified  in  paragraph  (b)  of 
this  section,  there  will  be  filed  with  the 
contract  a  properly  certified  copy  of  the 
power  of  attorney  or  other  writing  show¬ 
ing  the  authority  of  the  representative  or 
agent  executing  the  contract.  - 

§  1053.407-7  Contracts  with  corpora¬ 
tions.  (a)  A  contract  with  a  corporation 
will  have  the  name  of  the  corporation 
written  in  the  blank  space  provided 
therefor  at  the  end  of  the  contract  form, 
followed  by  the  word  “by,”  after  which 
the  officer  or  person  who  has  been  au¬ 
thorized  to  contract  on  behalf  of  the 
corporation  will  sign  his  name,  with  the 
designation  of  his  official  capacity. 

(b)  If  the  contract  form  being  used 
contains  a  blank  certificate  as  to  the  au¬ 
thority  of  the  individual  who  executed 
the  contract  on  behalf  of  the  contractor, 
the  completion  of  this  certificate  will  be 
obtained,  except  as  provided  in  para¬ 
graphs  (c)  and  (d)  of  this  section.  The 
contracting  officer  will  in  all  cases  en¬ 
deavor  to  satisfy  himself  that  the  signer 
has  authority  to  bind  the  corporation. 

(c)  If  the  execution  of  the  certificate 
mentioned  in  paragraph  (b)  of  this  sec¬ 
tion  is  impracticable,  and  if  the  contract¬ 
ing  officer  is  able  truthfully  to  do  so,  he 
may  affix  and  sign  the  following  state¬ 
ment  on  the  contract: 

I  hereby  certify  that  to  the  best  of  my 
knowledge  and  belief,  based  upon  observation 

and  inquiry,  _ _ (Name), 

who  signed  this  contract  for _ 

(Contractor)  had  authority  to  execute  the 
same  and  is  the  individual  who  signs  similar 
contracts  on  behalf  of  this  corporation  with 
the  public  generally. 


( Contracting  Officer ) 

(d)  In  lieu  of  complying  with  para¬ 
graph  (b)  or  (c)  of  this  section,  the  con¬ 
tracting  officer  may  obtain  satisfactory 
evidence  of  the  authority  of  the  signer  to 
bind  the  corporation  and  file  the  evidence 
with  the  contract.  Such  evidence  will 
consist  of  extracts  from  the  records  of 
the  corporation  showing  either: 

(1)  The  election  or  appointment  of  the 
officer  executing  the  contract  on  behalf 
of  the  corporation  and  the  grant  of  au¬ 
thority  to  such  officer  to  execute  the  con¬ 
tract. 

(2)  If  the  contract  is  signed  by  some¬ 
one  other  than  an  officer  of  the  corpora¬ 


tion,  the  grant  of  authority  to  such  per¬ 
son  to  execute  the  contract. 

(e)  If  the  contract  form  being  used 
does  not  contain  a  certificate,  no  certifi¬ 
cate  need  be'  executed,  nor  will  the  evi¬ 
dence  specified  in  paragraph  (d)  of  this 
section  be  required.  This  will  not  relieve 
the  contracting  officer  from  assuring 
himself  that  the  person  signing  has  au¬ 
thority  to  bind  the  corporation  and, 
when  necessary,  establish  the  basis  for 
his  action  if  a  question  arises  involving 
such  authority. 

§  1053.407-8  Contracts  with  joint  ven¬ 
turers.  Contracts  are  sometimes  entered 
into  with  joint  venturers,  consisting  of  a 
corporation  and  a  partnership,  or  a 
partnership  and  an  individual,  etc.  In 
such  cases  the  contract  will  be  signed  by 
each  participant  in  the  joint  venture. 
When  a  corporation  is  participating^  a 
certificate  should  be  obtained  from  the 
custodian  of  the  records  stating  that  the 
corporation  is  authorized  to  participate 
in  the  joint  venture. 

§  1053.407-9  Certification  on  food  con¬ 
tracts.  Contracts  for  foods  of  animal 
origin  that  are  entered  into  direct  with 
processing  establishments  for  dairy  prod¬ 
ucts,  meats,  etc.,  will  contain  the  follow¬ 
ing  certificates,  unless  such  establish¬ 
ment  has  been  approved  as  a  source  of 
supply. 

Certification  on  Food  Contracts 

I  certify  that  the  contractor’s  establish¬ 
ment  supplying  the  items  being  procured  by 
this  contract  has  been  inspected  and  found 
to  be  an  approved  source  of  supply;  that  I 
have  reviewed  the  analysis  of  samples  of  all 
supplies  the  contractor  proposes  to  furnish 
under  this  contract  and  find  them  in  accord¬ 
ance  with  the  specifications  attached  hereto 
or  referenced  herein. 


Title:  Surgeon 

I  certify  that  I  have  inspected  and  investi¬ 
gated  the  contractor’s  establishment,  facili¬ 
ties,  business  reputation  and  other  qualifica¬ 
tions  and  consider  him  to  be  properly  quali¬ 
fied,  and  his  facilities  adequate  to  carry  out 
this  contract  to  a  satisfactory  conclusion; 
that  the  surgeon  has  certified  that  the  con¬ 
tractor’s  establishment  has  been  Inspected 
and  found  to  be  an  approved  source  of  supply 
for  the  items  being  procured  by  this  contract. 


Title :  Contracting  Officer 

SUBPART  G — CONTRACTOR  ACKNOWLEDGMENT 
■  OF  RECEIPT  OF  CONTRACTUAL  DOCUMENTS 

§  1053.702  Policy.  All  written  notices 
of  award,  fully  executed  and  binding 
contracts,  modifications,  administrative 
notices,  exhibits,  or  other  contractual 
documents  forwarded  to  AF  contrac¬ 
tors  will  be  forwarded  by  certified  mail, 
return  receipt  requested,  or  will  be  ac¬ 
companied  by  AFPI  Form  29,  “Contrac¬ 
tual  Document  Transmittal — Receipt 
Card,”  as  appropriate.  This  procedure 
will  establish  a  specific  date  for  the  de¬ 
livery  of  supplies  or  services. 

SUBPART  K— USE  OF  NEW  CONTRACTS  FOR 
FOLLOW-ON  PROCUREMENTS 

§  1053.1102  General.  When  procur¬ 
ing  additional  or  similar  items  to  those 
already  on  contract,  it  has  been  the  prac¬ 
tice  to  use  supplemental  agreements  to 
the  existing  contract.  This  is  econom¬ 
ical  when  funds  of  the  same  fiscal  year 
v  are  being  used.  However,  the  practice 
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of  adding  funds  of  a  later  fiscal  year  to 
a  contract  presents  problems  of  ac¬ 
counting  since  it  is  impossible  to  close 
out  the  previous  year’s  account  as  long 
as  the  contract  itself  is  aotive. 

§  1053.1103  Policy .  All  follow-on  pro¬ 
curements  (adding  additional  articles  in 
the  prosecution  of  subsequent  fiscal  year 
programs)  will  be  accomplished  on  a 
separate  and  distinct  contractual  in¬ 
strument  as  opposed  to  a  supplement 
to  an  existing  contraot. 

§  1053.1104  Exceptions.  Exceptions 
to  this  policy  are  as  follows: 

(a)  Contractual  ooverage  for  prepro¬ 
duction  expenses,  such  as  engineering 
changes,  facility  expansion,  and  tools  re¬ 
lating  to  initial  release  of  production 
quantities.  \ 

(b)  Follow-on  procurements  for  pilot¬ 
less  aircraft  when  requirement  is  re¬ 
leased  on  a  partial  basis,  such  as  pur¬ 
chase  of  materials,  fabrication  of 
materials,  and  assembly. 

(c)  Supplemental  agreements  for  ad¬ 

ditional  quantities  within  the  same  fiscal 
year.  _ _  \ 

(d)  CPFF  contracts:  In  CPFF  con¬ 
tracts  for  research  and  development,  ex¬ 
ception  is  permissible  only  when  the 
period  of  performance  is  not  in  excess 
of  3  years  from  the  date  of  the  initial 
contract. 

(e)  Open  and  call  contracts,  t 

(f)  Research  and  development  con¬ 
tracts  where  the  period  of  performance 
will  not  exceed  3  years  from  the  date  of 
the  initial  contract. 

(g)  Instances  where  the  Government 
exercises  its  rights  under  the  option 
clause  of  a  contract. 

SUBPART  If— BILLS  OF  MATERIALS 

5  1053.1202  Definitions—  (a)  “ Bill  of 
Materials.”  A  Bill  of  Material^ s  a  list¬ 
ing  of  the  materials  and  parts  required 
to  produce  a  given  product,  assembly, 
subassembly,  or  part.  There  are  four 
standard  Bills  of  Materials  approved  by 
the  Department  of  Defense: 

(1)  A  Detail  Bill  of  Materials,  which 
lists  all  materials  required  for  each  indi¬ 
vidual  part  of  the  end  item  actually 
fabricated  by  the  prime  contractor  or  his 
subcontractors.  Name  of  material,  form, 
size,  and  description,  specification  and 
quantity  of  each  material  are  furnished 
(separate  listings  being  made  for  ma¬ 
terials  for  each  part).  Lead  time  is 
given  unless  excluded  by  the  procuring 
agency.  A  listing  of  all  subcontracted, 
purchased,  and  Government-furnished 
parts  is  provided  on  DD  Form  347.  The 
procuring  agency  may  specify  that  cer¬ 
tain  standard  parts  or  minor  subassem¬ 
blies  need  not  be  listed. 

(2)  A  Modified  Bill  of  Materials, 
which  lists  all  materials  required  for  each 
significant  part  and  for  consolidations  of 
insignificant  parts  of  an  end  item  actu¬ 
ally  fabricated  by  the  prime  contractor 
or  his  subcontractors.  It  provides: 
name  of  part  or  consolidations,  mate¬ 
rials,  form,  size,  description,  specifica¬ 
tion,  lead  time,  quantities,  and  a  listing 
of  significant  subcontracted,  purchased, 
and  Government-furnished  parts. 

(3)  An  Expanded  Summary  Bill  of 
Materials,  which  lists  the  total  quantities 
of  each  material  required  for  parts 


actually  fabricated  by  the  prime  contrac¬ 
tor  or  his  subcontractors.  In  addition, 
this  Bill  may  list  all  the  purchased,  sub¬ 
contracted,  or  Government-furnished 
parts.  Name  of  material,  form,  size,  and 
description,  quantity,  specification,  and 
lead  time  for  each  material  are  furnished 
but  will  not  be  broken  down  by  parts. 
When  deemed  necessary  by  the  procur¬ 
ing  agency,  materials  for  parts  may  be 
reported  individually. 

(4)  An  Abbreviated  Summary  Bill  of 
Materials,  which  summarizes  the  total 
gross  quantities  of  each  material  (exclu¬ 
sive  of  purchased  parts)  required  for 
fabrication  by  the  prime  contractor  and 
his  subcontractors.  Only  name,  form, 
lead  time,  and  quantity  of  material  are 
normally  required.  Other  materials  data 
are  given  only  if  specifically  requested  by 
the  procuring  agency.  The  procuring 
agency  may  specify  the  materials  to  be 
reported  or  may  limit  reporting  to  con¬ 
trolled  materials  only.  Materials  are 
not  broken  down  by  parts,  and  a  parts 
listing  is  not  provided. 

(b)  “ Lead  time.”  Lead  time  is  the 
elapsed  time  in  months  from  the  re¬ 
quired  date  of  shipment  of  the  material 
from  the  supplier  to  the  date  of  comple¬ 
tion  (not  delivery)  of  the  production 
item.  An  “average  material  lead  time” 
or  “in  process  time”  is  called  for  unless 
more  complete  information  is  needed,  in 
which  case  the  individual  material  lead 
time  may  be  specified.  With  respect  to 
subcontracted  or  purchased  pai;ts  and 
Government-furnished  property,  lead 
time  is  the  elapsed  time  from  the  re¬ 
quired  date  of  shipment  of  the  listed  part 
from  supplier  to  the  date  of  completion 
of  the  procurement  item. 

§  1053.1203  Policy,  (a)  A  Bill  of  Ma¬ 
terials,  with  respect  to  all  or  part  of  the 
supplies  to  be  furnished  pursuant  to  a 
contract,  will  be  required  only  if  Hq 
AMC,  determines  that  such  Bill  of  Ma¬ 
terials  is  necessary  to  develop  materials 
or  components  requirements  for  produc¬ 
tion  and  maintenance  programs  or  to  de¬ 
velop: 

(1)  Industrial  materials  data  for  de¬ 
termining  the  raw  and  semifabricated 
materials  required  to  support  the  indus¬ 
trial  materials  demands  of  the  aircraft 
and  allied  industries  in  producing  cur¬ 
rent  or  mobilization  aircraft  programs. 
These  determinations  are  used  as  a  basis 
for  allocating  “military  set-aside”  of  ma¬ 
terials  to  assure  availability  of 'these  ma¬ 
terials  to  support  production  of  military 
items. 

(2)  A  guide  for  screening  and  evaluat¬ 
ing  allocations  requests  and  justifying 
materials  allocations  to  contractors. 

(3)  Industry  and  company  productive 
patterns  for  determining  the  production 
feasibility  of  specific  production  pro¬ 
grams. 

(4)  Specific  materials  and  component 
requirements  reports  to  be  used  as  a 
basis  for  expanding  industrial  capacity 
on  an  industry  or  individual  company 
basis,  establishing  second  production 
sources,  industrial  planning,  and  mo¬ 
bilization  studies. 

(5)  Criteria  to  be  used  as  a  basis  for 
recommending  to  other  Government 
agencies  the  necessity  for  stockpiling  cer¬ 
tain  critical  materials,  or  as  a  basis  for 


materials  conservation  actions,  with  k 
view  to  assuring  materials  availability  in 
periods  of  emergency. 

(b)  A  Detail  Bill  of  Materials  will  not 
be  purchased  unless  its  procurement  can 
be  justified  for  uses  other  than  material 
requirements  computations.  For  ^ 
other  than  materials  estimating,  Detail 
Bills  may  be  purchased  if  an  item  is  in 
production,  or  if  not  in  production,  if 
made  to  military  specifications. 

(c)  An  Expanded  Summary  or  an  Ab¬ 
breviated  Summary  Bill  of  Materials  may 
be  purchased  for  items  in  production,  or 
for  mobilization  planning  purposes  for 
any  items  not  in  production  that  are 
made  to  military  specification,  or  for  “B- 
products  for  which  it  is  anticipated  that 
the  procuring  agency  will  allot  material* 
during  mobilization. 

(d)  The  type  of  Bill  of  Materials  pro¬ 
cured  will  depend  upon  the  use  for  which 
the  Bill  is  intended.  The  most  simplified 
type  of  Bill  of  Materials  will  be  procured 
in  all  instances  unless,  in  the  opinion  of 
Hq  AMC,  a  more  detailed  type  of  Bill  of 
Materials  is  required.  The  amount  of 
detailed  information  required  in  a  Bill  of 
Materials  procured  solely  for  material* 
or  components  estimating  purposes  will 
be  limited,  where  feasible,  to  significant 
elements  of  the  end  item. 

(e)  In  connection  with  Government- 
purchased  Bills  of  Materials,  prime  con¬ 
tractors  should  limit  their  request  for 
data  from  their  subcontractors  to  the 
detail  specified  in  the  procurement  order. 
This  limitation  is  not  intended  to  affect 
the  normal  flow  of  information  between 
prime  contractors  and  subcontractors. ' 

(f)  Materials  necessary  to  fabricate 
“B”  products  are  not  to  be  included  in  a 
Bill  of  Materials  for  an  “A”  product,  even 
though  a  Bill  of  Materials  may  call  for  a 
listing  of  parts.  Bills  of  Materials  for 
“B”  products  will  be  purchased  only  from 
the  manufacturers  of  those  “B”  product*, 
and  will  exclude  materials  data  on  part* 
purchased  by  the  manufacturer.  Ma¬ 
terials  data  on  purchased  parts  are  to  be 
procured  only  from  the  manufacturer  of 
such  parts. 

(g)  A  Bill  of  Materials  procured  in 
conjunction  with  a  procurement  contract 
is  chargeable  to  the  contract  and  may  be 
included  in  the  price  of  the  procurement 
item.  A  Bill  procured  solely  for  mobiliza¬ 
tion  planning  needs  is  chargeable  to  in¬ 
dustrial  mobilization  planning  funds.  A 
Bill  required  for  an  item  in  production 
may  be  furnished  by  the  contractor,  at 
his  option,  at  no  extra  cost,  but  the 
amount  of  detail  requested  of  him  is  not 
to  exceed  that  needed  by  him  for  his  own 
operation. 

SUBPART  O — PRIOR  GOVERNMENT  OWNERSHIP 
OF  ITEMS  BEING  PROCURED 

§  1053.1502  General.  It  is  desirable 
for  the  contracting  officer  to  know 
whether  materials,  components,  or  end 
products  offered  for  sale  to  the  Govern¬ 
ment  have  been  previously  Government- 
owned  or  have  been  acquired  by  the 
bidder  or  by  intermediate  purchasers  at 
sales  of  Government  surplus  property 

§  1053.1502-1  Procurement  by  fornA 
advertising.  When  a  contracting  officer 
has  reason  to  believe  that  a  particular 
item  being  considered  for  procurement 
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.  Keefi  formerly  owned  by  the  Govern¬ 
ment  (retained  by  a  contractor  pursuant 
t  the  terms  of  settlement  of  a  terminated 
^  tract  or  acquired  through  sale  of  Gov¬ 
ernment  surplus  property) ,  the  contract- 
ineofficer  will  insert  the  following  state¬ 
ment  in  the  invitation  for  bid: 


in  the  event  that  the  end  products  or 
nmoonent  parts  thereof  to  he  furnished 
Vnder  this  bid  have  been  previously  Govern- 
ent-owned,  have  been  retained  on  contract 
{Lniiiation  inventory  or  have  been  acquired 
the  bidder  at  any  sale  of  Government  sur¬ 
plus  property,  such  fact  will  be  stated  by  the 
offering  bidder.  In  addition,  if  any  value 
has  been  added  to  such  property  by  modifl- 
oition  overhaul  or  improvement  buch  fact 
be  stated  by  the  offering  bidder. 


§  1053.1502-2  Procurement  by  nego¬ 
tiation.  (a)  When  a  procurement  is  to 
be  placed  by  negotiation  and  the  con¬ 
tracting  officer  has  reason  to  believe  that 
end  items  or  components  thereof,  which 
were  previously  owned  by  the  Govern¬ 
ment,  are  or  may  be  incorporated  in  the 
end  product  for  which  procurement  is 
being  made,  the  contracting  officer  will 
obtain  the  bidders’  certification  of  the 
following  statement: 


In  the  event  that  the  contractor  has  in¬ 
formation  or  knowledge  that  any  material 
or  components  of  the  end  product  to  be 
supplied  under  this  procurement  consist  of 
former  Government-owned  property  retained 
by  the  bidder  on  contract  termination,  or 
acquired  by  bidder  at  any  sale  of  Govern¬ 
ment  surplus  property,  or  that  the  end  prod¬ 
uct  itself  consists  of  such  formerly  Govern¬ 
ment-owned  surplus  property,  a  statement 
of  all  known  facts  of  such  sale  or  retention 
(including  selling  cost)  of  items  offered  in 
this  procurement  will  be  made  by  the  con¬ 
tractor.  -  l 


(b)  Where  the  contractor  makes 
known  he  will  use  materials  or  compo¬ 
nents  that  were  previously  Government- 
owned  or  acquired  at  sales  of  Govern¬ 
ment  surplus  property,  the  contracting 
officers  will  give  particular  attention  to 
the  proposed  contractor’s  method  of 
costing  such  inventory.  For  this  pur¬ 
pose,  the  contracting  officer  should  de¬ 
termine  the  method  used  by  the  con¬ 
tractor  and  where  the  proposed  method 
of  costing  the  inventory  is  inadequate 
(inequitable  and  not  susceptible  to  veri¬ 
fication),  an  agreed  upon  practicable 
method  will  be  substituted.  If  any  un¬ 
certainty  exists  as  to  whether  the  pro¬ 
posed  inventory  costing  method  is 
equitable  to  the  Government  and  prac¬ 
ticable  in  the  light  of  the  contractor’s 
established  accounting  procedures,  the 
contracting  officer  may  seek  advice 
through  the  cognizant  representative  of 
die  Auditor  General,  USAF, 

SUBPART  P— CONTRACTS  BETWEEN  THE  GOV¬ 
ERNMENT  AND  ITS  EMElOYEES,  PROPOSED 
SUBCONTRACTS  BETWEEN  PRIME  CONTRAC¬ 
TORS  AND  GOVERNMENT  EMPLOYEES 

§1053.1602  Policy — (a)  Procurement 
contracts.  Procurement  contracts  be¬ 
tween  the  Government  and  its  employees 
or  business  organizations  substantially 
owned  or  controlled  by  Government  em¬ 
ployees  will  not  be  entered  into  except 
for  the  most  cogent  reasons  because  such 
contracts  are  open  to  criticism  on  the 
Wounds  of  favoritism  or  preferential 
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treatment.  Similarly,  proposed  subcon¬ 
tracts  or  purchase  orders  between  prime 
contractors  and  Government  employees 
will  not  be  approved  except  for  the  most 
cogent  reasons  inasmuch  as  they  are 
open  to  the  same  criticism. 

(b)  Sales  contracts.  Sales  contracts 
will  not  be  approved  for  sale  of  property 
to  persons  known  to  be  officers  or  en¬ 
listed  personnel  of  the  Armed  Forces  on 
active  duty,  civilian  employees  of  the 
Federal  Government  (to  include  the  De¬ 
partment  of  Defense) ,  and  the  immedi¬ 
ate  families,  dependents,  and  agents  of 
such  military  and  civilian  personnel  ex¬ 
cept  as  may  be  provided  for  in  AF  regu¬ 
lations  and  directives. 

§  1053.1603  Administrative  approval 
of  AF  contracts:  When  a  contracting 
officer  has  reason  to  believe  that  the 
award  of  a  contract  would  violate  the 
policy  expressed  in  §  1053.1602  (a),  an 
administrative  approval  of  such  contract 
will  be  obtained  prior  to  award. 

§  1053.1604  Administrative  approval 
of  subcontracts.  When  an  administra¬ 
tive  contracting  officer  of  an  AMA  has 
reason  to  believe  that  the  approval  of  a 
proposed  subcontract  or  purchase  order 
would  violate  the  policy  expressed  in 
§  1053.1602,  an  administrative  approval 
of  such  proposed  subcontract  or  purchase 
order  will  be  obtained  as  required  by  the 
commander  of  the  appropriate  air  ma¬ 
teriel  area  prior  to  any  other  required 
approval  of  such  subcontract  or  purchase 
order. 

§  1053.1605  Attempted  circumvention. 
No  comprehensive  definition  of  a  Gov¬ 
ernment  employee  within  the  meaning  of 
this  subpart  is  attempted ;  however,  con¬ 
tracting  officers  will  remain  alert  to  de¬ 
tect  attempts  to  circumvent  the  provi¬ 
sions  of  this  subpart  by  artifice  and 
subterfuge. 

SUBPART  Q— AIR  FORCE  POLICY;  FUR 
PROCUREMENT 

§  1053.1703  Policy.  The  following 
policy  is  hereby  established  with  respect 
to  AF  procurement  of  natural  and  syn¬ 
thetic  fur  for  use  in  connection  with  cold 
weather  operational  protective  clothing: 

(a)  Except  where  required  by  applica¬ 
ble  specifications,  it  is  AF  policy  that 
neither  synthetic  nor  natural  fur  will  be 
procured  to  the  exclusion  of  the  other. 

(b)  Where  specifications  permit  the 
use  of  either  natural  or  synthetic  fur, 
the  Air  Force  will  continue  to  procure 
appropriate  quantities  of  natural  fur  to 
the  extent  it  is  competitive  with  syn¬ 
thetic  fur  and  otherwise  meets  specifi¬ 
cations. 

(c)  In  cases  where  the  use  of  either 
natural  or  synthetic  fur  is  permitted, 
future  solicitations  will  provide  that  bids 
and  quotations  may  be  submitted  on  both 
types  of  fur.  In  evaluating  bids  or  quo¬ 
tations  from  the  synthetic  and  natural 
fur  industries,  consideration  will  be  given 
to  price,  quality,  and  delivery  factors. 

SUBPART  R — PREPARATION  AND  USE  OF  CER¬ 
TAIN  KINDS  OF  LOCAL  PURCHASE  CONTRACTS 

§  1053.1802  Contracts  for  care  of  re¬ 
mains  of  deceased  Government  person¬ 
nel — (a)  General.  (1)  When  computing 


contractual  requirements  for  care  of  re¬ 
mains,  consideration  will  be  given  to  all 
types  of  emergencies  such  as  multiple 
deaths,  care  of  remains  for  other  services, 
etc.  Other  military  activities  iji  the  area 
should  be  requested  to  use  the  contract 
when  such  services  are  required. 

(2)  Due  to  the  nature  of  the  services, 
the  invitation  for  bids  will  not  be  posted 
in  public  places.  Care  will  be  taken  to 
insure  that  all  potential  bidders  within 
the  area  are  given  an  opportunity  to  bid. 

(3)  When  cremation  is  requested,  cre¬ 
mation  services  will  be  procured  on  an 
individual  basis.  A  suitable  casket 
(cloth-covered  suggested)  and  an  urn 
may  be  provided. 

(4)  In  the  case  of  all  nonviewable  re¬ 
mains,  a  sealer  type  casket  with  an  all- 
metal  innerseal  will  be  called,  for.  When 
death  is  due  to  a  communicable  disease 
and  the  remains  are  viewable,  a  sealer 
type  casket  with  a  viewing  panel  of  glass 
or  acrylic  and  metal  innerseal  will  be 
called  for. 


Part  1054 — Contract  Administration 

Subpart  A— Administration  of  AF  Contracts  by 
Contracting  Officers 

Sec. 

1054.103  Definitions. 

1054.104  •  Matters  of  contract  administration 
to  be  handled  bf  administrative  con¬ 
tracting  officers. 

1054.105  Administrative  duties  reserved  for 
procuring  contracting  officers  of  Hq  AMC, 
•AMC  field  procurement  activities,  or 
ARDC. 

1054.111  Legal  power  of  contracting  officer. 

Subpart  B— Approval  of  Subcontracts 

1054.202  Definition.  %  • 

1054.203  Approvals.  1 

1054.204  Approval  of  contractor’s  purchas¬ 
ing  system. 

1054.205  Approving  subcontracts  under 
cost-reimbursement,  time-and-materials, 
and  labor -hour  prime  contracts. 

1954.206  Approving  subcontracts  under 
fixed-price  prime  contracts. 

1054.207.  Evaluation  of  prices  of  proposed 
subcontracts. 

1054.208  Utilization  of  cost  analyst  pei- 
sonnel. 

1054.209  Utilization  of  audit  personnel. 

1054^210  Maintenance  of  debarred,  ineligi¬ 
ble  and  suspended  contractor’s  list  and 
supplemental  lists. 

1054.211  Cost-plus-a-percentage-  of  -cost-, 
subcontracts. 

1054.212  Employment  agency  or  engineering 
service  subcontracts. 

1054.213  Time-and-material  orders. 

1054.214  Inclusion  of  approval  clauses  in 
cost-reimbursement  subcontracts. 

1054.215  Excessive  subcontracting  under 
CPFF  prime  contracts. 

1054.216  Inclusion  of  statutory  provisions. 

1054.221  Security  requirements  under 
classified  subcontracts. 

1054.222  Affiliations  between  Air  Force  con¬ 
tractors  and  their  subcontractors  or 
suppliers. 

1054.223  Approval  of  interplant  invoices. 

Subpart  C — Contract  Change  Notifications 

1054.302  Definitions. 

1054.303  Method  of  effecting  contract 
changes. 

1054.305  Use  of  CCN’s. 

1054.306  Procedure  for  Issuance  of  CCN. 

1054.310  Quotations. 

1054.311  Supplemental  agreements  with 
respect  to  changes  ordered  by  CCN’s. 
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Subpart  D— — Reimbursement  of  Costs  in  Excess  of 
Estimated  Costs  Incurred  Under  Cost-Reim¬ 
bursement  Type  Prime  Contracts  and  Sub¬ 
contracts 

Sec. 

1054.402  General. 

1054.403  Action  by  the  administrative  con¬ 
tracting  officer  on  contractor’s  request. 

1054.405  Effect  of  change  order  by  which 
additional  funds  are  allotted. 

1054.406  Subcontracts. 

Subpart  E — Decisions  and  Appeals  Under 
Disputes  Clause 

1054.502  Exception. 

1054.503  Decisions. 

1054.503- 1  Preparation. 

1054.503- 2  Legal  advice  by  Staff  Judge  Ad¬ 
vocate,  Hq  AMC. 

1054.503- 3  Transmittal  to  contractor. 

1054.503- 4  Amendment  after  transmittal 
to  contractor. 

1054.504  Appeals. 

1054.504- 2  Contractor’s  compliance  and 
withdrawal  after  appeal  is  filed. 

1054.505  Suggested  format;  decision  in  ac¬ 
cordance  with  disputes  clause. 

1054.506  Alternative  suggested  format:  to 
be  used  when  a  termination  dispute  is 
involved. 

Subpart  F— Authorization  and  Administration 
of  Progress  Payments  Under  Fixed-Price  Con¬ 
tracts. 

1054.602  Definition. 

1054.603  Application.- 

1054.604  Policy  relating  to  authorization  of 
contract  provisions  for  progress  pay¬ 
ments. 

1054.606  Contract  provisions  for  progress 
payments. 

1054.607  Policy  for  administration  of  prog¬ 
ress  payments  under  AP  contracts  by 
administrative  contracting  officers. 

1054.609  Method  of  recoupment  for  liqui¬ 
dation. 

1054.610  Statements  of  costs  in  support  of 
progress  payment  invoices  submitted  by 
the  contractor. 

1054.612  Schedule  supporting  progress  pay¬ 
ment  invoice — total  cost  basis. 

1054.613  Schedule  supporting  progress  pay¬ 
ment  invoice — labor  and  material  basis. 

Subpart  G— Contract  Change  Releases 

1054.702  Definitions. 

1054.703  Use  of  change  releases. 

Subpart  I — Wage  and  Salary  Approval 

1054.900  Scope  of  subpart. 

1054.901  Application. 

1054.902  Definition. 

1054.903  Approving  authority. 

1054.904  Wage  and  salary  rates  requiring 
special  consideration. 

1054.905  Costs  resulting  from  salary  and 
wage  rates  and  adjustments  requiring 
approval. 

1054.906  Establishment  of  rates  for  new 
jobs  or  adjustments  in  rates  for  existing 
Jobs. 

1054.907  Responsibility  of  the  administra¬ 
tive  contracting  officer. 

1054.910  Union  activities  and  labor-man¬ 
agement  disputes. 

1054.911  Policy  regarding  elimination  of  in¬ 
centive  pay  and  excessive  per  diem  for 
work  or  services  at  AP  test  bases. 

Subpart  K— Reimbursement  to  Contractors  for 
Postage  Paid  on  Contracts  Calling  for  Delivery 
at  Point  of  Origin 

1054.1102  General. 

Subpart  L— Registration  Under  Securities  Act  of 
AF  Contractors  Holding  Classified  Contracts 

1054.1202  General. 


Subpart  M  —  Policy  With  Respect  to  Payment  of 
Premium  Compensation  for  Extrahazardous 
Flight  Testing 

1054.1302  Policy. 

Subpart  N— -  Payment  of  Fixed  Fee  Under  CPFF 
Contracts 

1054.1402  General. 

1054.1403  Formulas  for  estimating  percent¬ 
age  of  completion  of  work  and  fixed  fee 
due. 

1054.1404  Optional  formula. 

1054.1405  Contract  formulas. 

1054.1407  Prohibition  against  using  total 
cost  versus  estimated  cost  formula. 

1054.1408  Consistency  in  use  of  formula 
adopted  for  individual  contracts. 

1054.1409  Certificate  of  completion  of  work. 

1054.1410  Submission  of  vouchers  covering 
fixed  fee. 

Subpart  P — Administration  of  Flight  Test  or 
Other  R&D  Programs  at  Test  Facilities 

1054.1603  Definition. 

1054.1604  Responsibilities. 

Subpart  R — Renegotiation  Board  Inquiries 

1054.1803  Procedure. 

1054.1805  Checklists  of  questions. 

Subpart  S — Performance  Data  on  ASPPA 
Contractors 

1054.1902  General. 

1054.1903  Source  and  routing  of  requests. 

1054.1904  Use  of  checklist. 

1054.1905  Source  of  data. 

1054.1911  Performance  checklist. 

Subpart  T — Supervision  of  Factory  Training 
Courses 

1054.2002  General. 

Subpart  U — Plant  Seizure  Program 
1054.2103  General. 

Subpart  W — Scrap  Control 

1054.2303  General. 

1054.2304  Responsibilities. 

Subpart  Y — Losses,  Damages,  or  Destruction  of 
Government  Property  in  Possession  of  Con¬ 
tractors  Under  Military  Suspense  Accounting 

1054.2500  Scope  of  subpart. 

1054.2503  Responsibilities  and  procedures. 

Subpart  Z — Interim  Billing  Prices  and  Refunds 
for  Incentive  and  Price  Redetermination  Con¬ 
tracts 

1054.2600  Scope  of  subpart. 

1054.2602  General.  \ 

1054.2603  Refunds  and  adjustments. 

1054.2604  Contract  administration. 

Authority:  §§  1054.103  to  1054.2604  Issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — ADMINISTRATION  OF  AF  CON¬ 
TRACTS  BY  CONTRACTING  OFFICERS 

§  1054.103  Definitions.  The  follow¬ 
ing  definitions  will  apply  throughout  this 
subpart; 

(a)  “Administrative  contracting  offi¬ 
cer A  contracting  officer  to  whom  is 
assigned  the  responsibility  for  adminis¬ 
tration  of  AP  contracts  or  contracts  of 
other  Government  departments  for 
which  the  Air  Force  has  assumed  ad¬ 
ministrative  cognizance. 

(b)  “Contract.”  See  definition  in 
5  1.201-6  of  this  title. 

§  1054.104  Matters  of  contract  ad¬ 
ministration  to  be  handled  by  Ad¬ 
ministrative  contracting  officers.  As  a 
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representative  of  the  Government  the 
administrative  contracting  officer’  ad 
ministers  any  AF  contract  as  written 
(including  all  amendments).  Some  of 
the  more  important  duties  of  contract  * 
administration  are  to: 

(a)  Review  and  approve  yyage  and 
salary  schedules  within  limitations 
established  by  any  Federal  wage  or  *2* 
stabilization  board  in  connection  with 
cost-reimbursement-type  contracts. 

(b)  Determine  allowability  of  costs 
under  Part  15,  Chapter  I,  of  this  title 

(c)  Approve  contractor’s  invoices' for 
payment,  including  those  for  progress 
payments  where  authorized. 

(d)  Administer  advance  payment 

bank  accounts  when  so  authorized  by  Ho 
AMC.  ,  ^ 

(e)  In  connection  with  provisioning  of 
spare  parts; 

(1)  Review  and  approve  pricing  of 
spare  parts. 

(2)  Negotiate,  prepare,  execute,  and 
issue  supplemental  agreements. 

(3)  Issue  DD  Form  702,  “Order  for 
Purchase  of  Supplies  6r  Services,”  to 
obligate  committed  funds. 

(f )  Approve  insurance  costs  under  ap¬ 
proved  insurance  plan. 

(g)  Approve  subcontracts  and  pur¬ 
chase  orders  to  vendors  according  to  the 
provisions  of  the  contract  being  admin¬ 
istered. 

(h)  Determine  whether  variations  in 
quantities  are  allowable  where  the  con¬ 
tract  includes  a  variation  clause  with  a 
percentage  limitation. 

(i)  Analyze  and  make  recommenda¬ 
tions  on  contractors’  quotations  upon  re¬ 
quest  of  procuring  contracting  officers. 

(j)  When  requested,  participate  in 
price  redeterminations  at  Hq  AMC  or  at 
AMC  field  procurement  activities. 

(1)  When  price  redetermination  is  to 
be  accomplished  by  AMA’s,  review  con¬ 
tractor’s  quotations  and,  to  the  extent 
authorized,  negotiate  the  revision  in 
price  and  accomplish  necessary  contrac¬ 
tual  changes  according  to  the  agree¬ 
ments  reached. 

(2)  Approve  contractor’s  accounting 
system  for  cost-reimbursement  contracts 
and  fixed-price  contracts  having  rede¬ 
termination  clauses  according  to  exist¬ 
ing  directives. 

(k)  Issue  and  approve  issuance  of 
tax-exemption  certificates  when  permis¬ 
sible  under  the  contract  and  where  au¬ 
thorized  by  AMA  commanders. 

(l)  Take  action  to  approve  sale  or  dis¬ 
position  of  Government  property  accord¬ 
ing  to  existing  directives. 

(m)  Relative  to  Government  property: 

(1)  In  cases  of  loss,  destruction,  or 
damage  thereto,  determine  liability  of 
the  contractor,  if  any. 

(2)  In  cases  involving  discrepancies 
incident  to  shipment  to  or  from  the  con¬ 
tractor’s  facility,  determine  the  adjust¬ 
ing  action  required. 

(n)  Report  all  litigation  involving  » 
CPFF  contractor. 

(o)  Determine  that  bailed  property  I* 
used  for  the  purposes  intended. 

(p)  Be  responsible  for  obtaining  ap¬ 
proval  of  all  bailee’s  crews  designated  to 
crew  and  maintain  aircraft. 
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(a)  Prepare  findings  of  fact  and  issue 
decisions  on  nonallowable  items  of  cost 
under  the  Disputes  clause. 

(|^-Be  responsible  for  determining 
whether  the  contractor  has  complied 
with  applicable  labor  clauses,  such  as 
na vis-Bacon  Act,  Walsh-Healey  Public 
contracts  Act,  Convict  Labor,  etc.,  inso¬ 
far  as  the  Air  Force  is  charged  with  such 

responsibility. 

(s)  With  respect  to  facilities  contracts, 
approve  items  for  acquisition  or  perform - 

^(t)  With  respect  to  facilities  contracts, 
authorize  the  use  of  the  facilities  accord¬ 
ing  to  the  terms  of  the  contract  and  col¬ 
lect  rent  when  necessary,  including  the 
negotiation  of  amounts  as  necessary. 

(u)  Establish  and/or  recommend  nego¬ 
tiated  overhead  rates  for  use  in  facilities 
contracts. 

.  (v)  Negotiate  overhead  rates  for  cost- 
reimbursement  type  supply  contracts. 

(w)  Enforce  the  proper  maintenance 
and  protection  of  Government-owned  fa¬ 
cilities  covered  by  facilities  contracts  and 
leases. 

(x)  In  connection  with  open  and  call 
contracts,  subject  to  their  terms,  perform 
the  following: 

(1)  Issue  call  orders  authorized  by  Hq 
AMC  or  the  procuring  office. 

(2)  Negotiate  and  approve  priced  ex¬ 
hibits  covering  calls  against  open  con¬ 
tracts;  however  any  priced  exhibit  ex¬ 
ceeding  $100,000  will  be  subject  to  the  re¬ 
view  and  administrative  approval  prior  to 
distribution. 

(3)  Send  copies  of  approved  exhibits  to 
the  buying  activity. 

M)  Obtain  printing  and  distribution  of 
approved  exhibits  as  required. 

(5)  Negotiate  and  approve  delivery 

schedules. 

(y)  Generally,  make  determinations 
and  give  approvals  which  are  required  by 
the  provisions  of  the  contract  or  subcon¬ 
tract  and  perform  such  other  duties  as 
are  required  by  the  contract  or  by  appli¬ 
cable  directives. 

-  (z)  Notify  the  contractor  and  other  in¬ 
terested  parties  of  the  acceptance  or  re¬ 
jection  of  first  articles  where  the  con¬ 
tract  contains  a  provision  for  first  article 
approval.  When  the  First  Article  Ap¬ 
proval  clause  is  incorporated  in  the  con¬ 
tract,  the  term  “Government”  as  used  in 
subparagraph  (d)  of  the  clause  wherein 
it  is  stated  "*  *  *  the  contractor  will  be 
notified,  in  writing,  by  the  Government 
*  *  *”  will  be  construed  to  mean  “Ad¬ 
ministrative  Contracting  Officer.”  The 
Government  laboratory  or  commercial 
testing  firm  responsible  for  conducting 
the  required  tests  w  ill  notify  the  adminis¬ 
trative  contracting  officer  of  the  accept¬ 
ance  or  rejection  of  the  first  article. 
Upon  receiving  such  information,  the 
administrative  contracting  officer  will 
immediately  notify  the  contractor,  the 
production  specialist,  and  the  procuring 
contracting  officer  or  other  interested 
persons. 

.  (aa)  When  closing  out  cost-reim¬ 
bursement  contracts,  obtain  releases 
horn  contractors  according  to  appro¬ 
priate  contract  clause.  See  §  16.812  of 
this  title  for  release  form. 

1 1054.105  Administrative  duties  re¬ 
tailed  for  procuring  contracting  officers 
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of  Hq  AMC,  AMC  field  procurement  ac¬ 
tivities,  or  ARDC.  Some  of  the  principal 
duties  of  contract  administration  per¬ 
formed  by  procuring  contracting  officers 
are  to: 

(a)  Specify  consignees  and  issue  in¬ 
structions  on  packaging,  marking,  tag¬ 
ging,  labeling,  and  forwarding  of  preser¬ 
vation  and  packaging  lists. 

(b)  Amend  contracts  to  change  the 
price  or  other  terms,  including  changes 
necessary  because  of  price  redetermina¬ 
tion  or  CCN  procedures,  except  for  Form 
FPR-E  price  redetermination. 

(c)  Authorize  the  acceptance  of  mate¬ 
rials  that  deviate  from  specifications  and 
make  determinations  whether  the  Gov¬ 
ernment  will  exercise  its  rights  under  the 
Latent-Defect  clause. 

(d)  Under  the  authority  of  contract 
clauses,  determine  the  facilities  which 
are  to  be  included  initially  or  by  amend¬ 
ment  in  the  schedules  of  facility  con¬ 
tracts. 

(e)  Authorize  the  loan  of  property  to 
AF  contractors  and  approve  such  loans 
under  bailment  agreements. 

(f)  Make  changes  in  contract  provi¬ 
sions  which  cannot  be  done  by  AFPI 
Form  35,  “Contract  Change  Notifica¬ 
tion.” 

(g)  Designate  additional  places  of 
final  inspection  and  acceptance  under 
AF  contracts. 

(h)  Originate  requests  for  CCN’s  and 
amend  the  contract  when  CCN  proce¬ 
dures  have  been  accomplished  by  ad¬ 
ministrative  contracting  officers. 

(i)  Initiate  action  for  contract  termi¬ 
nation  authority. 

(j)  Change  the  place  of  administra¬ 
tion  and  place  of  payment  of  any  AF 
contract  according  to  existing  directives. 

§  1054.111  Legal  power  of  contracting 
officer.  The  division  of  duties  and  au¬ 
thorities  among  contracting  officers  pro¬ 
vided  for  in  this  subpart  is  administra¬ 
tive  only  and  does  not  limit  the  legal 
powers  of  any  contracting  officer  to  act; 
however,  contracting  officers  will  comply 
with  this  subpart. 

SUBPART  B — APPROVAL  OF  SUBCONTRACTS 

§  1054.202  Definition.  As  used  in  this 
subpart,  “subcontract”  means  any  pur¬ 
chase  order  or  other  contractual  instru¬ 
ment  or  commitment  entered  into  by  a 
prime  contractor  or  subcontractor  with 
parties  other  than  the  Government. 

§  1054.203  Approvals.  Provisions  in 
AF  contracts  outline  and  limit  the  extent 
of  approvals  required  for  subcontracts. 

When  general  approval  of  the  subcon¬ 
tract  is  required,  it  includes,  but  is  not 
limited  to,  such  matters  as:  (a)  Source 
approval,  (b)  reasonableness  and  fair¬ 
ness  of  price,  (c)  quantities,  and  (d)  ade¬ 
quacy  of  inclusion  of  statutory  clauses  or 
other  provisions  determined  to  be  neces¬ 
sary.  When  approvals  are  given  by  ad¬ 
ministrative  contracting  officers,  they 
should  be  qualified  or  limited  to  the  ex¬ 
tent  desired  by  the  contracting  officer  so 
that  under  all  circumstances  they  fully 
protect  the  interest  of  the  Government. 
Contingent  approvals  of  this  nature  may 
be  made  by  use  of  the  following  qualify¬ 
ing  clause  when  appropriate  to  limit  the 
approval. 
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This  purchase  order  or  subcontract  is  ap¬ 
proved  under  the  subject  contract,  but  this 
approval  shall  not  relieve  the  prime  contrac¬ 
tor  of  any  obligation  under  the  prime  con¬ 
tract  and  shall  be  without  prejudice  to  any 
right  or  claim  of  the  Government  thereunder, 
and  shall  not  create  any  obligation  of  the 
Government  to  the  vendor  under  this  con¬ 
tract. 

In  any  event,  it  is  important  that  the 
approval  be  carefully  worded  to  portray 
the  exact  extent  of  the  approval  desired 
to  be  given  by  the  administrative  con¬ 
tracting  officer. 

§  1054.204  Approval  of  contractor's 
purchasing  system,  (a)  Reliance  upon 
the  contractor’s  purchasing  system 
where  it  has  been  determined  efficient 
is  preferred  to  checking  and  approving 
individual  subcontracts.  Since  the  man¬ 
ner  in  which  the  approval  of  a  subcon¬ 
tract  is  given  is  the  prerogative  of  the 
Government,  it  will  be  considered  proper 
for  administrative  contracting  officers  to 
substitute  approval  of  the  contractor’s 
purchasing  system  for  individual  ap¬ 
provals,  even  though  the  prime  contract 
does  not  contain  a  contract  clause  spe¬ 
cifically  providing  for  elimination  of  in¬ 
dividual  approval  requirements  based  on 
approval  of  the  contractor’s  purchasing 
system.  The  contracting  officer  may  ap¬ 
prove  all  or  any  part  of  the  contractor’s 
purchasing  system  and  from  time  to  time 
rescind  or  reinstate  such  approval. 
However,  any  approval  granted  should 
exclude  cost-reimbursement,  time-and- 
materials,  and  labor-hour  subcontracts. 
These  types  of  subcontracts  will  be 
approved  individually  according  to 
§§  1054.213  or  1054.214. 

(b)  Approval  of  a  contractor’s  pur¬ 
chasing  system  must  be  based  upon 
knowledge  that  the  operation  measures 
up  to  sound  industrial  procurement 
standards  as  well  as  to  AF  requirements, 
and  upon  reasonable  assurance  that  ef¬ 
ficient  procurements  will  continue  after 
the  subcontract  approval  requirement  is 
eliminated.  Where  justified  by  the 
dollar  amount  and  type  of  contracts  in¬ 
volved,  the  administrative  contracting 
officer  will  make  or  cause  to  have  made 
a  survey  of  the  contractor’s  purchasing 
system  to  serve  as  the  basis  for  approval 
of  the  system.  Any  deficiencies  in  the 
purchasing  system  disclosed  by  the  sur¬ 
vey  will  be  referred  to  the  contractor  for 
correction.  Followup  action  will  be 
taken  to  insure  proper  consideration  of 
the  suggestions  offered.  Until  satisfac¬ 
tory  corrective  action  is  taken  by  the  con¬ 
tractor,  the  administrative  contracting 
officer  will  continue  reviewing  individual 
subcontracts  as  deemed  necessary. 

(c)  The  administrative  contracting 
officer  will  consider  the  reasonableness  of 
costs  resulting  from  unapproved  pur¬ 
chasing  practices  in  price  redetermina¬ 
tion  proceedings  under  fixed-price  con¬ 
tracts  providing  for  the  redetermination 
of  the  price  and  in  the  reimbursement  of 
costs  under  cost-reimbursement  type 
contracts. 

(d)  Where  the  purchasing  system  is 
judged  to  be  sound  and  acceptable  by 
AF  standards,  approval  of  the  purchas¬ 
ing  system  will  be  made  and  the  subcon¬ 
tract  approval  requirement  modified. 
Thereafter,  spot  checking  will  be  con- 
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ducted  to  insure  that  the  efficient  pur¬ 
chasing  operations  as  indicated  by  the 
system  survey  are  being  maintained. 

(e)  If  substantial  personnel  or  proce¬ 
dural  changes  occur  or  a  considerable  pe¬ 
riod  has  elapsed  since  the  previous  sur¬ 
vey,  a  resurvey  will  be  conducted. 
Purchasing  system  approval  and  the  cor¬ 
relative  subcontract  approval  require¬ 
ment  will  be  modified  as  warranted  by 
the  efficiency  of  the  contractor’s  pur¬ 
chasing  operation. 

§  1054.205  Approving  subcontracts  un¬ 
der  cost-reimbursement,  time-and-ma - 
terial,  and  labor-hour  prime  contracts. 
Because  of  different  subcontracting 
clauses  in  these  prime  contracts,  ap¬ 
proval  procedures  vary.  The  contracting 
officer  will  review  each  particular  con¬ 
tract  to  ascertain  all  necessary  approval 
requirements  thereunder.  Various 
changes  have  been  authorized  in  the 
form  of  such  clauses.  Administrative 
contracting  officers  will  accordingly  make 
a  detailed  examination  of  each  particu¬ 
lar  contract  clause  in  connection  with 
which  subcontracting  approvals  are 
given.  Source  approvals  normally  will 
be  limited  to  first-tier  subcontracts.  Ap¬ 
proval  of  subcontracts,  in  the  form  of 
settlement  agreements  compromising 
Government  liabilities  to  third  parties, 
will  be  accomplished  by  the  procedures 
set  forth  in  §  1015.502  (f )  of  this  chapter. 

§  1054.206  Approving  subcontracts  un¬ 
der  fixed-price  prime  contracts.  Gen¬ 
erally  all  AF  fixed-price  contracts  over 
$5,000,  except  personal  service  contracts, 
include  a  clause  providing  for  subcon¬ 
tract  approval  by  the  contracting  officer. 

(a)  Firm  fixed-price  (FP)  and  fixed- 
price  with  escalation  (FPE)  prime  con¬ 
tracts.  FP  and  FPE  prime  contracts  gen¬ 
erally  provide  for  approval  of  subcon¬ 
tracts  “as  to  source.” 

(b)  Fixed-price  providing  for  redeter¬ 
mination  of  price  (FFR) ,  and  fixed-price 
incentive  (FPI)  prime  contracts.  FPR 
and  FPI  prime  contracts  generally  re¬ 
quire  the  following: 

(1)  Source  approval  by  the  contracting 
officer  of  all  first-tier  subcontracts. 

(2)  Individual  approval  by  the  the  con¬ 
tracting  officer  of  all  cost-reimbursement 
type,  time-and-materials,  and  labor-hour 
subcontracts. 

(3)  Approval  of  any  fixed-price  sub¬ 
contract  in  the  amount  of  $25,000  or  5 
percent  of  the  contract  amount  (which¬ 
ever  is  less) . 

(4)  Approval  of  any  subcontract  pro¬ 
viding  for  the  fabrication,  purchase, 
rental,  installation,  or  other  acquisition, 
of  any  item  of  industrial  facilities,  or  of 
special  tooling  having  a  value  in  excess 
of  $1,000. 

§  1054.207  Evaluation  of  prices  of 
proposed  subcontracts,  (a)  The  basic 
responsibility  for  control  of  prices  of 
subcontracts  rests  with  the  prime  con¬ 
tractor  making  the  subcontract.  Where 
a  prime  contract  requires  the  individual 
approval  of  purchases,  the  administra¬ 
tive  contracting  officer  will  require  a 
showing  by  the  prime  contractor  for  the 
reasonableness  of  subcontract  prices. 
It  will  include  information  for: 

(1)  Degree  of  competition  prevailing. 
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(2)  Appropriate  price  analysis  or 
price  comparison. 

(3)  Possibility  of  pyramiding  of  pro¬ 
fits  through  interdivisional,  intercom¬ 
pany  purchases  or  by  other  methods  of 
purchasing  which  prevent  the  acquisi¬ 
tion  at  the  best  possible  prices.  If 
substantial  contingencies,  lack  of  ex¬ 
perienced  costs,  lack  of  available  or  ef¬ 
fective  competition,  or  other  uncertain¬ 
ties  of  the  price  are  present,  in  the 
showing  for  reasonableness  of  price,  the 
administrative  contracting  officer  will 
seriously  consider  requiring  the  inclusion 
of  some  type  of  price  redetermination  in 
the  subcontract. 

(b)  Where  the  administrative  con¬ 
tracting  officer  believes  that  the  pro¬ 
posed  subcontractor  may  be  furnishing  a 
similar  procurement  to  various  cus¬ 
tomers,  and  in  order  to  protect  the  Gov¬ 
ernment’s  interest,  the  prime  contractor 
should  be  requested  to  require  the  sub¬ 
contractor  to  certify  that  the  prices 
quoted  on  the  Government  proposed 
subcontract  are  no  higher  than  those 
charged  the  other  customers  where 
quantities  are  comparable. 

(c)  When  a  price  redetermination 
clause  is  included  in  the  subcontract,  it 
should  provide  for  redetermination  of 
prices  of  the  subcontract  at  fixed  time 
periods  or  stated  quantities  or  percent¬ 
ages  of  production,  the  time  or  comple¬ 
tion  of  which  should  occur  before  rede¬ 
termination  of  the  prime  contract.  The 
prime  contractor’s  organization  will  be 
used  to  the  maximum  extent  in  effecting 
administration  of  subcontract  repricing 
provisions  if  the  prime  contractor’s  pro¬ 
cedures  and  controls  do  not  vary  sub¬ 
stantially  from  those  prescribed  by  the 
Air  Force  for  the  use  and  administration 
of  price  redetermination  clauses  in  prime 
contracts. 

§  1054.208  Utilization  of  cost  analyst 
personnel.  AF  cost  analysts’  responsi¬ 
bilities  in  connection  with  subcontract¬ 
ing  are  also  important.  Administrative 
contracting  officers  will  make  full  use  of 
cost  analysts  in  reviewing  subcontracts. 
Wherever  necessary,  cost  analysts  ex¬ 
perienced  in  production  costs  and  in  good 
purchasing  practices  will  examine  prime 
contractor’s  purchases  to  ascertain  that 
prices  paid  are  reasonable.  Where  the 
contractor’s  purchasing  system  has 
been  approved,  detailed,  selected  investi¬ 
gation  of  individual  subcontracts  should 
be  made  on  the  basis  specified  by  the 
contracting  officer.  This  review  should 
be  continuous  to  assure  that  there  are 
no  current  deviations  from  contractors’ 
approved  purchasing  systems.  Where 
subcontracts  involve  considerable  sums, 
or  where  the  subcontracts  are  for  items 
for  which  there  is  no  previous  cost  ex¬ 
perience,  they  should  normally  be  in¬ 
cluded  in  the  review. 

§  1054.209  Utilization  of  audit  person¬ 
nel.  (a)  In  particular  situations  as 
exemplified  in  this  section,  it  may  be 
advantageous  to  request  Government 
audit  personnel  to  audit  certain  subcon¬ 
tracts: 

(1)  Where  a  subcontractor  objects  to 
the  audit  of  its  cost  records  by  a  prime 
contractor  for  competitive  reasons. 

(2)  Where  the  Armed  Services  (Audi¬ 
tor  General,  Army  Audit  Agency,  or  Navy 


Cost  Inspection  Service)  has  an  audn 
residency  established  at  the  subcontra 
tor’s  plant.  , 

(3)  Where  the  “subcontractor”  holds 
both  AF  prime  contracts  and  subcon 
tracts  from  other  AF  prime  contractors 
or  contractors  of  other  military  depart 
ments,  and  one  of  the  Armed  Services  ji 
currently  auditing  prime  and/or  subcon 
tracts  at  the  same  plant  or  location 

(4)  Where  the  subcontractor  holds 
subcontracts  from  two  or  more  Armed 
Services  prime  contractors  and  it  would 
be  more  economical  and  in  the  interests 
of  orderly  audit  administration  for  the 
Armed  Services  to  assume  the  audit 
responsibility. 

(5)  Where  the  prime  contractor  has  a 

substantial  or  controlling  financial  in- 
terest  in  the  subcontractor. 

(6)  Where  the  prime  contractor  has 
subcontracted  a  substantial  portion  of 
the  prime  contract  to  one  subcontractor 
or  the  major  portion  of  the  prime  con¬ 
tract  is  subcontracted  to  a  very  limited 
number  of  subcontractors. 

§  1054.210  Maintenance  of  debarred 
ineligible,  and  suspended  contractor’s  list 
and  supplemental  lists.  Commanders  of 
each  field  administration  activity  will 
organize  the  administration  procedures 
of  the  activity  for  giving  approval  “as  to 
source”  so  the  administrative  contract¬ 
ing  officer  will  be  able  to  give  prompt 
and  accurate  consideration  of  every  re¬ 
quest  of  this  nature  by  prime  contractors 
or  subcontractors  at  any  level.  The  cur¬ 
rent  “List  of  Debarred,  Ineligible,  and 
Suspended  Contractors”  and  supple¬ 
mental  lists  and  revisions  thereto  will  be 
made  readily  available  to  all  adminis¬ 
trative  contracting  officers  who  approve 
subcontracts  as  to  source.  Under  no 
circumstances  will  bidders,  contractors, 
or  subcontractors  be  furnished  with  cop¬ 
ies  or  any  portion  of  either  of  these  lists. 
To  expedite  source  approval,  it  is  ipcom- 
mended  that  the  names  appearing  on  the 
list  be  incorporated  in  a  card  index  file, 
maintained  on  a  current  basis  and  ac¬ 
cording  to  established  security  pioce- 
dures. 

§  1054.211  Cost-plus-a-percentage- 
of-c  o  s  t  subcontracts.  Administrative 
contracting  officers  will  not  approve  sub¬ 
contracts  based  upon  the  cost-plua-a- 
percentage-of-cost  system  of  contract¬ 
ing. 

§  1054.212  Employment  agency  or  en¬ 
gineering  service  subcontracts.  Certain 
so-called  engineering  service  companies 
are  in  reality  no  more  than  employment 
agencies  whose  services  may  not  be  rea¬ 
sonable  or  necessary  in  the  performance 
of  AF  contracts.  Subcontracts  of  this 
nature  will  be  carefully  reviewed  prior 
to  approval  by  administrative  contract¬ 
ing  officers. 

§  1054.213  Time-and-material  andla- 
bor-h  our  orders.  Time-and-material 
and  labor-hour  subcontracts  should  be 
used  only  where  such  procurements  sre 
an  accepted  trade  practice  and  it  is  not 
possible  at  the  time  of  placement  to  esti¬ 
mate  accurately  the  amount  or  dura¬ 
tion  of  the  work  or  anticipated  costs. 
The  placement  of  time-and-material  and 
labor-hour  subcontracts  will  be  discour* 
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ffpd  by  the  administrative  contracting 
fficer  and  restricted  to  situations  where 

Practical  alternative  exists.  In  any 
vPnt  time-and-material  and  labor-hour 
* ^contracts  will  not  be  approved  unless 
Se  prime  contractor  provides  adequate 
controls  to  insure  proper  pricing  and  pre- 
Jjnt  wasteful  operations. 

.  1054.214  Inclusion  of  approval 
Causes  in  cost-reimbursement  type  sub¬ 
contracts.  Administrative  contracting 
«ffleers  approving  subcontracts  of  cost- 
retobursement  type  prime  contracts  will 
reauire  the  inclusion  in  all  cost-reim- 
wsement  type  subcontracts  of  clauses 
providing  for  prior  approval  of  subcon¬ 
tracts  thereunder,  without  a  reservation 

to  lower  tier  cost-reimbursement  type 
subcontracts. 

§  1054.215  Excessive  subcontracting 
under  CPFF  prime  contracts.  It  is  rec¬ 
ognized  that  the  buyer  has  the  responsi¬ 
bility  for  negotiating  adjustments  of  fixed 
fee  when  required  by  excessive  subcon¬ 
tracting.  However,  the  administrative 
contracting  officer  will  in  many  instances 
be  the  only  one  to  know  when  subcon¬ 
tracting  exceeds  the  percentages  estab¬ 
lished  at  the  time  of  negotiation  of  the 
fee.  Where  excessive  subcontracting  is 
indicated,  the  matter  will  be  reviewed 
with  the  auditor  or  cost  analyst  and  then 
brought  to  the  attention  of  the  buyer. 

§  1054.216  Inclusion  of  statutory  pro¬ 
visions.  Subcontracts  will  contain  all 
clauses  required  both  by  law  and,  ex¬ 
pressly  or  by  implication,  by  the  terms 
of  the  prime  contract.  In  addition,  the 
administrative  contracting  officer  should 


determination,  or  fixed-price-incentive 
prime  contracts  and  cost-reimbursement 
subcontracts  should  recognize  the  im¬ 
portance  of  knowing,  so  far  as  possible, 
of  any  affiliations  between  such  contrac¬ 
tors  or  subcontractors  and  their  sup¬ 
pliers.  Arm’s-length  bargaining  between 
contractors  or  subcontractors  and  their 
suppliers  provides,  in  itself,  a  measure 
of  protection  to  Government  interests. 
When  the  parties  to  the  bargain  are 
affiliated  or  have  a  common  interest  in 
the  transaction,  arm’s-length  bargaining 
is  impossible  and  more  than  the  usual 
precautions  may  be  necessary  to  protect 
the  Government’s  interest,  even  though 
there  may  be  no  impropriety  in  the  par¬ 
ticular  affiliation  or  community  of  inter¬ 
est  involved. 

(b)  Request  for  information  of  affilia¬ 
tion.  It  is  proper  for  contracting  officers 
to  request  contractors  and  subcontrac¬ 
tors  (who  have  contracts  of  the  type 
mentioned  in  paragraph  (a)  of  this  sec¬ 
tion)  to  furnish  information  as  to  the 
existence  of  such  relationship  between 
them,  their  officers,  and  their  executives 
ha'ving  to  do  with  purchasing,  and  their 
existing  or  proposed  suppliers. 

(c)  Duty  of  contracting  officer  when 
there  is  an  affiliation.  If  the  contracting 
officer  learns  of  the  existence  of  a  rela¬ 
tionship  with  a  supplier  of  the  kind  pre¬ 
cluding  arm’s-length  bargaining,  he  will 
take  special  precautions  to  insure  that 
the  Government’s  interest  is  protected 
before  approving  a  subcontract  or  pur¬ 
chase  order  with  the  supplier  or  an  ad¬ 
justment  in  the  price  thereof. 

§  1054.223  Approval  of  interplant  in - 


agreements  or  change  orders  prior  to  the 
times  any  such  changes  become  effective. 

§  1054.305  Use  of  CCN’s.  (a)  CCN’s 
may  be  issued  to  effect  changes  to  con¬ 
tracts  only  when  the  urgency  of  the  sit¬ 
uation  precludes  negotiating  and  exe¬ 
cuting  an  appropriate  change  order  or 
supplemental  agreement,  and  then  only 
in  instances,  authorized  pursuant  to  the 
Changes  clause  of  the  contract  or  other 
contractual  provision  authorizing  the 
use  of  the  CCN,  where  the  change: 

(1)  Involves  safety  to  life  and/or 
property. 

(2)  Has  been  directed  by  Hq  USAP. 

(3)  Is  of  an  emergency  nature,  essen¬ 
tial  to  proper  operation  or  maintenance, 
or  necessary  to  further  an  experimental 
or  developmental  program. 

(4)  Is  to  authorize  acceptance  of  air¬ 
craft  or  equipment  with  shortages. 

(5)  Involves  no  additional  cost  to  the 
Government  and  does  not  affect  per¬ 
formance  guarantee,  time  of  delivery,  or 
time  of  performance. 

(b)  In  no  event  will  CCN’s  be  issued  to 
effect  changes  in  the  following  instances: 

(1)  Where  the  contract  does  not  con¬ 
tain  a  Changes  clause  or  other  contrac- 
tural  provision  authorizing  the  use  of 
the  CCN. 

(2)  To  effect  any  partial  or  total  ter? 
mination. 

(3)  To  add  or  delete  items  from  spare 
parts  lists. 

(4)  To  effect  special  price  increases 
or  reductions,  either  voluntary  or  result¬ 
ing  from  a  price  redetermination  pro¬ 
vision  of  the  contract. 

(5)  To  add  or  delete  contract  clauses. 


require  the  inclusion  in  subcontracts  of 
any  and  all  provisions  requiring  that  title 
to  tools,  dies,  jigs,  etc.,  and  capital  items 
fully  paid  for  under  the  subcontracts  and 
remaining  in  the  hands  of  subcontractors 
will  pass  to  the  Government  when  the 
prime  contract  contains  a  clause  which 
provides  for  title  of  such  items  to  vest  in 
the  Government. 

{ 1054.221  Security  requirements 
under  classified  subcontracts,  (a)  This 
section  applies  to  the  Directorate  of  Pro¬ 
curement  and  Production,  Hq  AMC,  AMC 
field  procurement  activities,  AMFPA,  and 
AMFEA. 

(b)  No  classified  subcontract  will  be 
approved  under  a  classified  prime  con¬ 
tract  or  subcontract,  nor  classified  infor¬ 
mation  be  released  in  connection  there¬ 
with,  until  the  proposed  subcontractor 
has  been  cleared  to  perform  work  or  serv¬ 
ices  on  classified  contracts. 

(e)  Facility  clearance  will  be  required 
only  when  the  proposed  subcontract  is  for 
a  classified  portion  or  portions  of  a  clas¬ 
sified  prime  contract  or  when  it  is  neces¬ 
sary  to  furnish  information  of  a  classified 
nature  to  the  subcontractor. 

(d)  Requests  for  facility  security 
clearance  of  subcontractors  are  initiated 
by  the  prime  contractor  and  submitted  to 
the  contracting  officer  administering  the 
prime  contract. 

11054.222  Affiliations  between  Air 
Force  contractors  and  their  subcontrac¬ 
tors  or  suppliers — (a)  General.  Con¬ 
tracting  officers  engaged  in  the  admin¬ 
istration  of  cost-reimbursement,  time- 
&Dd-material,  fixed-price-with-price-re- 


voices — (a)  Definitions.  (1)  “Originat¬ 
ing  plant:”  The  plant  or  division  of  a 
contractor  at  which  costs  applicable  to 
a  cost-reinmbursement  or  time-and- 
material  contract  are  incurred  and  billed 
to  another  plant  of  the  contractor^  for 
ultimate  submission  for  reimbursement. 

(2)  “Receiving  plant:”  The  plant  or 
division  of  a  contractor  to  which  costs 
incurred  at  an  originating  plant  of  the 
contractor  are  billed,  and  which  submits 
such  costs  for  reimbursement. 

(3)  “Intermediate  plant:”  A  plant  or 
division  of  the  contractor  to  which  costs 
incurred  at  an  originating  plant  or  other 
intermediate  plant  are  billed  and  which 
in  turn  bills  such  costs  to  another  inter¬ 
mediate  or  receiving  plant  of  the  prime 
contractor. 

SUBPART  C— CONTRACT  CHANGE 
NOTIFICATIONS 

§  1054.302  Definitions.  The  follow¬ 
ing  definitions  apply  throughout  this 
subpart: 

(a)  “Master  serial  number:”  A  num¬ 
ber  assigned  for  keeping  a  record  of 
CCN’s  in  consecutive  order  as  issued. 

(b)  “Master  change  record:”  A  sys¬ 
tem  whereby  the  contractor  assigns  a 
number  and  a  title  for  convenience  in 
identifying  an  engineering  or  design 
change  in  an  aircraft  or  item  of  equip¬ 
ment. 

§  1054.303  Method  of  effecting  con¬ 
tract  changes.  The  method  of  effecting 
changes  to  contracts,  except  as  provided 
in  this  subpart,  will  be  by  amending  the 
contracts  with  appropriate  supplemental 


§  1054.306  Procedure  for  issuance  of 
CCN.  Before  a  CCN  is  issued  as  author¬ 
ized  in  §  1054.305  (a),  a  statement  will 
be  obtained  from  the  contractor  regard¬ 
ing  estimated  change  in  contract  price 
or  estimated  cost  and  the  effect,  such 
change  will  have  on  time  of  perform¬ 
ance  or  delivery  schedule.  If  an  esti¬ 
mate  has  not  been  obtained  from  the 
contractor,  the  buyer  will  make  an  esti¬ 
mate  when  the  urgency  of  the  situation 
requires  such  action. 

§  1054.310  Quotations.  Within  60 
days  after  the  issuance  of  a  CCN,  the 
contractor  will  be  required  to  submit  a 
quotation  covering  the  work  directed  by 
the  CCN.  The  quotation  will  be  sub¬ 
mitted  to  the  administrative  contracting 
officer.  Whenever  a  cost  is  involved  in 
a  CCN,  negotiations  must  commence  as 
soon  as  possible  after  the  issuance  of  the 
CCN  to  supersede  the  CCN  by  a  definitive 
contractual  instrument  in  the  shortest 
possible  time. 

(a)  The  administrative  contracting 

officer  is  responsible  for  follow-up  with 
the  contractor  so  that  quotations  are 
promptly  submitted.  He  is  authorized 
to  approve  extensions  of  time,  but  this 
authority  will  be  exercised  sparingly  and 
only  upon  a  strong  showing  by  the  con¬ 
tractor  that  prompt  submission  of  the 
quotation  is  impossible  or  would  have 
a  demonstrable  adverse  effect  on  pro¬ 
duction.  i 

(b)  Each  Quotation  will  incorporate 
substantiating  cost  data  for  each 
change  for  which  an  adjustment  is  indi¬ 
cated.  Upon  demand  of  the  administra- 
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tive  contracting  officer,  the  contractor 
will  submit  substantiating  cost  data  even 
though  no  adjustment  is  indicated. 

(c)  The  administrative  contracting 
officer  will  analyze  each  quotation  and, 
if  any  of  the  adjustments  proposed  by 
the  contractor  appear  unsatisfactory, 
will  attempt  to  secure  a  satisfactory 
proposal. 

§  1054.311  Supplemental  agreements 
with  respect  to  changes  ordered  by 
CCN’s.  (a)  The  buyer  is  responsible  for 
negotiating  an  agreement  regarding  the 
changes  covered  by  all  CCN’s  issued 
against  any  given  contract.  Any  in¬ 
crease  or  decrease  decided  upon  as  a  re¬ 
sult  of  such  negotiation  will  be  incor¬ 
porated  into  the  contract  by  means  of  a 
supplemental  agreement.  If  it  is  estab¬ 
lished,  either  as  a  result  of  negotiation 
or  by  reason  of  waiver  thereof  by  con¬ 
tractor,  that  no  change  is  required  in 
contract  price,  or  in  the  estimated  cost 
and  fixed  fee,  or  in  the  delivery  schedule, 
or  time  of  performance,  a  supplemental 
agreement  nevertheless  will  be  issued  to 
show  for  record  purposes  that  the 
changes  specified  by  CCN’s  listed  in  the 
supplemental  agreement  necessitate  no 
change  in  contract  price,  or  in  estimated 
cost  and  fixed  fee,  or  in  delivery  sched¬ 
ule,  or  time  of  performance. 

(b)  Within  30  days  after  receipt  of  a 
satisfactory  cost  quotation  or  notifica¬ 
tion  that  no  costs  are  involved,  the  buyer 
will  definitize  all  CCN’s  covered  by  the 
quotation  in  a  contractual  document. 
However,  in  cases  of  cost  quotations  re¬ 
ceived  for  CCN’s  issued  under  contracts 
containing  FPR  C  or  D  clauses  prior  to 
price  redetermination  or  under  incentive 
type  contracts  prior  to  the  establishment 
of  a  firm  target  price,  the  buyer  may 
withhold  these  cost  quotations  but  must 
definitize  them  at  the  time  of  price  re¬ 
determination  or  when  a  firm  target 
price  is  established.  Notwithstanding 
the  foregoing,  quotations  should  not  be 
withheld  if  it  is  apparent  that  the  price 
of  the  end  items  will  be  increased  or  de¬ 
creased  substantially.  When  CCN’s  have 
been  issued  under  a  letter  contract,  the 
buyer,  whenever  possible,  will  formalize 
such  CCN’s  at  the  same  time  the  letter 
contract  is  definitized. 

SUBPART  D — REIMBURSEMENT  OF  COSTS  IN 

EXCESS  OF  ESTIMATED  COSTS  INCURRED 

UNDER  COST-REIMBURSEMENT-TYPE  PRIME 

CONTRACTS  AND  SUBCONTRACTS 

§  1054.402  General.  The  contractor 
will  not  be  reimbursed  under  a  cost-re¬ 
imbursement-type  contract  for  expendi¬ 
tures  incurred  ii*  excess  of  the  estimated 
costs  of  the  work  set  forth  in  the  con¬ 
tract,  until  funds  sufficient  to  cover  such 
additional  expenditures  are  allotted  to 
the  contract.  When  the  administrative 
contracting  officer  is  notified  or  ascer¬ 
tains  independently  from  contractor  that 
the  actual  cost  may  exceed  the  estimated 
costs  of  performing  the  contract,  he  will 
inform  the  contractor,  in  writing,  of  the 
necessity  for  requesting  an  additional  al¬ 
lotment  of  funds  for  the  performance  of 
the  contract. 

§  1054.403  Action  by  the  administra¬ 
tive  contracting  officer  on  contractor’s 
request.  The  contractor’s  request  for  an 


additional  allotment  will  be  made  to  the 
administrative  contracting  officer.  The 
contractor’s  request  will  show  what  ad¬ 
ditional  funds  are  required  and  what 
elements  of  costs,  i.  e.,  labor,  material 
overhead,  etc.,  have  increased  over  the 
original  estimate  of  performing  the  con¬ 
tract  and  will  state  the  reasons  why 
the  estimated  cost  has  been  or  will 
be  exceeded.  This  information  will  be 
sufficiently  detailed  to  permit  the  ap¬ 
propriate  contracting  officer  at  the  pro¬ 
curement  activity  to  determine  what 
additional  funds  are  required,  the  nature 
of  the  additional  cost  estimated  to  be 
incurred,  and,  in  general,  the  factors 
contributing  to  the  increase  in  costs,  such 
as  error  in  original  estimate,  changed 
conditions,  inefficiency,  or  wasteful  ex¬ 
penditures.  The  administrative  con¬ 
tracting  officer  after  examination  of  the 
contractor’s  request  will  forward  it, 
together  with  his  recommendations,  to 
the  contracting  officer  at  the  appropriate 
procurement  activity. 

§  1054.405  Effect  of  change  order  by 
which  additional  funds  are  allotted.  A 
change  order  evidencing  the  allotment  of 
additional  funds  to  a  cost-reimburse¬ 
ment-type  contract  does  not  necessarily 
increase  the  estimated  cost  of  the  con¬ 
tract  or  the  fee  specified  therein. 
Changes  in  estimated  costs  and  fee  will 
only  be  made  to  reflect  changes  in  the 
scope  of  work  under  the  contract  which 
would  justify  an  increase  or  decrease  in 
the  fixed  fee  specified  in  the  contract. 

§  1054.406  Subcontracts.  Cost-reim¬ 
bursement-type  prime  contractors  nor¬ 
mally  are  entitled  to  reimbursement 
from  the  Government  under  the  prime 
contract  for  any  payments  to  subcon¬ 
tractors  for  allowable  costs,  regardless  of 
whether  such  payments  to  subcontrac¬ 
tors  exceed  the  estimated  costs  stated  in 
the  subcontract,  but  not  in  excess  of  the 
aggregate  funds  allotted  to  the  prime 
contract.  When  it  appears  that  the 
actual  cost  incurred  by  a  cost-reimburse¬ 
ment-type  subcontractor  is  going  to  ex¬ 
ceed  the  estimated  cost  stated  in  the 
subcontract,  the  administrative  con¬ 
tracting  officer  will  review  the  subcon¬ 
tract  and  consult  with  the  prime 
contractor  to  arrive  at  an  agreement 
which  will  adequately  protect  the  inter¬ 
ests  of  the  Government.  In  the  event  of 
a  disagreement  between  the  prime  con¬ 
tractor  and  the  administrative  contract¬ 
ing  officer,  the  matter  should  be  referred 
to  the  chief  of  the  contract  division  of 
the  cognizant  air  procurement  district  or 
AF  plant  representative  office. 

SUBPART  E— DECISIONS  AND  APPEALS  UNDER 
DISPUTES  CLAUSE 

§  1054.502  Exception.  When  the  Dis¬ 
putes  clause  in  §  1007.4205-8  of  this 
chapter  is  used,  appeals  are  initially 
heard  by  an  oversea  command  board  of 
contract  appeals. 

§  1054.503  Decisions. 

§  1054.503-1  Decisions  in  accordance 
with  disputes  clause.  Whenever  a  dispute 
arises  during  the  course  of  administra¬ 
tion  or  termination  of  a  contract,  the 
contracting  officer  will  make  every  effort 
to  dispose  of  the  dispute  by  mutual  agree¬ 


ment.  Where  settlement  by  mutual 
agreement  proves  impossible,  and  hv 
reason  of  the  Disputes  clause  of  the  sub 
sisting  contract  the  contracting  officer  is 
required  to  prepare  written  findings  and 
decisions  thereon,  the  findings  and  deci 
sion  so  rendered,  wherever  possible,  win 
be  set  forth  in  a  single  document  as  out 
lined  in  §§  1054.505  or  1054.506. 

§  1054.503-2  Legal  advice  by  Stall 
Judge  Advocate.  Hq  AMC.  Whenever  an 
appeal  is  likely,  all  written  findings  and 
decisions  will,  prior  to  transmittal  to  the 
contractor,  be  referred  for  comment  to 
the  Staff  Judge  Advocate,  Hq  AMC,  to- 
gether  with  pertinent  documents  and 
summaries  of  all  Government  witnesses 

§  1054.503-3  Transmittal  to  contra c. 
tor.  After  the  referral  described  in 
§  1054.503-2  has  been  accomplished,  the 
findings  and  decision  will  be  reexamined 
by  the  contracting  officer  in  the  light  of 
the  advice  and  comments  proffered  by 
the  Staff  Judge  Advocate,  Hq  AMC.  if, 
in  the  judgment  of  the  contracting  oflU 
cer,  reexamination  reveals  the  propriety 
of  modifications  or  additions,  he  will 
make  the  appropriate  changes.  After 
such  reexamination,  and  changes  if  ap¬ 
propriate,  he  will  transmit  the  findings 
and  decision  to  the  contractor  in  person, 
obtaining  a  receipt  therefor,  or  by  regis¬ 
tered  mail,  return  receipt  requested/ 

§  1054.503-4  Amendment  after  frans- 
mittal  to  contractor — (a)  Prior  to  appeal. 
Prior  to  the  taking  of  a  timely  appeal  by 
the  contractor,  or  the  expiration  of  the 
time  during  which  an  appeal  might  be 
taken,  the  contracting  officer  who  has 
rendered  findings  and  a  decision,  or  his 
successor,  may  for  good  cause  correct  or 
amend  such  findings  and  decision.  Good 
cause  for  this  action  would  be  discovery 
of  fraud,  or  the  correction  of  omissions  or 
errors  in  the  original  findings  and  deci¬ 
sion,  or  the  addition  of  newly  discovered 
evidence.  Where  correction  or  amend¬ 
ment  of  findings  and  decision  is  desired, 
the  contracting  officer  will  prepare 
amended  findings  and  decision  and,  prior 
to  transmittal  to  the  contractor,  will  re¬ 
fer  such  findings  and  decision  to  the 
Staff  Judge  Advocate,  Hq  AMC,  as  pro¬ 
vided  in  §  1054.503-2.  After  review  of 
the  amended  findings  and  decision  by  the 
Staff  Judge  Advocate,  the  contracting 
officer  will  process  the  findings  and  deci¬ 
sion  according  to  §  1054.503-3. 

(b)  After  timely  appeal.  After  a  timely 
appeal  has  been  taken  to  the  Armed 
Services  Board  of  Contract  Appeals,  the 
contracting  officer  who  has  rendered 
findings  and  a  decision,  or  his  successor, 
may  for  good  cause  recommend  to  the 
Board  that  the  findings  and  decision  be 
corrected  or  amended. 

§  1054.504  Appeals. 

§  1054.504-2  Contractor’s  compliance 
and  withdrawal  after  appeal  is  filed. 
Whenever  the  contractor,  subsequent  to 
filing  an  appeal  with  the  Armed  Services 
Board  of  Contract  Appeals,  elects  never¬ 
theless  to  accept  fully  the  findings  and 
decision  from  which  appeal  was  taken 
and  gives  written  notification  of  such 
full  acceptance  to  the  contracting  officer 
concerned,  the  contracting  officer  will  bo 
responsible  for  promptly  sending  the 
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contractor’s  notice  of  acceptance  to  the 
Staff  Judge  Advocate,  Hq  AMC.  Upon 
receipt  of  the  notice  the  Staff  Judge  Ad¬ 
vocate  in  collaboration  with  the  con¬ 
tractor  will  prepare  and  submit  a  joint 
motion  of  withdrawal  to  the  Board. 

§  1054.505  Suggested  format;  decision 
in  accordance  with  disputes  clause. 

Date  - - 

(Date  of  findings  and  decision) 
Subject:  Decision  Disallowing  Request  of 

(Name  of  Contractor) 

Under  Contract  No. - -  Dated - - 

To:  (Name  and  Address  of  Contractor) 

1  in  accordance  with  the  provisions  of  the 
above-numbered  contract,  the  undersigned 
contracting  officer  has  duly  considered  your 
request  for  (insert  factual  description  of  the 
request  to  identify  clearly  its  nature  and 
scope) 

2.  The  undersigned  contracting  officer  has 
decided  that  your  request,  as  set  forth  above, 
is  disallowed  (in  whole  or  in  part,  according 
to  the  fact)  for  the  following  reasons:  (Insert 
the  findings  of  fact  upon  which  the  disallow¬ 
ance  is  based) 

3.  The  “Disputes”  clause  of  the  contract 
provides  that  within  30  days  from  the  date 
of  receipt  hereof  the  contractor  may  appeal 
from  this  decision  by  mailing  or  otherwise 
furnishing  to  the  contracting  officer  a  written 
appeal  addressed  to  the  Secretary  of  the  Air 
Force.  Two  copies  should  accompany  the 
original  notice  of  appeal.  The  notice  of  ap¬ 
peal  should  identify  the  contract  (by  num¬ 
ber),  the  decision  from  which  the  appeal  is 
taken  and  be  signed  by  appellant  or  an 
officer  of  appellant  organization  or  by  a  duly 
authorized  representative  or  attorney. 
Within  thirty  days  after  receipt  of  notice  of 
docketing  of  the  appeal  by  the  Board,  the 
appellant  shall  file  with  the  Board  a  com¬ 
plaint  setting  forth  simple,  concise  and  direct 
statements  of  each  claim  showing  entitle¬ 
ment  to  relief. 

§  1054.506  Alternative  suggested  for - 
mat;  to  be  used  when  a  termination  dis¬ 
pute  is  involved. 

Subject:  Findings  Pertaining  to  Termination 

Claim  of _ _ 

(Name  of  Contractor) 

Under  Contract  No. _ _  Dated _ 

To:  (Name  and  Address  of  Contractor)  • 

1.  Your  claim  for  (insert  factual  descrip¬ 
tion  of  the  claim  to  identify  clearly  its  nature 
and  scope)  in  connection  with  the  above- 
cited  contract  has  been  duly  considered  by 
the  undersigned  contracting  officer. 

2.  In  accordance  with  the  provisions  of 

Clause - (insert  the  title  of  the  perti¬ 

nent  termination  clause)  of  the  contract,  the 
undersigned  contracting  officer  finds  as  fol¬ 
lows:  (Insert  all  pertinent  factual  data,  such 
as,  date  of  termination  of  contract,  date  of 
submission  of  settlement  proposal,  items  and 
amounts  allowed  and  disallowed,  together 
with  reasons  therefor.) 

3.  The  “Disputes”  clause  of  the  contract 
provides  that  within  30  days  from  the  date  of 
receipt  hereof  the  contractor  may  appeal 
from  this  decision  by  mailing  or  otherwise 
furnishing  to  the  contracting  officer  a  written 
appeal  addressed  to  the  Secretary  of  the  Air 
Force.  Two  copies  should  accompany  the 
original  notice  of  appeal.  The  notice  of  ap¬ 
peal  should  identify  the  contract  (by  num¬ 
ber),  the  decision  from  which  the  appeal  is 
taken  and  be  signed  by  appellant  or  an  officer 
of  appeallant  organization  or  by  a  duly  au¬ 
thorized  representative  or  attorney.  Within 
thirty  days  after  receipt  of  notice  of  docket- 
tog  of  the  appeal  by  the  Board,  the  appellant 
shall  file  with  the  Board  a  complaint  setting 
forth  simple,  concise  and  direct  statements 
of  each  claim  showing  entitlement  to  relief. 


SUBPART  F— AUTHORIZATION  AND  ADMINIS¬ 
TRATION  OF  PROGRESS  PAYMENTS  UNDER 

FIXED-PRICE  CONTRACTS 

§  1054.602  Definition.  Progress  pay¬ 
ments  are  defined  as  payments  prior  to 
acceptance  on  work  in  progress  for  the 
Government  or  as  otherwise  defined  in 
the  contract.  Progress  payments  do  not 
include  payments  for  partial  deliveries 
accepted  by  the  Government  under  a 
contract,  partial  payments  on  contract 
termination  claims,  or  payments  made  to 
reimburse  prime  contractors  for  deposits 
or  advances  made  to  their  subcontractors 
prior  to  performance.  Such  deposits  or 
advances  can  only  be  recognized  as  ad¬ 
vance  payments  and  must  be  expressly 
provided  for  as  such  in  the  prime 
contract. 

§  1054.603  Application.  This  subpart 
has  equal  application  to  production  con¬ 
tracts  and  to  contracts  for  research  and 
development.  It  applies  to  new  con¬ 
tracts  involving  progress  payments 
based  on  costs,  to  new  supplements  or 
amendments  increasing  quantities  under 
existing  contracts,  and  to  any  amend¬ 
ments  or  supplements  providing  for 
progress  payments  based  on  costs  under 
any  contracts  not  presently  providing  for 
progress  payments.  Section  1054.607 
also  applies  to  existing  contracts  when¬ 
ever  consistent  therewith. 

§  1054.604  Policy  relating  to  authori¬ 
zation  of  contract  provisions  for  progress 
payments.  Policy  set  forth  by  the  De¬ 
partment  of  Defense  Directive  No.  7840.1, 
April  22,  1954,  provides  in  part: 

(a)  It  is  not  and  has  not  been  the  policy 
of  the  Department  of  Defense  that  the  proper 
use  of  progress  payments  should  be  stopped 
or  unreasonably  curtailed.  Progress  pay¬ 
ments  are  sometimes  necessary  and  useful 
to  supplement  the  working  funds  available  to 
defense  contractors  of  all  sizes.  It  should 
seldom  be  necessary  for  progress  payments 
based  on  costs  to  exceed  90  percent  of  direct 
labor  and  material  costs,  or  75  percent  of 
total  costs,  of  the  work  done  under  the  un¬ 
delivered  portion  of  the  contract. 

(b)  Certain  types  of  production  contracts 
involve  a  long  “lead  time”  or  preparatory 
period,  normally  approximating  6  months  or 
more  between  the  beginning  of  work  and  the 
first  delivery,  and  may  require  contractor’s 
predelivery  expenditures  that  will  have  a  ma¬ 
terial  impact  on  the  contractor’s  working 
funds.  Familiar  examples  include,  among 
others,  contracts  for  aircraft,  engines,  com¬ 
plex  items  of  electrical  or  electronics  equip¬ 
ment,  heavy  handling  equipment,  production 
machines  and  equipment. 

(c)  Progress  payments  have  been  tradi¬ 
tional  and  customary  on  this  class  of  con¬ 
tracts,  on  the  basis  of  not  more  than  75  per¬ 
cent  of  total  costs  or  90  percent  of  direct  labor 
and  material  costs,  of  the  work  done  under 
the  undelivered  portion  of  the  contract. 
Higher  percentages  have  been  provided  in 
recent  years.  Such  higher  percentages,  for 
future  procurement,  will  be  regarded  as  un¬ 
usual,  and  not  within  the  category  of  cus¬ 
tomary  progress  payments. 

(d)  When  requested  by  contractors  who 
are  known  ( from  experience  or  adequate 
preaward  investigation)  to  be  reliable,  com¬ 
petent,  and  capable  of  satisfactory  perform¬ 
ance,  to  have  an  adequate  accounting  system 
and  controls  and  to  be  in  satisfactory  finan¬ 
cial  condition,  provision  for  such  customary 
progress  payments  up  to  but  not  exceeding 
the  percentages  and  bases  specified  above,  in 
the  class  of  contracts  described  above,  if 


regarded  as  reasonably  necessary  within  the 
meaning  of  DODD  7800.1,  dated  October  30, 

1953.  In  such  cases  it  is  not  necessary  to 
require  projections  of  cash  receipts  and  ex¬ 
penditures  or  other  demonstration  of  actual 
reasonable  need  for  progress  payments.  To 
this  extent,  for  this  class  of  contracts,  the 
general  preference  for  private  financing,  in¬ 
cluding  guaranteed  loans  does  not  apply. 

(e)  This  directive  is  applicable  to  all  con¬ 
tracts  of  the  class  described  above,  whether 
such  contracts  are  large  or  small,  and  to  all 
contractors  regardless  of  the  size  of  the  con¬ 
tractor.  However,  in  order  to  minimize  ad¬ 
ministrative  effort  and  expense,  progress  pay¬ 
ments  will  be  discouraged  on  relatively  small 
contracts  of  the  stronger  and  larger  con¬ 
tractors,  e.  g.,  contracts  for  less  than 
$1,000,000  unless  the  circumstances  of  a 
group  of  such  contracts,  for  contemporaneous 
performance,  make  such  contracts  the  ap¬ 
proximate  equivalent  of  a  larger  contract  that 
would  have  a  material  impact  on  the  con¬ 
tractor’s  working  funds. 

( f )  Progress  payments  based  on  costs,  other 
than  progress  payments  of  the  class  and 
within  the  limits  set  forth  in  paragraphs  (a) 
and  (b)  of  this  section,  will  be  regarded  as 
unusual,  and  will  require  special  approval. 

This  is  deemed  necessary  for  the  purpose  of 
minimizing  risks,  and  in  order  to  establish 
and  maintain  the  greatest  practicable  uni¬ 
formity  with  regard  to  such  progress  pay¬ 
ments  within  and  among  the  military  de¬ 
partments.  Any  contractor  seeking  provision 
for  progress  payments  that  is  “unusual,” 
within  the  meaning  of  this  directive,  will  be 
required  to  demonstrate  fully  his  actual  need 
therefor,  with  due  regard  to  the  preference 
for  private  financing,  including  guaranteed 
loans.  Requests  for  “unusual”  progress  pay¬ 
ments  shall  be  approved  only  under  excep¬ 
tional  circumstances  and  must  have  the  spe¬ 
cific  approval  of' the  head  of  a  procuring 
activity  or  of  a  general  or  flag  officer  desig¬ 
nated  for  that  purpose. 

(g)  Such  cases  must  involve  a  preparatory 
period  requiring  contractor’s  predelivery  ex¬ 
penditures  that  are  large  in  relation  to  the 
contract  price  and  in  relation  to  the  con¬ 
tractor's  working  capital  and  credit.  Con¬ 
tract  provisions  for  progress  payments  in  this 
category  will  be  only  supplementary  to  pri¬ 
vate  financing,  including  guaranteed  loans,  in 
amounts  necessary  for  contract  performance. 

The  percentage  rates  and  cost  bases  for  prog¬ 
ress  payments  on  new  procurement  in  this 
category  will  be  determined  on  a  minimum 
basis  commensurate  with  the  contractor’s 
production  schedule  requirements  and  min¬ 
imum  inventory  lead  time,  with  due  regard 
to  the  contractor’s  projected  cash  needs,  cash 
resources  and  their  planned  application. 

(h)  For  the  time  being,  all  requests  in¬ 
volving  progress  payments  at  rates  exceeding 
90  percent  of  direct  labor  and  material  costs 
or  exceeding  75  percent  of  total  costs,  if 
regarded  favorably  by  the  head  of  a  pro¬ 
curing  activity  or  by  a  specially  designated 
general  or  flag  officer  within  a  procuring 
activity,  will  be  forwarded,  with  supporting 
information,  for  approval  of  a  designated 
office  or  person  at  departmental  headquarters 
of  the  military  department  directly  con¬ 
cerned.  Such  office  or  person  may  be  the 
contract  financing  office  at  departmental 
headquarters  or  such  person  or  persons,  lo¬ 
cated  at  departmental  headquarters  and  re¬ 
sponsible  to  the  Under  or  Assistant  Secretary 
responsible  for  the  comptroller  function,  as 
may  be  designated  for  this  purpose  by  such 
Under  or  Assistant  Secretary.  Such  requests, 
before  approval,  will  be  coordinated  speedily 
with  representatives  of  the  other  military 
departments  and  of  the  Assistant  Secretary  of 
Defense  (Comptroller).  When  approval  is 
given  by  the  contract  financing  office,  or  • 
other  designated  representative  of  the  Un¬ 
der  or  Assistant  Secretary  above  mentioned, 
such  approval  will  ordinarily  extend  to  fu- 
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ture  contracts  with  the  same  contractor,  so 
that  resubmission  of  future  similar  requests 
for  unusual  progress  payments  to  that  con¬ 
tractor  need  not  be  required  unless  so  indi¬ 
cated  on  the  initial  approval  or  thereafter 
required  by  the  approving  authority  afer 
review  of  the  contractor’s  current  conditions 
and  circumstances. 

(i)  The  standards  set  forth  and  referred 
to  in  this  directive  are  equally  applicable  to 
situations  where  it  is  contemplated  that  con¬ 
tracts  will  provide  for  progress  payments 
based  on  progress  payments  made  by  a  prime 
contractor  to  a  subcontractor.  However, 
when  progress  payments  have  been  made  by 
a  prime  contractor  to  a  subcontractor  pur¬ 
suant  to  the  provisions  of  the  applicable 
prime  contract  and  subcontract,  the  progress 
payment  to  the  prime  contractor  to  reim¬ 
burse  him  for  such  progress  payment  to  the 
subcontractor  may  include  the  full  amount 
of  his  progress  payment  made  to  the  sub¬ 
contractor  when  so  provided  by  the  prime 
contract. 

(J)  Cost  reimbursement  contracts  will  not 
be  used  as  a  means  or  for  the  purpose  of 
avoiding  the  standards  applicable  to  progress 
payments. 

(k)  Progress  payments  measured  by  a  per¬ 
centage  of  physical  completion  will  not  be 
used  as  a  substitute  for  progress  payments 
based  on  costs,  in  situations  where  progress 
payments  are  ordinarily  based  on  costs. 

?  1054.606  Contract  provisions  for 
progress  payments,  (a)  Any  fixed-price 
supply  or  service  contract,  under  which 
it  is  desired  to  make  progress  payments 
in  an  amount  not  to  exceed  75  percent 
of  the  cost  of  the  property,  may  include 
the  f ollowing^ilause : 

-  Progress  Payments 

r~  (a)  Progress  payments,  which  are  hereby 
defined  as  payments  prior  to  acceptance, 
on  work  in  progress  for  the  Government 
under  this  contract,  may  be  made  upon  the 
following  terms  and  conditions. 

(b)  The  Contracting  Officer  may,  from 
time  to  time,  authorize  progress  payments 
to  the  Contractor  upon  property  acquired  or 
produced  and  service  performed  by  it  for  the 
performance  of  this  contract:  Provided,  That 
such  progress  payments  shall  not  exceed  75 
percent  of  the  cost  to  the  Contractor  of  the 
property  and  services  upon  which  payment 
is  made,  which  costs  shall  be  determined 
from  evidence  submitted  by  the  Contractor 
and  which  must  be  such  as  is  satisfactory 
to  the  Contracting  Officer  as  being  repre¬ 
sentative  of  the  value  of  the  work  already 
performed:  Provided  further,  That  in  no 
event  shall  the  total  of  unliquidated  progress 
payments  (see  (e)  below)  and  of  unliqui¬ 
dated  advance  payments,  if  any,  made  under 
this  contract,  exceed  80  percent  of  the  total 
contract  price  of  supplies  or  services  still 
to  be  delivered. 

(c)  Upon  the  making  of  any  progress  pay¬ 
ments  under  this  contract,  title  to  all  parts, 
materials,  inventories,  work  in  process,  and 
nondurable  tools  theretofore  acquired  or 
produced  by  the  Contractor  for  the  perform¬ 
ance  of  this  contract,  and  properly  charge¬ 
able  thereto  under  sound  accounting  prac¬ 
tice,  shall  forthwith  vest  in  the  Government; 
and  title  to  all  like  property  thereafter  ac¬ 
quired  or  produced  by  the  Contractor  for  the 
performance  of  this  contract  and  properly 
chargeable  thereto  as  aforesaid  shall  vest  in 
the  Government  forthwith  upon  said  acquisi¬ 
tion  or  production:  Provided,  That  noth¬ 
ing  herein  shall  deprive  the  Contractor  cf 
any  further  progress  or  final  payments  due 
or  to  become  due  hereunder;  or  relieve  the 
Contractor  or  the  Government  of  any  of 
their  respective  rights  or  obligations  under 
this  contract. 

(d)  The  Contractor  represents  and  war¬ 
rants  that  the  property,  upon  which  any 
progress  payment  is  made  hereunder,  shall 


be  cleared  of  all  liens  and  encumbrances  of 
any  kind  whatsoever  upon  receipt  of  any 
progress  payment. 

(e)  In  making  payment  for  the  supplies 
furnished  hereunder,  there  shall  be  deducted 
from  the  contract  price  therefor  a  propor¬ 
tionate  amount  of  the  progress  payments 
theretofore  made  to  the  Contractor,  under 
the  authority  herein  contained. 

(f)  It  is  recognized  that  property  (includ¬ 
ing,  without  limitation,  completed  supplies, 
spare  parts,  drawings,  information,  partially 
completed  supplies,  work  in  process,  mate¬ 
rials,  fabricated  parts  and  other  things  called 
for  herein)  title  to  which  is  or  may  here¬ 
after  become  vested  in  the  Government  pur¬ 
suant  to  this  clause  will  from  time  to  time 
be  used  by  or  put  in  the  care,  custody  or 
possession  of  the  Contractor  in  connection 
with  the  performance  of  this  contract.  The 
Contractor,  either  before  or  after  receipt  of 
Notice  of  Termination  at  the  option  of  the 
Government,  may  acquire  or  dispose  of  prop¬ 
erty  to  which  title  is  vested  in  the  Govern¬ 
ment  under  this  clause,  upon  terms  ap¬ 
proved  by  the  Contracting  Officer;  Provided, 
That  after  receipt  of  Notice  of  Termination, 
any  such  property  that  is  a  part  of  termi¬ 
nation  inventory  may  be  acquired  or  dis¬ 
posed  of  only  in  accordance  with  the  pro¬ 
visions  of  the  termination  clause  of  this 
contract  and  applicable  laws  and  regula¬ 
tions.  The  agreed  price  (in  case  of  acquisi¬ 
tion  by  the  Contractor)  or  the  proceeds 
received  by  the  Contractor  (in  case  of  any 
other  disposition) ,  shall,  to  the  extent  that 
such  price  and  proceeds  do  not  exceed  the 
unliquidated  balance  of  progress  payments 
hereunder,  be  paid  or  credited  to  the  Gov¬ 
ernment  as  the  Contracting  Officer  shall 
direct;  and  such  unliquidated  balance  shall 
be  reduced  accordingly.  Current  produc¬ 
tion  scrap  may  be  sold  by  the  Contractor 
without  approval  of  the  Contracting  Officer 
but  the  proceeds  will  be  applied  as  pro¬ 
vided  in  this  paragraph  (f),  provided  that 
any  such  scrap  which  is  a  part  of  termina¬ 
tion  inventory  may  be  sold  only  in  accord¬ 
ance  with  the  provisions  of  the  termination 
clause  of  this  contract  and  applicable  laws 
and  regulations.  Upon  liquidation  of  all 
progress  payments  hereunder  or  upon  com¬ 
pletion  of  deliveries  called  for  by  this  con¬ 
tract,  title  to  all  property  (or  the  proceeds 
thereof)  which  had  not  been  delivered  to 
and  accepted  by  the  Government  under  this 
contract  or  which  has  not  been  incorporated 
in  supplies  delivered  to  and  accepted  by  the 
Government  under  this  contract  and  to 
which  title  has  vested  in  the  Government 
under  this  clause  shall  vest  in  the  Con¬ 
tractor. 

(g)  The  provisions  of  this  contract  refer¬ 
ring  to  “Liability  for  Government-Furnished 
Property”  and  any  other  provision  of  this 
contract  defining  liability  for  Government- 
furnished  property  shall  be  inapplicable  to 
property  to  which  the  Government  shall 
have  acquired  title  solely  by  virtue  of  the 
provisions  of  this  clause.  The  provisions  of 
this  clause  shall  not  relieve  the  Contractor 
from  risk  of  loss  or  destruction  of  or  damage 
to  property  to  which  title  vests  in  the  Gov¬ 
ernment  under  the  provisions  hereof. 

(h)  If  this  contract  (as  heretofore  or  here¬ 
after  supplemented  or  amended)  contains 
provisions  for  advance  payments,  and  in 
addition  if  at  the  time  any  progress  payment 
is  to  be  made  to  the  Contractor  under  the 
provisions  of  this  progress  payments  clause 
any  unliquidated  balance  of  advance  pay¬ 
ments  is  outstanding,  then  notwithstanding 
any  other  provision  of  the  Advance  Pay¬ 
ments  clause  of  this  contract  the  net 
amount,  after  appropriate  deduction  for 
liquidation  of  the  advance  payment,  of  such 
progress  payment  shall  be  deposited  in  the 
special  bank  account  or  accounts  maintained 
as  required  by  the  provisions  of  the  Advance 
Payments  clause,  and  shall  thereafter  be 
withdrawn  only  pursuant  to  such  provisions. 


(b)  Any  fixed -price  supply  or  serviw 
contract,  under  which  it  is  desired  to 
make  progress  payments  in  an  amount 
not  to  exceed  90  percent  of  direct  labor 
and  material  costs  to  the  Contractor  of 
the  property,  may  include  the  clause  set 
forth  in  paragraph  (a)  of  this  section 
except  that  in  this  paragraph  the  words 
“75  percent  of  the  cost”  shall  be  replaced 
by  the  words  “90  percent  of  the  direct 
labor  and  direct  material  costs.” 

§  1054.607  Policy  for  administration 
of  progress  payments  under  AF  con¬ 
tracts  by  administrative  contracting 
officers.  Policy  set  forth  by  the  Depart¬ 
ment  of  Defense  Directive  7840.1,  dated 
April  22,  1954,  is  as  follows: 

(a)  Progress  payments  require  careful  ad- 
ministration  to  insure  against  overpayments 
and  losses.  In  all  cases  the  physical  progress 
of  the  work  should  be  evaluated  periodically 
to  assure  that  the  progress  payments  are 
fairly  supported  by  the  value  of  the  work 
actually  accomplished  on  the  undelivered 
portion  of  the  contract  in  conformity  with 
the  contract  requirements.  Also,  the  un¬ 
liquidated  progress  payments  should  not  be 
permitted  to  exceed  the  percentage  specified 
In  the  contract,  of  the  costs  forming  the  base 
for  progress  payments,  applicable  only  to  the 
partially  finished  undelivered  portion  of  the 
contract. 

(b)  The  extent  of  supervision  required, 
whether  for  loss  prevention  or  for  avoidance 
of  bverpayments,  should  vary  inversely  with 
the  experience,  performance  record,  reliabU- 
ity,  quality  of  management,  and  financial 
strength  of  contractors,  and  with  the  ade¬ 
quacy  of  their  accounting  system  and  con- 
trols.  Review  should  be  of  a  kind  and  de¬ 
gree  that  will  be  sufficient,  consistent  with 
the  circumstances  of  individual  cases,  to 
provide  timely  knowledge  of  circumstances 
that  would  adversely  affect  contract  per¬ 
formance  and  the  liquidation  of  progress 
payments,  and  timely  opportunity  for  any 
action  that  may  be  appropriate  for  the  pro¬ 
tection  of  the  Government.  Particular  care 
must  be  taken  to  assure  that  the  unpaid 
balance  of  the  contract  price  will  be  adequate 
to  cover  the  anticipated  cost  of  completion, 
or  that  the  contractor  has  adequate  resources 
to  complete  the  contract  if  the  unpaid  bal¬ 
ance  of  the  contract  price  is  inadequate  to 
cover  costs  of  completion. 

(c)  In  the  process  of  reviewing  individual 
progress  payments  already  existing  or  here¬ 
after  established,  action  to  reduce  or  slow 
down  progress  payments  or  to  increase  liqui¬ 
dation  rates  (unless  justified  on  other 
grounds,  such  as  overpayments  or  unsatis¬ 
factory  performance)  should  be  consistent 
with  contract  provisions,  and  never  taken 
precipitately  or  arbitrarily.  Any  such  reduc¬ 
tion  of  progress  payments  on  active  contracts 
(other  than  normal  liquidation  pursuant  to 
the  contract)  should  be  effected  only  alter 
notice  to  and  discussion  with  the  contractor, 
and  after  full  exploration  of  the  contractor's 
financial  condition,  existing  or  available 
credit  arrangements,  projected  cash  require¬ 
ments,  effect  of  progress  payment  reduction 
on  the  contractor’s  operations,  and  generally 
on  the  equities  of  the  particular  situation. 
Where  contract  performance  is  satisfactory, 
and  there  is  neither  overpayment  nor  antici¬ 
pated  loss,  proper  progress  payments,  ade¬ 
quately  verified,  will  be  paid  promptly  when 
earned  and  billed  in  accordance  with  con¬ 
tract  provisions,  even  though  the  terms  of 
the  particular  contract  may  make  the  pay¬ 
ment  discretionary  rather  than  mandatory, 
and  such  proper  payments  will  not  be  held 
up  or  denied  because  of  the  contractor's  lack 
of  need  for  the  payment. 

§  1054.609  Method  of  recoupment  far 
liquidation.  Department  of  Defense  Di* 
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rective  7840.1,  April  22,  1954,  provides  in 
part! 

r  ,  When  costs  other  than  for  direct  labor 
nd  material  are  in  the  base  for  progress 
ftvments,  the  percentage  of  the  contract 
■  of  delivered  items  to  be  applied  for 


fioSdation  of  progress  payments  will  be  not 
ms  than  the  percentage  of  costs  upon  which 
Iwoeress  payments  are  based,  e.  g.,  when 
nroeress  payments  are  based  on  75  percent 
f  all  costs,  liquidation  will  be  at  a  rate  not 
less  than  75  percent  of  the  contract  price  of 
separate  items  as  they  are  delivered  and  in¬ 
voiced.  When  progress  payments  are  based 
on  90  percent  (or  specified  lesser  percentage) 
of  the  costs  of  direct  labor  and  material,  the 
rate  of  liquidation  of  progress  payments  will 
be  not  less  than  90  percent  (or  the  specified 
lesser  percentage)  of  the  percentage  of  esti¬ 
mated  total  costs  represented  by  the  esti¬ 
mated  costs  of  direct  labor  and  material. 
Thus,  for  example,  if  the  base  for  progress 
payments  is  90  percent  of  the  costs  of  direct 
labor  and- material,  and  if  estimated  costs  of 
direct  labor  and  material  are  70  percent  of 
total  estimated  costs,  liquidation  will  be  at 
a  rate  not  less  than  63  percent  (90X70)  of 
the  contract  price  of  separate  items  as  they 
are  delivered  and  invoiced. 

§  1054  610  Statements  of  costs  in  sup - 
port  of  progress  payment  invoices  sub¬ 
mitted  by  the  contractor,  (a)  As  part  of 
the  contractor’s  progress  payment  in¬ 
voice,  the  contractor  will  be  required  to 
include,  as  evidence,  a  statement  of  cu¬ 
mulative  costs  incurred  from  the  incep¬ 
tion  of  the  contract,  up  to  and  including 
the  period  (usually  1  month)  covered  by 
the  invoice. 

(b)  A  statement  of  costs  incurred  will 
be  secured  from  the  contractor  to  sup¬ 
port  progress  payment  requests  not  in 
excess  of  75  percent  or  of  any  other  per¬ 
centage  indicated  in  the  contract  on  the 
basis  of  the  cost  of  the  property  acquired. 
The  data  will  be  substantially  in  the  form 
shown  in  §  1054.612  and  will  be  submitted 
in  triplicate,  or  in  such  number  of  copies 
as  may  be  required.  The  contractor  will 
make  the  certification  on  all  the  required 
copies.  The  data  will  include  the  name 
-.of  the  contractor-  his  address,  contract 
number,  dollar  amount  of  the  contract, 
date,  progress  payment  request  number, 
and  the  period  of  cumulative  costs  of 
the  work  under  the  contract.  Sample 
Form  I  §  1054.612  is  explained  as  follows, 
the  numbered  items  below  correspond¬ 
ing  to  those  used  on  the  sample : 

(1)  Direct  material.  The  cost  of  di¬ 
rect  material  should  include  the  costs  of 
all  items  purchased  or  supplied  which 
enter  directly  into  the  end  product  and 
which  are  used  or  consumed  directly  in 
connection  with  the  fabrication  of  the 
articles  called  for  under  the  contract  (ex¬ 
clusive  of  progress  payments  to  subcon¬ 
tractors). 

(2)  Progress  payments  to  subcontrac¬ 
tors.  The  total  amount  of  progress  pay¬ 
ments  to  subcontractors  should  be  shown 
inline  2  of  those  cases  where  the  contract 
provides  for  reimbursement  of  progress 
payments  made  to  subcontractors  by 
prime  contractors. 

(3)  Direct  labor.  The  direct  labor 
cost  should  consist  of  salaries  and  wages 
incurred  by  the  prime  contractor  and 
Properly  chargeable  directly  to  perform¬ 
ance  of  the  contract  (exclusive  of  prog¬ 
ress  payments  to  subcontractors). 

(4)  Indirect  manufacturing  and  pro - 
friction  expenses.  The  allocable  amount 
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of  the  allowable  indirect  costs  incurred 
in  the  operation  of  the  production  de¬ 
partments  of  -the  prime  contractors 
should  be  shown  in  line  4. 

(5)  and  (6)  Other  direct  costs.  There 
are  numerous  items  of  cost  which  are 
generally  classified  as  indirect  costs,  but 
which  may,  in  particular  cases,  properly 
be  chargeable  directly  to  the  contract, 
where  the  contractor  demonstrates  that 
such  costs  are  specifically  related  to  the 
contract. 

(7)  (Self-explanatory.) 

(8)  General  and  administrative  ex¬ 
penses.  These  are  costs  incurred  in  the 
general  management,  supervision,  and 
conduct  of  the  prime  contractor’s  busi¬ 
ness  as  a  whole.  Show  rate  used  in  com¬ 
puting  this  amount  and  period  used  in 
determining  this  rate. 

(9)  Total  costs.  If  the  total  accumu¬ 
lated  costs  (sum  of  amounts  in  lines  1 
through  8)  exceed  the  contract  price, 
indicating  a  loss  contract,  the  amount 
shown  in  line  9  should  be  reduced  to 
the  contract  price  or  contract  target 
price,  as  applicable. 

(10)  Cost,  or  negotiated  cost  or  con¬ 
tract  price  of  items  delivered  and  in¬ 
voiced.  The  amount  entered  on  line  10 
should  be  one  of  the  following  alterna¬ 
tives  stated  in  order  of  preference:  (i) 
The  actual  cost  or  the  average  or  stand¬ 
ard  cost  with  appropriate  adjustment  for 
variances  of  items  delivered  and  in¬ 
voiced,  giving  proper  consideration  to 
the  deferment  of  the  starting  load  costs; 
(ii)  in  those  cases  where  the  contractor 
maintains  cost  data  which  will  clearly 
establish  reliability  of  his  estimates,  the 
cost  of  the  items  delivered  and  invoiced 
may  be  based  on  the  average  unit  costs 
determined  by  adding  total  experience 
costs  to  date  to  total  estimated  costs  to 
complete  the  contract,  and  dividing  the 
total  cost  for  the  contract  so  computed 
by  the  total  number  of  units  to  be  sup¬ 
plied;  (iii)  the  aggregate  of  the  nego¬ 
tiated  unit  cost  of  items  delivered  and 
invoiced  representing  contract  price  less 
negotiated  profit  allowances:  (iv)  if  the 
contractor  is  unable  to  establish  the  cost 
of  the  items  delivered  and  invoiced  by 
one  of  the  above  methods,  the  aggregate 
of  the  contract  unit  price  of  the  articles 
delivered  and  invoiced  to  the  Govern¬ 
ment  under  the  contract  may  be  substi¬ 
tuted  for  the  cost  of  the  items  delivered 
and  invoiced.  However,  if  it  has  been 
established  that  the  contractor  is  oper¬ 
ating  at  a  loss  under  the  contract,  the 
negotiated  cost  used  under  alternative 
(iii)  of  this  subparagraph,  or  the  con¬ 
tract  price  used  under  alternative  (iv) 
of  this  subparagraph,  will  be  appropri¬ 
ately  adjusted  upward  by  a  percentage 
equivalent  to  the  indicated  loss. 

(11)  (Self-explanatory.) 

(12)  Progress  payments  to  subcon¬ 
tractor  (s).  Line  12  should  be  used  only 
when  the  prime  contract  provides  for  100 
percent  reimbursement  of  progress  pay¬ 
ments  to  subcontractors,  and  the  pay¬ 
ments  under  line  12  meet  the  require¬ 
ments  of  the  progress  payment  clause. 
It  should  be  understood  that  line  12  will 
be  used  only  in  those  cases  wThere 
progress  payments  made  by  the  prime 
contractor  to  subcontractors  are  in¬ 
cluded  in  the  total  shown  in  line  7. 


(13)  (Self-explanatory.) 

(14)  Complement  of  percentage  figure 
provided  by  the  progress  payment  clause. 
Insert  complement  of  whatever  percent¬ 
age  figure  is  provided  by  the  progress 
payment  provision  of  the  contract;  i.  e., 
if  contract  reads  75  percent,  use  25  per¬ 
cent;  if  contract  reads  90  percent,  use 

10  percent,  etc. 

.  (15)  through  (17)  (Self-explanatory.) 

(18)  Recoupments  to  date.  This  in¬ 
formation  may  be  obtained  from  an  ex¬ 
amination  of  the  contractor’s  invoices 
on  items  delivered  and  paid  by  the 
finance  officer.  These  invoices  should 
indicate  the  amount  of  the  recoupment 
as  applied  against  previous  progress  pay¬ 
ments. 

(19)  through  (27)  (Self-explanatory.) 
(c)  A  statement  of  cumulative  costs 

incurred  will  be  secured  from  the  con¬ 
tractor  to  support  progress  payment  re¬ 
quest  not  in  excess  of  90  percent  or  of 
any  other  percentage  indicated  in  the 
contract  on  the  basis  of  the  costs  of  the 
direct  labor  and  direct  material  costs  to 
the  contractor.  The  data  will  be  sub¬ 
stantially  in  the  form  shown  as  Sample 
Form  II  §  1054.613  and  will  be  submitted 
in  triplicate,  or  in  such  number  of  copies 
as  may  be  required.  The  contractor  will 
make  the  certification  on  all  the  required 
copies.  The  data  will  include  the  name 
of  the  contractor,  his  address,  contract 
number,  dollar  amount  of  the  contract, 
date,  progress  payment  request  number, 
and  the  period  of  cumulative  costs  of  the 
work  under  the  contract.  Sample  Form 

11  is  explained  as  follows,  the  numbered 
items  corresponding  to  those  used  on  the 
sample : 

(1)  Direct  material.  See  subpara¬ 
graph  (1)  of  this  paragraph. 

(2)  Progress  payments  to  subcontrac¬ 
tors.  See  paragraph  (b)  (2). 

(3)  Direct  labor.  See  paragraph  (b) 
(3). 

(4)  Total  costs.  If  the  total  accumu¬ 
lated  costs  (sum  of  amount  shown  in 
lines  1  through  3)  exceed  the  contract 
price,  indicating  a  loss  contract,  the 
amount  shown  in  line  4  should  be  re¬ 
duced  to  the  contract  price  or  contract 
target  price,  as  applicable. 

(5)  Direct  material  and  direct  labor 
costs  of  items  delivered  and  invoiced. 
The  costs  applicable  are  the  alternatives 
listed  in  paragraph  (b)  (10)  except  that 
the  data  should  be  limited  to  the  cost 
of  labor  and  material.  The  negotiated 
cost  or  the  contract  price*of  labor  and 
material,  if  used,  should  be  readily  de¬ 
terminable  from  the  accepted  bid  data. 

(6)  (Self-explanatory.) 

(7)  Progress  payment(s)  to  subcon¬ 
tractor  (s).  Line  7  should  be  used  only 
when  the  prime  contract  provides  for 
100  percent  reimbursement  of  progress 
payments  to  subcontractors,  and  the 
payments  under  line  7  meet  the  require¬ 
ments  of  the  progress  payment  clause. 
It  should  be  understood  that  line  7  will 
be  used  in  those  cases  where  progress 
payments  made  by  the  contractor  to  sub¬ 
contractors  are  included  in  the  total 
shown  in  line  4. 

(8)  (Self-explanatory.) 

(9)  Complement  of  percentage  figure 
provided  by  the  progress  payment  clause. 
Insert  complement  of  whatever  percent- 
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_  tractor’s  Certification  When  Request  for  First  Progress  Payment  on  Contract  Is 
c  Made 

I  certify  that  the  above  statement  of  cost  is  Just  and  correct  to  the  best  of  my  knowledge 
and  belief,  that  payment  therefor  has  not  been  received,  that  it  has  been  prepared  from 

the  books  of  account  and  records  of _ - _ (Insert  the  name  of  Contractor)  and 

further  that  unencumbered  title  to  the  material  and  work  in  process  represented  herein 
rests  in  the  invoicing  agency  at  the  time  of  billing.  Upon  payment  of  this  invoice,  title  to 
this  property  will  be  vested  in  the  Government  in  accordance  with  progress  payment  provi¬ 
sions  of  the  contract. 

Signature _ _ 

Title _ _ _ _ 

Contractor’s  Certificate  on  All  Requests  for  Progress  Payments  on  Contract  Subsequent 

to  the  First 

I  certify  that  the  above  statement  of  costs  is  just  and  correct  to  the  best  of  my  knowledge 
and  belief,  that  payment  therefor  has  not  been  received,  that  it  has  been  prepared  from 

the  books  of  account  and  records  of _ (Insert  the  name  of  Contractor)  and 

that  unencumbered  title  to  yie  material  and  work  in  process  represented  herein  rests  in  the 
Government  pursuant  to  the  progress  payment  provisions  of  the  contract. 

Signature _ 

Title  . . . . . 


SUBPART  G — CONTRACT  CHaNGE  RELEASES 

§  1054.702  Definitions — (a)  Change 
release  ( CCR ).  AFPI  Form  47  (formerly 
AMC  Form  207),  a  document  issued  to 
correct  inaccuracies  and  omissions  of 
stock  or  part  numbers  and  item  descrip¬ 
tions  in  active  production  contracts. 

(b)  End  article  prime  depot  (.EAPD) . 
As  used  in  this  subpart,  the  depot  or 
AMA  having  prime  property  class  re¬ 
sponsibility  for  the  end  article  under 
procurement.  In  the  case  of  complete 
aircraft  or  engines,  this  will  be  the  depot 
or  AMA  having  prime  responsibility  for 
the  applicable  01  or  02  property  class. 

§  1054.703  Use  of  change  releases. 
(a)  Types  of  inaccuracies  that  may  be 
corrected  by  CCR’s  are: 

'  (1)  Incorrect  or  missing  part  or  stock 
number  on  a  complete  article  or  a  spare 
part  item. 

(2)  Error  in  transcribing  a  stock  or 
part  number  on  an  item;  that  is,  trans¬ 
position  of  digits,  omission  of  digits,  im¬ 
proper  decimals  or  prefixes. 

(3)  Improper  nomenclature  of  an 
item. 

(b)  CCR’s  will  not  be  issued  to  au¬ 
thorize: 

(1)  Changes  in  design  or  fabrication 
methods. 

(2)  Contract  corrections,  the  execu¬ 
tion  of  which  would  result  in  price 
changes  or  changes  in  delivery  sched¬ 
ules  or  time  of  performance  in  the  con¬ 
tract  involved. 

(3)  Shifting  of  articles  from  one  con¬ 
tract  item  number  to  another. 

(4)  Assignment  of  a  new  contract  item 
number  or  subdivision  of  an  existing  item 
number. 

(5)  Increases  or  decreases  in  quanti¬ 
ties. 

(6)  Correction  of  inaccuracies  in 
quantities. 

(7)  Changes  to  approved  spare  parts 
exhibits  which  have  not  been  formally 
executed  by  supplemental  agreements. 

SUBPART  I— WAGE  AND  SALARY  ACCEPTANCE 

§  1054.900  Scope  of  subpart.  This 
subpart  prescribes  the  procedure  for  the 
acceptance  by  administrative  contract¬ 
ing  officers  of  costs  resulting  from  wages 
and  salaries  paid  by  AF  contractors  to 
their  employees  and  allocable  to  appli¬ 
cable  contracts.  Any  acceptance  of  wage 
and  salary  schedules  made  by  the  admin- 
,  Mo.  43 — 58  34 


istrative  contracting  officer  should  not 
be  considered  as  approving  wages  and 
salaries  as  such,  but  should  be  consid¬ 
ered  as  a  determination  of  acceptance 
of  costs  resulting  from  such  schedules 
for  allocation  to  Air  Force  contracts. 

§  1054.901  Application.  This  subpart 
applies  to  cost-reimbursement-type 
prime  contracts,  and  cost-reimburse¬ 
ment-type  subcontracts  which  are  ap¬ 
proved  by  the  administrative  contracting 
officer  (ACO).  To  the  extent  that  the 
costs  of  wages  and  salaries  which  have 
been  accepted  by  the  ACO  are  involved 
in  cost  analysis  for  redeterminable  or 
incentive  type  contracts,  the  amounts 
used  in  such  analysis  will  not  exceed 
those  accepted  by  the  ACO. 

§  1054.902  Definition.  “Wages  and 
salaries”  as  used  in  this  subpart  includes 
all  amounts  paid  or  set  aside,  such  as 
pension  or  retirement  benefits,  salaries, 
royalties,  license  fees,  bonuses,  and  de¬ 
ferred  compensation  benefits. 

§  1054.903  Accepting  authority.  On 
contracts  to  which  this  part  applies,  the 
administrative  contracting  officer  is  de¬ 
signed  as  the  authority  for  accepting 
costs  resulting  from  wages  and  salaries 
initially  established  and  from  increases 
thereto.  His  acceptance  will  be  based  on : 
(a)  his  judgment  that  costs  resulting 
from  wage  and  salaries  are  fair  and 
reasonable  after  first  obtaining  adequate 
justification  when  deemed  necessary,  (b) 
review  of  the  contractor’s  rate  system, 
and  (c)  review  of  the  contractor’s  policy 
for  wage  and  salary  increases,  in  relation 
to  that  of  the  industry  and  area  con¬ 
cerned.  Costs  resulting  from  salaries  of 
$25,000  and  over,  and  any  increases 
thereto,  will  be  acted  on  by  the  adminis¬ 
trative  contracting  officer  according  to 
the  procedure  in  §  1054.905  (b). 

§  1054.904  Wage  and  salary  rates  re¬ 
quiring  special  consideration,  (a)  Ex¬ 
cept  as  otherwise  provided  below,  costs 
of  wages  and  salaries  included  in  a  final 
negotiated  overhead  rate,  set  forth  in  the 
contract  according  to  an  approved  nego¬ 
tiated  overhead  rates  clause,  will  be  sub¬ 
ject  to  the  review  and  acceptance  proce¬ 
dures  specified  in  §  1054.903. 

(b)  Where  the  total  cost  reimburse¬ 
ment  and  price  redeterminable  Govern¬ 
ment  business  amounts  to  only  a  small 
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proportion  of  the  contractor’s  over-all 
business,  the  ACO  should,  generally,  ac¬ 
cept  the  contractor’s  pay  plan.  In  deter¬ 
mining  the  applicability  of  this  section, 
each  division  of  a  corporation  will  be  con¬ 
sidered  individually. 

(c)  Where  the  total  cost  reimburse¬ 
ment  and  price  redeterminable  Govern¬ 
ment  business  of  a  corporation,  including 
all  of  its  divisions,  amounts  to  a  small 
proportion  of  its  over-all  business,  wages 
and  salaries  of  members  of  the  corporate 
home  office  included  in  the  overhead 
chargeable  to  AF  contracts  will  not  ordi¬ 
narily  be  subject  to  the  action  required 
in  §  1054.905  (a)  and  (b)  as  applicable. 
(But  see  paragraph  (d)  of  this  section.) 

(d)  Where  the  total  AF  business  repre¬ 
sents  a  small  proportion  of  applicable 
Government  business  with  any  specific 
contractor  either  at  division  or  corporate 
level,  the  ACO  should  ordinarily  accept 
the  position  taken  by  the  service  that  has 
the  largest  amount  of  business  with  the 
contractor  and  compliance  with  §  1054.- 
905  (a)  and  (b)  will  ordinarily  not  be 
necessary. 

(e)  Where  a  contractor  submits  a 
salary  schedule  containing  ranges  for 
specific  positions,  and  a  plan  for  changes 
within  the  range,  the  administrative  con¬ 
tracting  officer  may  accept  such  schedule 
and  plan.  Once  the  range  and  plan  are 
accepted  by  the  ACO,  any  changes  in 
salaries  which  are  within  the  flexibility  of 
the  accepted  plan  and  range  (s)  for  the 
position (s)  under  consideration  would 
not  require  further  action  by  the  ACO. 
This  is  not  applicable  to  salary  schedules 
submitted  in  compliance  with  §  1054.905 
(b). 

§  1054.905  • Costs  resulting  from  salary 
and  ivage  rates  and  adjustments  subject 
to  acceptance.  The  costs  resulting  from 
all  salary  and  wage  rates  and  adjust¬ 
ments  thereto  within  the  applicability  of 
this  subpart  may  be  made  effective  on 
cost-reimbursement-type  contracts  after 
acceptance  by  the  ACO.  Costs  on  which 
acceptance  is  required  will  apply  to: 

(a)  Basic  wage  and  salary  schedules 
and  adjustments  or  additions  thereto. 
The  ACO  in  determining  the  accept¬ 
ability  of  such  costs  will  consider  all  re¬ 
munerations,  including  bonuses  and  pay¬ 
ments  in  any  form,  in  computing  the 
total  compensation  of  an  employee. 
When  it  appears  that  the  compensation 
paid  to  an  individual  or  a  group  of  indi¬ 
viduals  may  be  unreasonable,  a  detailed 
examination  of  the  case  will  be  made. 
Consideration  will  be  given  to  the  size 
and  type  of  Government  contracts  held 
by  the  contractor,  the  nature  of  the  serv¬ 
ices  rendered  by  the  employee,  former 
rates  of  compensation,  the  frequency  and 
amounts  of  increases,  changes  in  scope 
and  extent  of  services  rendered  by  the 
employee,  and  any  other  pertinent  facts. 

(b)  Salaries  of  $25,000  and  over.  This 
paragraph  applies  to  those  cases  in  which 
the  salary  element  alone  amounts  to 
$25,000  or  over,  or  any  increases  thereto. 
These  will  be  examined  on  an  individual 
basis. 

(1)  The  ACO  will  examine  each  such 
salary  following  the  criteria  prescribed  in 
paragraph  (a)  of  this  section.  Before 
acting  on  such  salaries,  the  ACO  will  con- 
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suit  with  Hq  AMC.  The  advice  of  Hq 
AMC  is  not  required  when:  (i)  action  of 
acceptance  of  costs  resulting  from  such 
salaries  was  completed  by  the  ACO  prior 
to  January  4, 1956,  or  (ii)  current  or  fu¬ 
ture  submissions  by  the  contractor  are 
not  in  excess  of  amount (s)  previously  ac¬ 
cepted  for  position(s)  established.  In 
the  event  the  ACO  determines  that  a  re¬ 
duction  in  the  amount (s)  previously  ac¬ 
cepted  is  in  order,  and  the  salary 
elements  would  be  over  $25,000,  the  mat¬ 
ter  will  be  referred  to  Hq  AMC  prior  to 
making  a  final  determination. 

(2)  To  obtain  the  advice  of  Hq  AMC, 
the  ACO  will  submit  to  the  Commander, 
AMC,  the  following  information: 

(i)  TheACO’s  recommendations  based 
on  the  changes  in  the  scope  and  extent 

J>f  service  rendered  by  the  employee, 
ength  of  service  of  the  employee,  or  any 
other  reasonable  circumstances. 

(ii)  Position  description  in  justifica¬ 
tion  of  the  salary  increase. 

(iii)  Employee’s  former  rates  of  com¬ 
pensation  and  dates. 

Note.  It  is  not  the  intent  that  such  in¬ 
formation  will  necessarily  reveal  individual 
employee  identification.  Such  identification 
normally  will  be  confined  to  position  classi¬ 
fication  only. 

(iv)  Fringe  benefits,  e.  g.,  bonuses 
(immediate  or  deferred)  and  whether  or 
not  plan  has  Government  approval,  pen¬ 
sion  and  retirement  plan  benefits,  other 
annuities,  life  insurance,  etc.  (itemized). 
Specify : 

(a)  The  amount  paid  to  or  set  aside 
for  the  individual  or  the  current  cost  to 
the  contractor  of  funding  the  benefit  if 
it  is  of  the  deferred  type.  In  reporting 
the  current  cost  of  funding  a  deferred 
benefit,  the  amount  reported  will  be  a 
cost  for  the  individual  based  on  an  ac¬ 
tuarial  or  similar  type  estimate. 

(b)  Amount  of  (a)  of  this  subdivision 
that  has  been  disapproved  by  the  Gov¬ 
ernment,  if  any.  In  addition,  specify 
W’hether  the  plan  providing  these  benefits 
has  been  approved  by  the  Air  Force  and, 
if  so,  by  whom. 

(v)  Based  on  figures  for  the  past  year, 
the  following: 

(a)  Gross  sales  of  the  contractor. 

(b)  Proportion  of  total  Government 
business  to  the  gross  business. 

(c)  Proportion  of  total  AF  business  to 
the  gross  business. 

<d)  Increase  or  decrease  of  AF  pro¬ 
curement  with  the  contractor  versus  the 
previous  year. 

(vi)  Organizational  charts,  if  avail¬ 
able. 

(vii)  Types  of  items  manufactured. 

(3)  After  evaluation  by  Hq  AMC,  ad¬ 
vice  will  be  submitted  to  the  ACO. 

§  1054.906  Establishment  of  rates  for 
new  jobs  or  adjustments  in  rates  for  ex¬ 
isting  jobs.  The  contractor  will  submit: 

(a)  A  list  of  all  wage  and  salary  jobs 
for  which  acceptance  is  requested. 

(b)  The  actual  rate  or  rate  range  for 
each  job  and  the  approximate  number  of 
persons  employed  within  the  range. 

(c)  In  the  case  of  adjustments  to  ex¬ 
isting  rates,  the  proposed  rates  or  rate 
range  for  each  job,  stating  the  approxi¬ 
mate  number  of  employees  to  receive 
each  rate  within  the  range. 


(d)  A  statement  of  any  extrinsic  fac¬ 
tors  supporting  the  proposal,  such  as 
housing,  transportation,  etc. 

(e)  Copies  of  any  collective  bargain¬ 
ing  agreements  affecting  the  employees 
involved. 

(f)  Profit-sharing  plans. 

§  1054.907  Responsibility  of  the  ad¬ 
ministrative  contracting  officer.  An 
ACO,  upon  receipt  of  a  submission,  will 
carefully  examine  the  data  submitted 
and  take  any  steps  deemed  necessary  to 
verify  the  accuracy  of  the  facts  stated 
before  making  a  decision;  his  written 
acceptance  to  the  contractor  will  include 
a  statement  substantially  as  follows: 

The  rates  of  compensation  listed  hereon 
are  accepted  as  being  fair  and  reasonable. 
This  acceptance  is  without  prejudice  to  the 
Government’s  right  to  disallow  any  payment 
made  in  accordance  with  any  rate  upon  any 
ground  except  that  the  rate  is  unreasonable 
for  the  type  of  service  indicated.  This  ac¬ 
ceptance  may  be  withdrawn  in  whole  or  in 
part  at  any  time. 

§  1054.910  Union  activities  and  labor- 
management  disputes,  (a)  Salaries  and 
wages  of  employees  of  the  contractor  en¬ 
gaged  in  union  activities  during  regular 
working  hours  may  properly  be  consid¬ 
ered  to  be  a  part  of  the  cost  of  perform¬ 
ance  of  the  cost-reimbursement-type 
contract  for  purposes  of  reimbursement, 
provided  there  is  an  obligation  upon  the 
contractor  to  pay  them.  Such  obligation 
may  arise  out  of  the  following: 

( 1 )  The  provisions  of  a  labor  contract 
between  the  contractor  and  a  labor 
union. 

(2)  An  established  practice  or  policy 
of  the  contractor  existing  at  the  plant  or 
plants  involved. 

(3)  An  existing  trade  custom  or  prac¬ 
tice  in  the  locality  of  the  contractor’s 
plant. 

(4)  An  existing  custom  or  practice  in 
the  industry. 

Each  case  will  be  decided  on  its  own 
merits.  While  decision  in  each  case  is 
the  responsibility  of  the  ACO  in  the  light 
of  all  facts,  the  foregoing  circumstances 
will  normally  support  reimbursement  in 
the  absence  of  any  special  conditions  in¬ 
dicating  that,  in  the  particular  case, 
payment  of  the  salaries  and  wages  is  not 
necessary  for  the  performance  of  the 
contract. 

(b)  ACO’s  will  not,  under  any  circum¬ 
stances,  participate  directly  or  indirectly 
in  labor-management  disputes  or  con¬ 
troversies. 

§  1054.911  Policy  regarding  elimina¬ 
tion  of  incentive  pay  and  excessive  per 
diem  for  work  or  services  at  AF  test  bases. 
(a)  Where  existing  contracts  provide 
for  additional  compensation  to  con¬ 
tractors’  personnel  to  be  paid  as  incen¬ 
tive  or  per  diem  over  an  extended  period, 
active  steps  will  be  taken  to  eliminate 
such  pay  structures  as  soon  as  possible. 
Contracting  officers  will  review  existing 
wage  and  salary  structures  of  AF  con¬ 
tractors  having  contracts  which  fall 
within  the  scope  of  this  chapter  and, 
according  to  contract  provisions,  will 
withdraw  authorization  where  incentive 
or  excessive  per  diem  is  authorized  in 
excess  of  time  duration  stated  in  this  sec¬ 
tion  for  elimination  of  such  pay.  The 


gradual  program  for  elimination  will 
conform  to  contract  provisions,  but  win 
adhere  as  closely  as  possible  to  the  foi 
lowing  schedule  of  reduction  of  personnel 
having  such  structures:  (1)  at  least  i 
reduction  in  90  days,  (2)  at  least  %  j? 
duction  in  150  days,  and  (3)  compieJ 
reduction  in  270  days,  from  starting  date 

(b)  Contractors’  wage  and  salary 
structures  should  adequately  reflect  total 
compensation  for  services  without  addi¬ 
tion  of  per  diem  or  incentive  pay.  peJ 
diem  will  be  limited  to  travel  and  relo¬ 
cation  circumstances  set  forth  in 
§§  1015.204  and  1015.502  (j)  0f  this 
chapter.  Contracting  officers  will  care- 
fully  screen  contractors’  wage  and  salary 
schedules  to  assure  that  former  incentive 
or  per  diem  rates  are  not  merely  included 
as  a  means  of  elimination  of  prohibited 
pay  structures.  Such  inclusion  merely 
causes  the  basic  rates  to  become  unrea¬ 
sonable  and  the  former  inequalities  ia 
pay  to  continue. 

(c)  Unless  otherwise  stated  in  con- 
tract  provisions,  contracting  officers  will 
not  accept  wage  and  salary  structures 
which  include  incentive  pay  or  excessive 
per  diem,  except  for  key  technical  and 
supervisory  personnel  identified  to  the 
particular  project.  It  must  be  empha¬ 
sized  that  before  acting  on  such  excep¬ 
tions,  the  ACO  must  carefully  scrutiny 
each  application  for  incentive  pay  or  per 
diem  granting  such  pay  or  per  diem 
only  where  justified  by  all  the  circum¬ 
stances  and  in  such  amounts  as  may 
be  the  minimum  necessary  for  obtaining 
qualified,  professional,  or  specially  skilled 
personnel.  It  must  be  further  empha¬ 
sized  that  a  frequent  review  of  such  ac¬ 
ceptances  must  be  made  with  prompt  I 
termination  and  modification  as  chang-  I 
ing  conditions  warrant. 

SUBPART  K— REIMBURSEMENT  TO  CONTRAC- 

TORS  FOR  POSTAGE  PAID  ON  CONTRACTS 

CALLING  FOR  DELIVERY  AT  POINT  OF  ORIGIN  I 

§  1054.1102  General— ( a)  Postal 
charges.  Where  a  purchase  document 
provides  for  payment  by  the  Government 
of  transportation  charges  and  the  vendor 
is  directed  by  proper  authority,  either  in 
the  purchase  document  or  by  separate 
instructions,  to  ship  via  parcel  post,  post¬ 
al  charges  are  reimbursable  and  will  be 
included  in  the  vendor’s  invoice  as  a 
separate  item.  The  vendor’s  certificate 
on  the  invoice  will  be  accepted  as  suffi¬ 
cient  evidence  of  the  correctness  of  such 
charges  and  an  additional  certificate  or 
other  supporting  evidences  will  not  be 
required,  such  as  verification  by  weight 
or  postal  zone. 

(b)  Insurance.  Where  articles  are 
purchased  f.  o.  b.  contractor’s  shipping 
point  and  contractor  is  instructed  to 
make  delivery  via  parcel  post,  it  is  proper 
to  advise  the  contractor  that  the  parcel 
post  package  should  not  be  insured,  but 
where  no  notice  is  given  and  the  contrac¬ 
tor,  in  good  faith,  pays  the  postal  insur¬ 
ance  charges,  reimbursement  therefor 
is  authorized.  However,  the  insurance 
of  shipments  of  “valuables”  will  be  deter¬ 
mined  by  the  Government  Losses  in  Ship-  i 
ment  Act  of  July  8,  1937,  50  Stat.  479  as 
amended  by  53  Stat.  1358  (5  U.  S.  C. 
134b-l). 
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tract  is  also  to  be  paid,  as  it  accrues,  in 
monthly  installments  based  upon  the 
percentage  of  completion  of  work  as  de¬ 
termined  from  estimates  made  and  ap¬ 
proved  by  the  contracting  officer. 
CPFF  contracts  also  provide  that  upon 
completion  of  all  the  work,  its  final  ac¬ 
ceptance,  and  the  execution  and  delivery 
of  a  release  by  the  contractor,  any 
unpaid  balance  of  the  fee  to  which  the 
contractor  may  be  entitled  will  be  paid 
to  him. 

§  1054.1403  Formulas  for  estimating 
percentage  of  completion  of  work  and 
fixed  fee  due — (a)  Supply  contracts. 
Upon  request  of  a  contractor,  but  not 
more  often  than  once  a  month,  the  ad¬ 
ministrative  contracting  officer  assigned 
to  administer  the  CPFF  supply  contract 
will  make  an  estimate  of  the  percentage 
of  completion  of  work  accomplished  by 
the  contractor  using  one  of  the  formulas 
set  forth  in  this  section. 

(1)  Formula  No.  1.  The  formula  set 
forth  in  Yhis  subparagraph  will  be  used 
in  those  cases  where  the  prime  unit  and 
subsidiary  items  completed  and  accepted 
for  delivery  will  result  in  equitable  de¬ 
termination  of  percentage  of  completion 
of  work  on  the  contract  to  date. 

(i)  A  unit  fee  will  be  established  for 
the  prime  units  contracted  for,  by  di¬ 


viding  total  units  into  the  total  fixed 
fee  included  in  the  contract  for  the  prime 
units.  The  fee  earned  on  prime  units  is 
determined  by  multiplying  the  unit  fee 
by  the  number  of  units  completed  and 
accepted  for  delivery. 

(ii)  The  fee  for  subsidiary  items  on 
the  contract,  such  as  spare  parts,  tool 
kits,  ground  handling  equipment,  etc., 
will  be  established  in  proportion  to  the 
current  estimated  costs  of  shipments  of 
such  items  compared  with  the  total  cur¬ 
rent  estimated  costs  shown  in  the  con¬ 
tract  for  the  same  items.  It  should  be 
recognized  that  exhibits  for  spare  parts, 
tool  kits,  ground  handling  equipment, 
etc.,  may  be  priced  by  the  contractor 
before  he  has  gained  reliable  cost  knowl¬ 
edge  through  actual  manufacturing  ex¬ 
perience  and,  consequently,  his  actual 
costs  may  vary  substantially  from  his 
estimated  costs.  Therefore,  in  order  to 
prevent  overpayment  of  fixed  fee  for  sub¬ 
sidiary  items  the  administrative  con¬ 
tracting  officer  will  establish  the  accrued 
amount  of  fee  payment  due  to  date  for 
subsidiary  items  by  using  1  of  the  2 
methods  indicated,  whichever  totals  the 
lesser. 

(iii)  Formula  No.  1  is  expressed  as  fol¬ 
lows: 

(a)  Prime  Fee  Earned. 


Total  prime  unit  fee 


X  Acceptable  units  completed  =  Prime  fee  earned  to  date. 


Total  prime  units 

(b)  ( 1 )  Subsidiary  Item  Fee  Earned  ((f)  or  (2)  whichever  is  lower) , 

Contract  cost  of  acceptable  subsidiary 

X Total  fee  tor  subsidiary  ltem,=Su“^t^;;^M 


items  completed 


Total  cost  estimated  in  contract  of 
subsidiary  items 

(2). 

Elapsed  months  from 
start  of  work 


X  Total  fee  for  subsidiary  items = Subsidiary  items  fee  earned  to  date. 


Contract  months  from 
delivery  schedule 

(c)  Total  Fee  Earned  for  Period. 

(a)  plus  (b)  (2)  or  (2)  (whichever  is  smaller)  =  Total  fee  earned  to  date. 
Note:  Total  fee  earned  to  date  less  fee  previously  paid  equals  fee  payable  to  date. 

(d)  Percentage  of  Completion  of  Work. 

Total  fee  earned  to  date 


Total  fee 


.= Percentage  of  completion  of  work  to  date. 


eiiftPART  l— REGISTRATION  UNDER  SECURITIES 
ACT  OF  AF  CONTRACTORS  HOLDING  ClASSI- 
\  PIED  CONTRACTS 

J  .  1054.1202  General,  (a)  Under  the 
terms  of  AF  contracts,  contractors  may 
not  disclose  classified  matter  to  unau¬ 
thorized  persons.  Rule  486  of  the  Se¬ 
curities  and  Exchange  Commission 
provides,  in  effect,  that  a  contractor  ap- 
nlving  for  registration  under  the  Securi¬ 
ties  Act  of  1933  (48  Stat.  74,  15  U.  S.  C. 
77a-77aa)  need  not  submit  copies  of 
classified  contracts  or  information  re¬ 
lated  thereto  if  the  contractor’s  applica¬ 
tion  for  registration  includes  a  statement 
(as  described  below)  from  the  contract¬ 
ing  officer  administering  the  contract. 

(b)  The  administrative  contracting 

officer  or  the  local  purchase  contracting 
officer  is  authorized  to  furnish  appli¬ 
cable  contractors  with  a  written  state¬ 
ment  containing  the  following  determi¬ 
nations:  * 

(1)  The  contents  of  the  contractor’s 
AP  contract  relates  to  and  affects  the 
national  defense. 

(2)  Disclosure  of  contents  of  the  con¬ 
tract  would  be  contrary  to  public  in¬ 
terest.  (There  is  no  objection  to  the 
disclosure  in  a  registration  statement  of 
the  total  dollar  amount  of  the  face  value 
of  the  AF  contract (s)  held  by  the 
contractor.) 

(c)  Upon  request,  contracting  officers 
located  at  Hq  AMC,  at  AMC  field  pro¬ 
curement  activities  or  ARDC  purchase 
activities,  may  also  furnish  such  state¬ 
ments  with  regard  to  contracts  over 
which  they  have  cognizance. 

SUBPART  M— POLICY  WITH  RESPECT  TO  PAY¬ 
MENT  OF  PREMIUM  COMPENSATION  FOR 
"  EXTRAHAZARDOUS  FLIGHT  TESTING 

§  1054.1302  Policy.  It  is  the  policy  of 
the  Air  Force  that  the  AF  plant  repre¬ 
sentative  or  the  chief  of  the  air  procure¬ 
ment  district  will  determine  whether  a 
flight  is  considered  an  extrahazardous 
flight.  The  AF  plant  representative  or 
the  chief  of  the  appropriate  air  procure¬ 
ment  district  will  notify  the  administra¬ 
tive  contracting  officer  in  writing  of  all 
determinations  made  with  respect  to 
extrahazardous  flight  test  approval. 
The  administrative  contracting  officer 
will  determine  the  reasonableness  of 
extra  compensation  to  be  paid,  taking 
into  consideration  such  factors  as  de¬ 
gree  of  risk  involved,  wage  scale  of  flight 
personnel,  and  provision  for  insurance 
protection.  Administrative  contracting 
officers  have  authority  to  negotiate  and 
approve  extrahazardous  flight  compen¬ 
sation  and  may  solicit  from  the  procur¬ 
ing  contracting  officer  and/or  project 
officer  any  additional  facts  required  in 
order  to  arrive  at  a  decision. 

SUBPART  N— PAYMENT  OF  FIXED  FEE  UNDER 
CPFF  CONTRACTS 

§  1054.1402  General.  The  fixed  fee 
payable  to  contractors  under  CPFF  con¬ 
tracts  is  limited  by  law,  and  is  fixed 
when  the  other  terms  of  the  contract 
are  negotiated  and  agreed  upon.  Most 
CPFP  contracts  provide  that  the  Gov¬ 
ernment  will  currently  reimburse  the 
contractor  for  expenditures  that  are 
made  in  accordance  with  the  contract 
as  may  be  approved  or  ratified  by  the 
contracting  officer.  A  specified  percent¬ 
age  of  the  fixed  fee  due  under  the  con- 


(2)  Formula  No.  2.  This  formula 
should  be  used  in  those  cases  where  work 
in  process  is  substantial  on  prime  units 
and  should  be  considered  in  determin¬ 
ing  the  percentage  of  completion  of  work 
on  the  contract  for  the  period  concerned. 
This  formula  is  adopted  in  those  cases 
where  contractor  can  furnish  the  admin¬ 
istrative  contracting  officer  reliable  data 
showing :  Total  direct  labor  hours  to  pro¬ 
duce  one  prime  unit,  total  direct  labor 
hours  consumed  (input)  by  work  in  proc¬ 
ess  during  the  reporting  period,  and  to¬ 
tal  direct  labor  hours  consumed  (input) 
during  the  reporting  period  in  the  pro¬ 
duction  of  subsidiary  items. 

(i)  A  prime  unit  fee  will  be  established 
for  the  prime  units  contracted  for  by 
dividing  the  total  prime  units  into  the 
total  fixed  fee  for  prime  units  stated  in 
the  contract. 

(ii)  The  total  number  of  direct  labor 
hours  consumed  during  the  reporting  pe¬ 
riod  (input)  in  the  production  of  sub¬ 


sidiary  items  will  be  deducted  from  the 
total  number  of  direct  labor  hours  con¬ 
sumed  during  the  period  (input)  in  the 
production  of  all  units  (prime  and  sub¬ 
sidiary)  ;  thus,  the  net  would  represent 
the  number  of  direct  labor  hours  con¬ 
sumed  in  the  production  of  prime  units 
during  the  reporting  period.  The  figure 
thus  arrived  at  will  be  divided  by  the 
total  number  of  direct  labor  hours  esti¬ 
mated  to  be  required  to  produce  one 
prime  unit.  The  total  number  of  units 
thus  developed  will  be  multiplied  by  the 
prime  unit  fee  to  establish  earned  fixed 
fee  for  prime  units.  To  this  dollar  fee 
for  prime  units  will  be  added  the  dollar 
fee  for  the  production  of  subsidiary 
items,  computed  in  the  same  manner  as 
Formula  No.  1.  The  total  dollar  fee 
earned  for  both  prime  units  and  sub¬ 
sidiary  items  will  be  divided  by  the  total 
fee  fixed  in  the  contract  for  all  items, 
and  the  resulting  figure  will  be  deter¬ 
mined  to  be  the  percentage  of  comple- 
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tion  of  work  for  the  period  requested. 

(iii)  In  order  to  take  advantage  of  any 
reduction  in  the  number  of  direct  labor 
hours  required  to  produce  one  prime  unit 
brought  about  by  improved  manufactur¬ 
ing  processes  or  more  efficient  operation, 
the  administrative  contracting  officer 
will  require  the  contractor  to  furnish, 
at  the  end  of  each  calendar  month,  a 
new  statement  of  the  number  of  direct 


(3)  Formula  No.  3.  This  formula  is 
to  be  used  in  those  cases  where  work  in 
process  for  both  prime  units  and  sub¬ 
sidiary  items  is  substantial  and  should 
be  considered  in  order  to  determine  a 
reasonably  accurate  cumulative  percent¬ 
age  of  completion  of  work  under  the 
contract.  The  administrative  contract¬ 
ing  officer  will  obtain  a  monthly  report 
from  the  contractor  showing : 

(i)  An  estimate  of  the  total  number 
of  direct  labor  hours  required  to  accom¬ 
plish  all  work  called  for  by  the  contract. 
(This  estimate  may  be  the  same,  higher, 
or  lower  than  the  original  or  previous 
estimates  submitted.)  Separate  esti¬ 
mates  will  be  for  any  element  of  work 
for  which  separate  fees  are  established. 
The  administrative  contracting  officer 
will  determine  that  the  estimate (s)  are 
reasonable,  by  consulting  his  production 
assistants  to  the  extent  necessary. 


(b)  In  the  event  separate  fees  are 
established  for  subsidiary  items  by  the 
contract,  the  same  formula  will  apply. 
In  such  cases,  however,  sepai*ate  esti¬ 
mates  will  be  established  for  total  direct 
labor  hours  required  to  accomplish  such 
separate  element (s)  of  work  and  for  to¬ 
tal  accumulated  direct  labor  hours  ex¬ 
pended  in  the  accomplishment  thereof. 
Percentage  of  completion  will  be  deter¬ 
mined  by  dividing  the  accumulated  num¬ 
ber  of  direct  labor  hours  by  the  total 
number  of  hours  estimated  as  being  re¬ 
quired  to  accomplish  the  element (s)  of 
work  involved. 

( 1 )  The  amount  of  fee  payable  will  be 
that  which  is  represented  by  the  fee(s) 
times  the  percentage  (s)  of  completion 
established  by  the  application  of  pro¬ 
cedures  outlined  above,  with  the  current 
amount  payable  being  the  total  amount 
due  minus  the  amount(s).  previously 
paid. 


labor  hours  needed  to  produce  one  prime 
unit,  and  of  the  total  number  of  direct 
labor  hours  represented  by  work  in  proc¬ 
ess  at  all  work  stations  in  the  contrac¬ 
tor’s  plant,  for  both  prime  units  and  sub¬ 
sidiary  items. 

(iv)  Formula  No.  2  may  be  expressed  as 
follows: 

(a)  Prime  Fee  Earned  for  Reporting 
Period. 


(ii)  The  total  accumulated  direct  la¬ 
bor  hours  which  have  been  expended  in 
the  performance  of  the  contract.  Di¬ 
rect  labor  hours  will  be  interpreted  to 
include  direct  labor  manufacturing  hours 
expended  on  prime  items  but  also  direct 
labor  hours  expended  on  engineering, 
tooling,  and  subsidiary  items  on  the  con¬ 
tract,  such  as  spare  parts,  tool  kits, 
ground  handling  equipment,  etc.,  unless 
separate  fee(s)  are  established  for  such 
elements  of  work  (subsidiary  items)  in 
which  event  separate  estimate (s)  will  be 
established  for  such  items. 

(a)  To  arrive  at  the  percentage  of 
completion,  the  administrative  contract¬ 
ing  officer  will  divide  the  indicated  total 
accumulated  direct  hours  expended,  by 
the  total  number  of  hours  estimated  to 
be  required  to  accomplish  all  work  called 
for  by  the  contract. 


(4)  Formula  No.  4.  (i)  This  formula 
should  be  used  in  lieu  of  Formula  No.  3 
in  those  cases  where  work  in  process  is 
substantial,  but  where  direct  labor  hours 
expended  cannot  be  readily  obtained 
from  contractor’s  records.  The  adminis¬ 
trative  contracting  officer  will  determine 
by  inquiry  to  the  cognizant  procuring 
office  the  total  amount  of  estimated  costs 
stated  by  the  contractor  in  his  bid  and 
upon  which  the  contract  was  awarded 
and  the  fee  was  based,  for  items  of  direct 
labor  as  follows:  direct  manufacturing 
labor,  direct  engineering  labor,  direct 
tooling,  and  any  other  direct  labor  items 
which  may  have  been  agreed  upon  and 
included  in  the  contract  as  total  esti¬ 
mated  costs.  At  the  same  time,  the  ad¬ 
ministrative  contracting  officer  will 
establish,  as  a  safeguard  against  the  pos¬ 
sibility  of  the  contractor’s  actual  costs 
overrunning  his  estimated  costs,  a  maxi¬ 
mum  fee  to  be  paid  monthly,  based  upon 


the  number  of  months  the  contract  has 
to  run  from  the  time  it  is  signed  to  the 
end  of  the  last  month  in  which  deliveries 
are  scheduled  in  the  contract.  Recogiu! 
tion  and  consideration  will  also  be  given 
to  any  delay  in  deliveries  by  the  contrac¬ 
tor  which  have  resulted  in  an  extension 
of  time  by  the  Government.  The  admin- 
istrative  contracting  officer  will  therel 
after  limit  his  certification  of  percentage 
of  completion  of  work  to  a  maximum  ar- 
rived  at  by  multiplying  the  number  of 
months  which  the  contract  has  run  by 
the  rate  of  fee  payable  in  any  one  month 
(ii)  The  administrative  contracting 
officer  will  require  the  contractor  to 
submit  a  statement  showing  actual  costs 
expended  for  direct  labor  at  the  end  of 
the  calendar  month  and,  after  audit  and 
approval  of  such  figures  by  the  Govern¬ 
ment  auditor,  will  certify  to  a  percentage 
of  completion  of  work  in  the  ratio  that 
the  total  actual  direct  labor  costs  bear 
to  total  estimated  labor  costs.  For  ex¬ 
ample:  a  CPFF  contract  calls  for  loo 
prime  units  with  spare  parts,  special 
tools,  and  ground  handling  equipment. 
The  total  fee  for  the  entire  contract,  at 
6  percent,  has  been  fixed  at  $6,630,000. 
The  contract  was  signed  January  1, 1947, 
and  the  final  delivery  under  the  contract 
is  scheduled  for  June  30,  1949,  30 
months  later.  The  administrative  con- 
tracting  officer  will  divide  the  total  fixed 
fee  by  the  total  number  of  months  as 
above,  to  determine  a  pro  rata  maximum 
monthly  fee  of  $221,000.  He  determines 
by  inquiry  to  procuring  office  that  the 
contractor’s  original  estimate  for  direct 
labor  is  $50,000,000.  At  the  end  of  3 
months,  the  contractor  submits  actual 
direct  labor  costs  of  $10,000,000,  or  20 
percent  of  the  total  direct  labor  esti¬ 
mated  costs.  The  administrative  con¬ 
tracting  officer  applies  his  previously 
established  limitation  of  fee  payable  in 
any  one  month  and  finds  that  the  total 
3  months  is  $663,000,  or  10  percent  of 
the  total  fee.  He  thereupon  certifies  to 
percentage  of  completion  of  work  as  10 
percent. 

(b)  Research  and  development  con¬ 
tracts.  Upon  request  of  a  contractor, 
but  not  oftener  than  once  a  month,  the 
administrative  contracting  officer  as¬ 
signed  to  administer  the  CPFF  research 
and  development  contract  will  estimate 
the  percentage  of  completion  of  work 
accomplished  by  the  contractor  during 
that  calendar  month,  using  the  formula 
set  forth  in  this  paragraph: 

( 1 )  The  contracting  officer  will  deter¬ 
mine  the  maximum  fee  to  be  paid  to  the 
contractor  for  1  month  by  dividing  the 
total  amount  of  the  fixed  fee  shown  in 
the  contract  by  the  total  number  of 
months  which  will  elapse  from  the  sip- 
ing  of  the  contract  to  the  end  of  the 
last  month  shown  on  the  contract  de¬ 
livery  schedule. 

(2)  The  monthly  fee  payment  maybe 
approved  by  the  contracting  officer  if 
he  is  reasonably  assured  that  satisfactory 
progress  has  been  made.  This  can  be 
determined  by  a  combination  of  two  01 
more  of  the  following  factors: 

(i)  A  review  of  the  appropriate  state¬ 
ments  or  substantiating  documents  sup¬ 
porting  claims  for  reimbursement  of 
costs  which  may  indicate  the  extent  of 
t.lie  contractor’s  activity. 


Total  prime  unit  fee  „  .  ,,  , 

- - - - =  Prime  unit  fee. 

Total  prime  units 

Total  direct  labor  hours  (input)  for  period  — Subsidiary  items 
direct  labor  hours 


_ _  _ = Prime  units  in  production. 

Direct  labor  hours  per  prime  unit 

Number  of  units  in  production  x  prime  unit  fee  =  Prime  fee  earned. 

(b)  Subsidiary*items.  See  subparagraph  (1)  (iii)  (b)  of  this  paragraph  Formula 
1  for  computation  of  subsidiary  item  fee  earned.  Note  that  subsidiary  item  fee 
earned  for  period  is  fee  at  end  of  current  period  less  fee  at  end  of  previous  period. 

(c)  Total  Fee  Earned  for  Period. 

(a)  plus  (b)  =  Total  fee  earned  for  period. 

(d)  Percentage  of  Completion  of  Work  for  Period. 

Total  fee  earned  for  period 
Total  fee 


^Percentage  of  completion  of  work  for  period. 


Total  accumulative  direct  labor  hours  expended 

Total  direct  labor  hourslrequired  to~accomplish  aTT_  Cumulative  percentage  of  completion, 
work  under  the  contract 


- 


Saturday,  March  1,  1958 

(ii)  Personal  observation  by  AF  field 
nersonnel  of  the  contractor’s  progress. 

(iii)  A  certification  signed  by  an  indi¬ 
vidual  authorized  to  represent  the  con¬ 
tractor  and  supported  by  documents 
substantiating  that  the  requested  pay¬ 
ment  is  proportionate  to  the  progress  or 
completion  of  the  contract.  This  cer¬ 
tification  may  be  substantially  in  the 
following  form:  ✓ 

I  certify  that  the  fixed  fee  claimed  is  correct 
and  just,  and  that  it  is  proportionate  to  the 
progress  made  on  the  contract. 

v  Signed - 

Official  Title - — - 

1  1054.1404  Optional  formula.  If  the 
administrative  contracting  officer  is  con¬ 
vinced  that  some  formula  other  than  any 
of  the  ones  outlined  in  §  1054.1403  will 
be  more  fitting  under  the  circumstances 
of  his  particular  contract,  he  will  submit 
the  formula  to  the  Commander,  AMC, 
for  review  and  approval  before  he  adopts 
it  in  certifying  percentage  of  completion 
of  work, 

§  1054.1405  Contract  formulas.  If  a 
particular  CPFF  contract  sets  forth  a 
specific  method  of  compilation  and  pay¬ 
ment  of  fixed  fee,  the  terms  of  the  con¬ 
tract  and  not  this  subpart  will  govern. 

§  1054.1407  Prohibition  against  using 
total  cost  versus  estimated  cost  formula. 
In  no  instance  will  an  administrative 
contracting  officer  certify  to  percentage 
of  completion  of  work  based  upon  the  re¬ 
lationship  that  the  contractor’s  actual 
expenditures  bear  to  the  total  estimated  t 
cost  appearing  in  the  contract. 

-  §  1054.1408  Consistency  in  use  of  for¬ 
mula  adopted  for  individual  contracts. 
Once  an  administrative  contracting  offi¬ 
cer  has  elected  to  use  a  definite  formula 
for  estimating  percentage  of  completion 
of  work  on  a  contract,  he  will  adhere  to 
that  formula  throughout  the  life  of  the 
contract  except  that  he  may  at  any  time 
elect  to  use  the  formula  set  forth  as  For¬ 
mula  No.  1  (see  §  1054.1403  (a)  (ID) 
even  though  he  has  previously  used 
another  prescribed  formula.  In  no  event 
will  a  successor  to  a  contracting  officer 
change  the  formula  adopted  by  a  prior 
administrative  contracting  officer  except 
as  set  forth  in  this  section. 

§  1054.1409  Certificate  of  completion 
of  work.  Upon  making  his  estimate  of 
percentage  of  work,  the  administrative 
contracting  officer  will  prepare  and  de¬ 
liver  to  the  contractor  a  certificate  of 
percentage  of  completion  of  work  which 
will  be  in  the  following  form,  without 
deviation: 

Date _ _ 

I  hereby  certify  that  as  of  the  date  hereof 
the  percentage  of  completion  of  work  called 
for  in  Contract  Nr _ _  as  deter¬ 

mined  by  estimates  made  and  approved  by 
me,  is  no  less  than _ percent. 


(Contracting  officer) 

5  1054.1410  Submission  of  vouchers 
covering  fixed  fee.  (a)  The  administra¬ 
tive  contracting  officer’s  certificate  of 
percentage  of  completion  of  work  in  the 
lorm  set  forth  in  §  1054.1409  will  be  at¬ 
tached  by  the  contractor  to  his  voucher 
for  payment  of  the  accrued  unpaid  por¬ 
tion  of  the  fixed  fee  before  submitting 
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his  voucher  to  the  Government  auditor 
for  approval. 

(b)  Both  the  accrued  unpaid  portion 
of  the  fixed  fee  and  costs  incurred  under 
the  contract  may  be  submitted  on  the 
same  voucher,  unless  separate  voucher - 
ing  of  the  fixed  fee  is  more  convenient 
for  the  contractor  or  would  result  in 
more  expeditious  reimbursement. 

SUBPART  P— ADMINISTRATION  OF  FLIGHT  TEST 

OR  OTHER  R&D  PROGRAMS  AT  TEST  FACILI¬ 
TIES 

§  1054.1603  Definition.  For  the  pur¬ 
pose  of  this  subpart,  a  “test  facility”  is 
a  government-owned  and  operated  facil¬ 
ity,  or  where  other  projects  are  con¬ 
ducted,  by  a  contractor  under  the  provi¬ 
sions  of  an  AF  contract. 

§  1054.1604  Responsibilities.  The 
chief,  air  procurement  district,  or  AF 
plant  representative  having  cognizance 
over  the  prime  contract  under  which  the 
test  is  being  conducted  will  insure  that 
all  contractual  data  are  made  available 
to  the  test  facility  for  guidance  during 
the  test,  and  that  an  administrative  con¬ 
tracting  officer  is  assigned  through  trans¬ 
fer  of  secondary  administration  or  a 
project  officer  is  appointed  and  delegated 
specific  responsibilities. 

SUBPART  R — RENEGOTIATION  BOARD 
INQUIRIES 

§  1054.1803  Procedure,  (a)  Procure¬ 
ment  and  contract  performance  in¬ 
formation  will  be  obtained  by  the  re¬ 
negotiation  Board  directly  from  the 
•  applicable  AMA  headquarters,  Hq  ARDC, 
or  other  major  commands. 

(b)  Information  requested  concerning 
a  contractor  should  not  be  obtained  from 
the  representatives  or  personnel  of  that 
contractor.  Information  requested  con¬ 
cerning  subcontractors  should  be  col¬ 
lected  from  sources  within  the  Air  Force 
to  the  extent  available.  When  appro¬ 
priate  information  may  be  obtained  from 
the  subcontractor’s  customers. 

§  1054.1805  Checklist  of  questions. 
(a)  Applicable  to  Contracts  Other  than 
Construction  or  Architect-Engineer  Con¬ 
tracts.  . 

Checklist 

X.  CHARACTER  OP  BUSINESS 

A.  Were  the  manufacturing  techniques  in 
connection  with  renegotiable  business  com- 

>.  plex  or  relatively  simple?  Discuss.  What 
degree  of  skill  and  precisions  was  required? 
Discuss. 

B.  To  what  extent  were  manufacturing 
processes  or  renegotiable  business  integrated 
(i.  e.,  to  what  extent  did  the  operations  con¬ 
sist  of  actual  processing  or  fabrication,  as 
distinguished  from  mere  assembly)  ?  Dis¬ 
cuss. 

H.  EFFICIENCY  OF  THE  CONTRACTOR 

A.  Quantity  of  Production. 

1.  Did  the  contractor  do  a  good  Job  of 
quantity  production  in  relation  to  available 
physical  facilities?  Discuss. 

2.  Did  the  contractor  expand  facilities  to 
handle  renegotiable  business?  If  so,  was 
the  expansion  in  excess  of  requirements? 

3.  What  was  the  contractor’s  record  on 
meeting  delivery  schedules?  If  delivery 
schedules  were  not  met,  who  and  what  were 
responsible  for  the  failure?  (i.  e.t  specifica¬ 
tion  changes,  delays  in  delivery  of  Govern¬ 
ment-furnished  material,  labor  troubles. 


etc.)  if  delivery  schedulues  were  bettered, 
was  it  due  to  good  management? 

B.  Quality  of  Product. 

1.  Was  the  quality  of  the  contractor’s  re¬ 
negotiable  products  or  services  outstanding, 
above  average,  average,  below  average,  or 
poor?  Discuss  causes  (such  as  skill,  testing 
standards,  substitution  of  materials,  etc.). 

2.  What  was  the  contractor’s  record  of 
spoilage  within  the  plant  and  rejection  by 
Government  inspectors?  If  abnormally  ex¬ 
cessive,  discuss  causes,  efTect  on  production 
and  costs,  and  corrective  measures. 

3.  Do  you  know  of  an^  significant  mechan¬ 
ical  or  other  difficulties  in  the  installation  or 
use  of  the  contractor’s  renegotiable  products? 

If  so,  discuss  causes,  corrective  action,  if  any. 
and  results. 

C.  Reduction  of  Costs.  (Covered  In  sec. 
Ill  below.) 

D.  Use  of  Materials,  Facilities,  and  Man¬ 
power. 

1.  Was  the  contractor  economical  or  waste¬ 
ful  in  its  use  of  materials,  facilities*  or 
manpower?  Explain. 

2.  Was  the  contractor  effective  in  con¬ 
trolling  the  quantity  of  materials  and  the 
amount  of  labor  in  relation  to  production? 

3.  Were  labor  relations  harmonious  or 
troublesome?  Discuss  strikes,  stoppages,  or 
other  important  difficulties. 

m.  REASONABLENESS  OF  COSTS  AND  PROFITS 

A.  Was  the  contractor  high,  above  average, 
average,  below  average,  or  a  low-cost  pro¬ 
ducer?  Discuss  causes  (such  as  efficiency, 
quality  standards,  specification  change,  diffi¬ 
culties  in  material  supply,  or  labor  troubles). 

B.  Were  the  contractor’s  pricing  and  profit 
policies  reasonable?  Was  the  contractor  un¬ 
usually  difficult  in  price  negotiations?  If  so. 
give  any  important  details.  Were  any  im¬ 
portant  contracts  negotiated  as  subnormal 
profit  rates  or  on  a  “no-profit”  basis?  List 
and  explain. 

C.  To  what  extent  did  the  contractor  ob¬ 
tain  business  subject  to  renegotiation  In  the 
face  of  active  competition?  Was  he  the 
“sole  source”  on  any  products  or  services 
procured? 

D.  How  did  the  contractor’s  prices  on  re¬ 
negotiable  business  compare  with  those  of 
companies  furnishing  the  same  or  similar 
products  or  services?  Specify  competitors 
and  furnish  available  price  comparisons. 

E.  Did  the  contractor  accomplish  signifi¬ 
cant  reductions  of  controllable  costs?  If 
production  volume  increased,  did  the  con-  - 
tractor  give  the  Government  the  benefit  of 
savings? 

IV.  CAPITAL  EMPLOYED 

Note.  Information  needed  by  The  Rene¬ 
gotiation  Board  with  respect  to  capital  em¬ 
ployed  normally  will  be  developed  from 
sources  other  than  the  procuring  depart¬ 
ments. 

v.  extent  of  risk  assumed 

A.  Taking  into  consideration  contracting 
techniques  and  pricing  policies  employed, 
were  unusual  risks  borne  by  the  contractor? 
(i.  e.,  possibility  of  loss  due  to.  tight  pricing 
policies,  increases  in  material  and  labor  costs, 
inability  to  obtain  materials,  cutbacks  or 
contract  termination,  inventory  spoilage, 
obsolescence,  or  in  connection  with  guar¬ 
antees  of  quality  or  performance).  If  so, 
explain. 

B.  To  what  extent  were  risks  of  the  con¬ 
tractor  reduced  or  minimized  in  contracting 
with  the  Government?  (i.  e.,  by  use  of  price 
redetermination  or  price  escalation  contract 
clauses  providing  for  upward  price  adjust¬ 
ment).  Discuss  types  of  price  revision 
clauses,  etc. 

C.  Did  the  acceptance  of  renegotiable  con¬ 
tracts  jeopardize  the  contractor’s  commer¬ 
cial  market?  If  so,  explain  briefly. 

D.  Did  the  contractor  bear  any  other  im¬ 
portant  risks?  If  so,  explain. 
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VI.  CONTRIBUTION  TO  THE  DEFENSE  EFFORT 

A.  Did  the  contractor  make  any  excep¬ 
tional  contributions  to  the  defense  effort? 
(Such  as  research,  development,  engineering. 
Invention,  or  cooperation  with  the  Govern¬ 
ment  or  other  contractors  in  supplying  tech¬ 
nical  assistance.)  Explain  in  detail.  To 
what  extent  were  the  contributions  paid  for 
by  the  Government?  To  what  extent  will 
the  contractor  benefit  therefrom? 

B.  If  the  contractor  is  a  broker,  manu¬ 
facturer’s  agent,  or  a  dealer,  did  he,  to  your 
knowledge,  make  any  substantial  contribu¬ 
tions  to  the  defense  effort  by — 

1.  Making  sources  of  materials  and  serv¬ 
ices  available  to  defense  contractors; 

2.  Correlating  the  productive  capacity  of  a 
manufacturer  with  procurement  needs; 

3.  Expediting  the  purchase  and  flow  of 
materials  to  contractors; 

4.  Servicing  sales  contracts  during  per¬ 
formance;  or 

5.  Rendering  expert  engineering  or  other 
technical  assistance?  If  so,  explain  briefly. 

(b)  Applicable  to  Construction  Contracts. 

Checklist 

I.  CHARACTER  OF  BUSINESS 

Note.  Information  needed  by  The  Rene¬ 
gotiation  Board  with  respect  to  character  of 
business  normally  will  be  developed  from 
sources  other  than  the  procuring  depart¬ 
ments. 

n.  EFFICIENCY  OF  THE  CONTRACTOR 

A.  Quality  of  Management 

1.  Was  there  adequate  supervision? 

2.  Were  there  satisfactory  scheduling  of 
labor,  material  and  equipment  requirements 
to  accomplish  work  items  in  orderly  se¬ 
quence?  Discuss. 

3.  Were  construction-  methods  satisfac¬ 
tory?  Above  average?  Below  average? 

B.  Quantity  of  Production 

1.  Was  work  completed  on  time? 

2.  Were  there  unusual  delays?  If  so,  were 
they  within  or  beyond  control  of  the  con¬ 
tractor  and  what  corrective  action  was  taken? 

C.  Quality  of  Production 

1.  Was  Government  inspection  normal  or 
was  an  unusual  amount  of  inspection  re¬ 
quired  to  assure  compliance  with  specifica¬ 
tions? 

2.  What  was  record  of  rejected  work,  if 
any,  and  causes? 

D.  Reduction  of  Costs  (Covered  in  sec.  Ill 
below.) 

E.  Use  of  Materials,  Facilities,  and  Man¬ 
power 

1.  Was  equipment  suitable  for  the  work 
and  what  was  its  condition?  Were  there 
frequent  breakdowns? 

2.  Was  equipment  fully  used,  where  eco¬ 
nomical,  to  reduce  labor  costs? 

3.  Was  contractor  economical  or  wasteful 
in  the  use  of  materials,  facilities  or  man¬ 
power?  Discuss. 

4.  Was  labor  available  locally  or  was  it 
-necessary  to  provide  transportation,  hous¬ 
ing  or  subsistence? 

III.  REASONABLENESS  OF  COSTS  AND  PROFITS 

A.  Was  the  contract  let  as  a  result  of  ne¬ 
gotiation  or  competitive  bid?  If  the  contract 
was  let  as  the  result  of  competitive  bidding, 
give  number  of  bids  and  tabulation  of  four 
lowest  bids  based  on  award  items. 

B.  If  cost  type  contract,  was  contractor 
effective  in  controlling  or  reducing  costs? 

C.  Was  the  work  confined  to  one  area  or 
to  widely  separated  areas?  What  was  the 
effect  on  pricing? 

TV.  CAPITAL  EMPLOYED 

Note.  Information  needed  by  The  Rene¬ 
gotiation  Board  with  respect  to  capital  em¬ 
ployed  normally  will  be  developed  from 
sources  other  than  the  procuring  depart¬ 
ments. 


V.  EXTENT  OF  RISK  ASSUMED 

A.  If  contract  was  let  as  a  result  of  com¬ 
petitive  bids,  what  was  the  time  allowed  for 
bidding? 

B.  To  what  extent  did  unforeseen  site  con¬ 
ditions  affect  contractor’s  risk?  Were  there 
unusual  or  unanticipated  subsurface  or 
weather  conditions?  Discuss. 

C.  To  what  extent  did  the  adequacy  of 
plans  and  specifications  affect  risk?  For 
example,  were  all  items  of  work  fully  and 
clearly  detailed;  were  there  numerous 
changes  required  subsequent  to  award?  Dis¬ 
cuss. 

D.  Were  there  any  contract  provisions  such 
as  guarantees  or  escalation,  etc.,  which  in¬ 
creased  or  decreased  the  risk  assumed? 

E.  Did  the  contractor  bear  any  other  im¬ 
portant  risks?  Discuss. 

VI.  CONTRIBUTION  TO  THE  DEFENSE  EFFORT 

A.  Was  facility  of  a  high  priority  and  was 
completion  in  advance  of  contract  time 
requested? 

B.  Was  work  completed  before  contract 
requirement  at  no  additional  cost  to  the 
Government?  If  so,  was  early  completion 
attributable  to  unanticipated  favorable  con¬ 
ditions  or  to  outstanding  efficiency? 

(c)  Applicable  to  Architect-Engineer  Con¬ 
tracts 

Checklist 

I.  CHARACTER  OF  BUSINESS 

Note.  Information  needed  by  The  Rene¬ 
gotiation  Board  with  respect  to  character  of 
business  normally  will  be  developed  from 
sources  other  than  the  procuring  Depart¬ 
ments. 

II.  EFFICIENCY  OF  THE  CONTRACTOR 

A.  Quantity  of  Production 

1.  This  factor  is  not  particularly  appli¬ 
cable  to  this  type  of  business,  however,  ap¬ 
propriate  comment  should  be  made  as  to 
the  speed  of  completion  of  the  work. 

B.  Quality  of  Product 

Discuss  the  following,  as  appropriate: 

1.  Quality  of  survey 

2.  Quality  of  investigation 

3.  Quality  of  management 

4.  Quality  of  design 

(a)  Was  the  design  economical  and  suit¬ 
able  for  intended  purpose? 

(b)  Was  it  adaptable  to  practical  con¬ 
struction  methods? 

(c)  Did  the  design  lend  itself  to  conserva¬ 
tion  of  critical  materials? 

(d)  Were  the  drawings  clear  and  suffi¬ 
ciently  detailed? 

(e)  Were  there  many  revisions? 

5.  Quality  of  specifications. 

C.  Reduction  in  Costs  (covered  in  sec.  Ill 

below) .  / 

D.  Use  of  Materials,  Facilities  and  Man¬ 
power 

1.  This  factor  is  not  usually  applicable 
to  this  type  of  business,  however,  any  un¬ 
usual  utilization  of  manpower  or  equipment 
should  be  commented  on. 

HI.  REASONABLENESS  OF  COSTS  AND  PROFITS 

A.  Were  pricing  and  profit  policies  reason¬ 
able?  If  available,  furnish  cost  and  profit 
estimates  which  were  used  in  negotiation  of 
contract. 

B.  What  is  the  contractor’s  reputation  with 
respect  to  prices? 

C.  What  was  the  estimated  cost  of  con¬ 
struction  for  which  plans  and  specifications 
were  prepared  under  this  contract? 

D.  If  cost -type  contract,  was  contractor 
effective  in  controlling  or  reducing  costs? 

IV.  CAPITAL  EMPLOYED 

Note:  Information  needed  by  The  Re¬ 
negotiation  Board  with  respect  to  capital 
employed  normally  will  be  developed  from 
sources  other  than  the  procuring  Depart¬ 
ments. 


Y.  EXTENT  OF  RISK  ASSUMED 

A.  Were  preliminary  plans  (Schematic 
data)  available? 

B.  Was  there  any  delay  in  approval  of 
schematics? 

C.  Were  there  unusual  design  problem*? 
(Discuss  in  general  terms  if  necessary  to 
avoid  high  Security  classification.)  *  7!  1 

D.  Was  adequate  time  allowed  for  compie 

tion  or  was  project  of  a  high  priority  ana 
early  completion  required?  If  the  latter  k 
true,  did  the  original  pricing  take  speedy 
completion  into  consideration?  1 

VI.  CONTRIBUTION  TO  THE  DEFENSE  EFFORT 

A.  Were  any  unusual  contributions  made 
in  the  way  of  unique  or  unusual  design? 

B.  Was  priority  of  project  such  that  early 
completion  constituted  a  disinct  contribu¬ 
tion? 

SUBPART  S — PERFORMANCE  DATA  ON  Asm 
CONTRACTORS 

§  1054.1902  General.  The  Renego¬ 
tiation  Board  administers  the  Renego¬ 
tiation  Act  of  1951  as  it  pertains  to 
contractors  subject  to  the  act.  In  order 
to  compile  a  complete  performance  re¬ 
port,  it  is  necessary  to  supplement  infor¬ 
mation  available  to  the  ASPPA  with  that 
available  to  personnel  having  quality- 
control  jurisdiction  over  the  contractor's 
plant. 

§  1054.1903  Source  and  routing  of  re¬ 
quests.  Requests  for  performance  infor¬ 
mation  will  be  received  by  the  cognizant 
AMA  directorate  of  procurement  and 
production  from  the  Renegotiation  Board 
through  its  regional  boards.* 

§  1054.1904  Use  of  checklist.  The 
performance  checklist  as  set  forth  in 
§  1054.1911  will  be  used  by  the  air  pro¬ 
curement  district  as  a  guide  in  deter- 
mining  performance  data  factors.  The 
checklist  is  derived  from  that  published 
in  appendix  A  of  “A  Guide  Book  for  Re¬ 
porting  Performance  Information"  is¬ 
sued  by  the  Renegotiation  Board  in  July 
1952. 

§  1054.1905  Source  of  data,  (a) 
Prime-contractor  performance  data  per¬ 
taining  to  the  items  listed  in  the  check¬ 
list  will  be  compiled  from  Air  Force  rec¬ 
ords.  In  no  instance  should  information 
concerning  the  prime  contractor  be  ob¬ 
tained  from  prime  contractor  personnel 

(b)  Subcontractor  performance  data 
should  be  obtained  from  readily  available 
Air  Force  records.  When  necessary,  these 
data  may  be  expanded  by  supplemental 
information  requested  from  the  prime 
contractor. 

§  1054.1911  Performance  checklist. 
Performance  Checklist 
I.  character  of  business 

A.  Were  the  manufacturing  techniques  to 
connection  with  renegotiable  business  com¬ 
plex  or  relatively  simple?  Discuss.  What 
degree  of  skill  and  precision  was  required? 
Discuss. 

B.  To  what  extent  did  the  operations  con¬ 
sist  of  actual  manufacturing  as  distingulsbsd 
from  blending  or  storage  and  handling! 
Discuss. 

II.  EFFICIENCY  of  THE  CONTRACTOR 

A.  Quality  of  Production. 

1.  Did  the  contractor  do  a  good  Job  & 
quantity  production  in  relation  to  availabto 
physical  facilities?  Discuss. 
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.  Did  the  contractor  expand  fiblllties 
jely  Handle  Government  business?  If  so, 
hat  wa»  the  extent  of  the  expansion? 

3  What  was  the  contractor’s  record  on 
meeting  delivery  schedules?  If  delivery 
!rhedules  were  not  met,  who  and  what  were 
-Lnonsible  for  the  failure?  (For  example, 
[oectflcatlon  changes,  delays  in  delivery  of 

Government-furnished  material,  labor  trou- 

^es  etc.)  If  delivery  schedules  were 
bettered,  was  it  due  to  good  management? 

B  Quality  of  Product. 

1  Was  the  quality  of  the  contractor’s  re- 
e»otiable  products  or  services  outstanding, 

above  average,  below  average,  or  poor?  Dis¬ 
cuss  causes  (such  as  skill,  testing  standards, 
lubstitution  of  materials,  etc.) . 

2  What  was  the  contractor’s  record  of 
spoilage  within  the  plant  and  rejection  by 
Government  inspectors?  If  abnormally  ex- 
ccgsive,  discuss  causes,  effect  on  production 
and  costs,  and  corrective  measures. 

3.  Do  you  know  of  any  significant  technical 
or  mechanical  difficulties  in  the  manufacture 
or  handling  of  the  products?  If  so,  discuss 
causes,  corrective  action  if  any,  and  results. 

SUBPART  T— SUPERVISION  OF  FACTORY 
TRAINING  COURSES 

§  1054.2002  General.  Factory  train¬ 
ing  programs  under  AF  prime  contracts 
are  supervised  by  a  representative  of  the 
Air  Training  Command  except  when  the 
size  and  duration  of  the  student  load 
at  a  factory  does  not  warrant  assign¬ 
ment  of  'Such  representative.  The  Air 
Training  Command  makes  the  determi¬ 
nation,  but  it  has  been  found  impracti¬ 
cable  for  that  command  to  advise  the 
air  materiel  areas  in  advance  as  to 
whether  an  Air  Training  Command  rep¬ 
resentative  will  be  assigned.  It  is  neces¬ 
sary,  therefore,  that  the  air  materiel 
area  not  only  find  out  whether  an  Air 
Training  Command  representative  will 
be  assigned,  but  also  assume  certain 
other  responsibilties  in  connection  with 
factory  training. 

SUBPART  U — PLANT  SEIZURE  PROGRAM 

$1054.2103  General.  To  effect  Gov¬ 
ernment  seizure  of  a  plant  or  facility 
where  a  work  stoppage  or  other  event  is 
seriously  delaying  military  production, 
the  President  of  the  United  States  issues 
\ .  an  Executive  order  which  authorizes  and 
directs  the  Secretary  of  Defense  to  take 
possession  and  operate  the  facility  in¬ 
volved.  The  Secretary  of  Defense  then 
delegates  this  responsibility  to  the  ap¬ 
propriate  service  (Army,  Navy,  or  Air 
Force) .  The  Secretary  of  the  Air  Force 
then  relies  upon  Hq  AMC  to  have  ready 
at  all  times  a  list  of  qualified  personnel 
within  AMC  from  which  seizure  teams 
and  Department  of  Defense  representa¬ 
tives  could  be  selected. 

SUBPART  W— SCRAP  CONTROL 

$  1054.2303  General.  The  purpose  of 
Krap  controls  is  to  eliminate  waste  and 
resulting  costs  and  to  provide  for  the 
optimum  use  of  critical  and  strategic 
materials.  Excessive  generation  of  scrap 
results  in  the  loss  of  the  basic  material, 
nullifies  labor  expended,  wastes  machine 
time  and  plant  space,  creates  an  accrual 
of  overhead  costs,  and  reduces  the 
orderly  production  of  acceptable  items. 
The  unproductive  use  of  materials,  labor, 
and  production  capacity  increases  costs 
f  and  reduces  quantity  produced  to  the 
>  extent  that  it  is  imperative  that  all  per¬ 


sonnel  concerned  make  a  continuing 
study  of  all  problems  resulting  thereby. 

§  1054.2304  Responsibilities.  The  ad¬ 
ministrative  contracting  officer  will: 

(a)  Review  the  scrap  control  proce¬ 
dures  of  the  AF  contractor.  The  intent 
of  the  review  is  to  establish  that  the  con¬ 
tractor  is  practicing  scrap  control  to 
insure  that  recurring  scrap  is  being  kept 
at  a  minimum  and  to  provide  informa¬ 
tion  that  will  facilitate  an  immediate 
correction. 

(b)  Determine  that  the  contractor’s 
scrap  controls,  including  procedures  and 
records,  are  according  to  the  generally 
accepted  objectives  of  scrap  control 
within  the  segment  of  the  industry  con¬ 
cerned  and  are  adequate  to  protect  the 
Government’s  interest.  Advise  the  con¬ 
tractor  and  local  cognizant  AF  personnel, 
in  writing,  of  the  determination.  If  cor¬ 
rective  measures  are  necessary,  advise 
the  contractor  so  he  may  accomplish 
them. 

SUBPART  Y— LOSSES,  DAMAGES,  OR  DESTRUC¬ 
TION  OF  GOVERNMENT  PROPERTY  IN  POS¬ 
SESSION  OF  CONTRACTORS  UNDER  MILITARY 

SUSPENSE  ACCOUNTING 

§  1054.2500  Scope  of  subpart.  This 
subpart  establishes  procedure  to  be  fol¬ 
lowed  whenever  Government  property  is 
lost,  damaged,  or  destroyed  while  in  the 
possession  of  a  contractor  performing 
under  a  service  contract  for  suph  services 
as  laundering,  housing,  stevedoring,  em¬ 
ployment  of  longshoremen,  repair  and 
return  of  property  to  the  shipping  or¬ 
ganization;  and  may  include  other  type 
contracts  administered  locally,  wherein 
the  Government  property  involved  is 
controlled  as  a  suspense  item  in  the  mili¬ 
tary  account  from  which  shipped. 

§  1054.2503  Responsibilities  and  pro¬ 
cedures.  (a)  In  each  instance  of  loss, 
damage,  or  destruction  of  Government 
property  while  in  the  possession  of  a 
contractor  under  service  type  contracts, 
AF  Form  447,  “Turn-In  Slip,”  will  be 
initiated  and  prepared  by  the  officer  re¬ 
sponsible  for  the  property,  or  such  other 
individual  having  a  primary  interest  in 
the  property  involved.  The  contractor’s 
name,  address,  and  pertinent  contract 
number  will  be  set  forth  in  the  statement 
of  circumstances  on  the  face  of  the  form. 

(b)  The  contracting  officer  will  con¬ 
sider  the  factual  data  contained  on  the 
AF  Form  447  in  determining  the  con¬ 
tractor’s  liability  for  loss,  damage,  or  de¬ 
struction  of  the  property  involved. 

1  (c)  If  the  contracting  officer  deter¬ 

mines  that  the  contractor  is  liable  for 
the  loss,  damage,  or  destruction  of  the 
property  involved,  he  will  issue  a  letter 
to  the  contractor  stating:  that  investi- 
-gation  has  been  made  of  the  facts  sur¬ 
rounding  the  particular  case,  and  the 
amount  of  liability.  The  letter  will 
further  inform  the  contractor  that,  if  he 
does  not  question  his  liability  in  the 
amount  specified,  the  claim  may  be  set- 
•  tied  according  to  stated  procedures. 

(d)  If  the  contractor  advises  the  con¬ 
tracting  officer  that  he  is  not  liable  (or, 
if  liable,  is  not  liable  in  the  amount  speci¬ 
fied),  the  contracting  officer  will  con¬ 
sider  any  new  evidence  that  may  be  pro¬ 
duced  by  the  contractor,  and  will  prepare 


and  sign  written  findings  of  fact  and  a 
determination  of  whether  the  contractor 
is  liable,  and  of  the  amount  of  his  liabil¬ 
ity,  if  any.  The  findings  and  decisions 
will  be  promptly  sent  to  the  contractor 
and  the  accountable  property  officer  in 
whose  account  suspense  control  has  been 
maintained.  After  the  decision  has  be¬ 
come  final  (because  the  contractor  fails 
to  make  a  timely  appeal,  or  a  timely  ap¬ 
peal  has  been  decided) ,  the  procedures  of 
Subpart  F,  Part  1058,  of  this  chapter 
will  be  followed. 

SUBPART  Z — INTERIM  BILLING  PRICES  AND 

REFUNDS  FOR  INCENTIVE  AND  PRICE  REDE¬ 
TERMINATION  CONTRACTS 

§  1054.2600  Scope  of  subpart.  This 
subpart  defines  the  policy  and  estab¬ 
lishes  contract  administration  responsi¬ 
bilities  and  procedures  necessary  to:  as¬ 
sure  payment  of  amounts  fairly  due  for 
items  delivered  and  accepted  under  in¬ 
centive-type  and  price-redetermination- 
type  contracts,  reduce  the  need  for  re¬ 
funds  by  contractors  under  such  con¬ 
tracts,  facilitate  timely  adjustment  of 
provisional  billing  prices  and  prompt 
completion  of  final  pricing  under  these 
types  of  contracts. 

§  1054.2602  General,  (a)  There  will 
be  included  in  all  new  contracts  of  the  in¬ 
centive-type  and  price-redetermination- 
type,  all  definitive  contracts  of  the  incen¬ 
tive  or  price  redetermination  type  re¬ 
placing  or  superseding  letter  contracts, 
all  amendments  providing  an  incentive 
or  price-redetermination  clause  in  con¬ 
tracts  not  previously  containing  such  a 
clause,  and  all  amendments  to  contracts 
of  the  incentive-type  or  price-redetermi¬ 
nation  type  providing  for  new  or  addi¬ 
tional  procurements,  which  limits  pay¬ 
ments  to  be  made  to  the  contractor  and 
provides  for  quarterly  refund  to  the  Gov¬ 
ernment  of  amounts  found  to  exceed 
such  limitations. 

(b)  Where,  in  the  case  of  existing  con¬ 
tracts  of  the  incentive  type  or  price  re¬ 
determination  type,  payments  cannot  be 
limited  within  a  reasonable  time,  as  pro¬ 
vided  above,  the  administrative  con¬ 
tracting  officer  will  take  prompt  actidn 
by  reporting  such  cases  to  the  procuring 
contracting  officef^for  the  purpose  of 
obtaining  by  mutual  consent,  contrac¬ 
tual  provisions  similar  to  the  new  au¬ 
thorized  clauses. 

(c)  Administrative  contracting  offi¬ 
cers  who  adjust  prices  downward  pur¬ 
suant  to  voluntary  refunds  not  required 
by  any  contractual  provision  and  re¬ 
funds  incident  to  quarterly  or  other 
statements  furnished  under  contrac¬ 
tual  provisions  providing  for  adjustment 
of  billing  prices  will  accomplish  a  sup¬ 
plemental  agreement  after  negotiation 
with  the '  contractor.  Prompt  action  is 
necessary  to  prevent  overpayment  and 
facilitate  adjustment  of  billing  prices. 

(1)  The  following  clause  for  the  sup¬ 
plemental  agreement  may  be  used  and, 
if  necessary,  modified  to  suit  the  circum¬ 
stances: 

Pursuant  to  authority  of  clause _ of 

this  contract  the  parties  hereto  agree  to 
effect  the  following  revised  billing  prices  for 
items  enumerated. 
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The  adjusted  billing  prices  agreed  upon  by 
the  parties  hereto  are  to  be  considered  as 
interim  prices  for  billing  purposes  and  this 
revision  is  made  without  prejudice  to  the 
rights  of  either  party  in  the  negotiation  of 
final  prices  of  this  contract. 

(2)  Where  there  is  a  voluntary  refund 
without  contractual  provision  therefor, 
the  above  clause  will  be  modified  by  re¬ 
vising  the  first  sentence  to  read: 

By  mutual  agreement  the  parties  hereto 
agree  to  effect  the  following  revised  billing 
prices  for  items  enumerated. 

§  1054.2603  Refunds  and  adjustments. 

(a)  It  is  essential  in  all  cases  that  the 
amount  of  an  indebtedness  of  contracts 
to  the  Government  be  ascertained 
promptly,  and  collected  expeditiously  ac¬ 
cording  to  Subpart  F,  Part  1058,  of  this 
chapter.  Government  personnel  will 
take  prompt  action  so  that  amendments 
and  supplemental  agreements,  when  ap¬ 
propriate,  will  be  executed  without 
delay. 

(b)  For  use  in  expediting  and  con¬ 
trolling  adjustments  and  refunds,  cur¬ 
rent  inventory  and  control  lists  will  be 
established  and  maintained  with  regard 
to  all  incentive-type  and  price-redeter¬ 
mination-type  contracts  being  adminis¬ 
tered. 

(c)  All  incentive-type  and  price-rede¬ 
termination-type  contracts  will  be  sys¬ 
tematically  reviewed  at  least  every  3 
months  to  obtain  voluntary  downward 
interim  billing  price  adjustments  and 
prompt  refunds,  as  appropriate.  The 
making  of  voluntary  refunds  in  anticipa¬ 
tion  of  retroactive  price  reductions  will 
be  encouraged.  Contractors’  proposals 
for  any  voluntary  refund  in  connection 
with  final  pricing  will  be  accepted  with¬ 
out  prejudice  to  final  pricing.  In  con¬ 
nection  with  voluntary  refunds,  mini¬ 
mum  refunds  proposed  by  contractors 
in  connection  with  final  pricing  pro¬ 
posals,  and  refunds  incident  to  quarterly 
statements  furnished  under  contractual 
requirements,  contractors  will  not  be  re¬ 
quired  to  furnish  concurrent  itemization 
of  adjustments  to  be  made  on  past 
billings,  nor  to  furnish  adjusted  bills 
concurrently.  Such  adjustments  as  may 
be  essential  in  connection  with  refunds 
will  be  accomplished  by  appropriate 
Government  personnel,  with  such  infor¬ 
mation  as  may  be  essential  obtained 
from  contractors  after  refunds  are  made. 
The  making,  acceptance,  and  deposit  of 
refunds  will  not  be  delayed  pending  the 
making  of  any  necessary  accounting  ad¬ 
justments.  When  reduction  in  billing 
prices  are  proposed  by  contractors,  they 
will  be  made  effective  immediately  with¬ 
out  prejudice  to  further  adjustment. 
Billings  voluntarily  reduced  by  contrac¬ 
tors  will,  if  otherwise  proper,  be  paid  at 
the  reduced  amounts  without  awaiting 
contract  amendments.  The  reduced 
price  invoice  or  the  credit  memorandum 
should  bear  the  following  wording: 

This  voluntary  price  reduction  is  tendered 
by  the  contractor  and  accepted  by  the  Gov¬ 
ernment  without  prejudice  to  the  rights  of 
any  of  the  parties  in  negotiation  of  final  price 
of  subject  contract. 

§  1054.2604  Contract  administration. 
The  appropriate  contracting  officer  will 
exercise  every  effort  to  bring  about 
prompt  redetermination  of  prices  and 


the  setting  of  firm  target  prices  and  final 
settlement  of  incentive-contract  prices 
by  vigilant  and  timely  attention  to  the 
contract  administration  aspects  of  each 
contract,  and  nothing  contained  herein 
will  diminish  his  responsibilities. 

Part  1055— Spare  Parts 

Subpart  A — Polity  for  Procurement  and  Delivery 
of  Spare  Parts 

Sec. 

1055.102  Policy. 

Subpart  B — Contractual  Provisioning  Documents 

1055.202  Definitions. 

1055.206  List  of  contractual  provisioning 
documents. 

Subpart  C — Statement  of  Provisioning  Policy 
(AMC  Form  263)  and  Programing  Checklist 
AMC  Form  321  Series) 

1055.302  Procedures. 

Subpart  D — Approval  of  Spare  Parts  or  Ground 
Support  Equipment  Exhibits  and  Issuance  of 
Supplemental  Agreements 

1055.402  Procedures  and  responsibilities. 

Subpart  E — Interim  Spare  Parts  Kits  To  Maintain 
Experimental  and  Development  Equipment 

1055.503  Definition. 

1055.504  Responsibilities. 

Subpart  F — Review  of  Documents  Establishing 
Prices  for  Support  Items 

1055.602  Review  board  membership  and 
functions. 

1055.603  Procedures  and  responsibilities. 

Authority:  §§  1055.102  to  1055.603  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — POLICY  FOR  PROCUREMENT  AND 
DELIVERY  OF  SPARE  PARTS 

§  1055.102  Policy — (a)  Procurement. 
(1)  An  initial  supply  of  spare  parts  will 
normally  be  procured  from  the  prime 
contractor  under  the  provisions  of  au¬ 
thorized  spare  parts  provisioning  docu¬ 
ments. 

(2)  Replacement  spare  parts  will  be 
procured  directly  from  manufacturers 
who  actually  fabricate  the  parts  when¬ 
ever  possible  under  the  provisions  of 
Public  Law  413,  except  in  the  following 
instances : 

(i)  Where  doubt  exists  that  the  parts 
will  be  entirely  satisfactory  due  to  lack 
of  adequate  engineering  data  for  manu¬ 
facture,  anticipated  design  changes  in 
the  end  item,  standardization,  etc. 

(ii)  When  it  is  determined  by  the  con¬ 
tracting  officer  to  be  in  the  best  interest 
of  the  Government  to  procure  the  parts 
from  the  end  item  contractor;  i.  e.,  the 
contractor  for  an  airframe,  engine,  radar 
set,  etc. 

(b)  Delivery.  The  same  kind  of  ex¬ 
pediting  action  and  followup  will  be 
maintained  on  spare  parts  as  on  the  end 
item  to-  insure  concurrent  delivery  or  de¬ 
livery  according  to  an  approved  nego¬ 
tiated  delivery  schedule.  Priorities 
established  for  the  end  item  will  apply 
to  the  delivery  of  all  spare  parts  of  the 
end  item. 

SUBPART  B — CONTRACTUAL  PROVISIONING 
DOCUMENTS 

5  1055.202  Definitions,  (a)  “Contrac¬ 
tual  provisioning  document”  is  an  au¬ 


thorized  specific  document  incorporated 
in  AF  contracts,  by  reference  or  other, 
wise,  to  prescribe  the  procedures,  terms" 
and  conditions  governing  the  selection 
and  furnishing  of  initial  support^*, 
quirements  to  maintain  an  end  article  for 
its  initial  phase  of  prescribed  service 

(b)  “Amendment”  is  an  authorised 
document  for  changing  existing  require¬ 
ments  in,  or  adding  new  requirements 
to,  contractual  provisioning  documents 

(c)  “Addendum”  is  an  authorised 
document  outlining  deviations  from  con¬ 
tractual  provisioning  documents,  which 
apply  to  a  specific  service  of  the  Aimed 
Force  or  to  specific  major  commodity 
areas. 

§  1055.206  List  of  contractual  provi. 
stoning  documents.  The  following  sec¬ 
tions  list  the  contractual  provisioning 
documents  authorized  for  use. 

Spare  parts  provisioning  document  tat 
USAF  aeronautical  and  supporting  equip, 
ment  contracts. 

Ground  support  equipment  and  spare  parts 
therefor  provisioning  document. 

Short  form  spare  parts  selection  procedure,  I 

Short  form  spare  parts  selection  proce-  1 
dure — Follow-on  contract  application  only. 

Training  parts  document  for  USAF  service 
test  or  production  equipment  contracts. 

Spare  parts  selection  for  the  support  of 
kits.  | 

Spare  parts  procedure  for  support  of  kits 
for  Department  of  the  Army  aircraft,  eir- 
craft  engines,  and  GFAE  therefor. 

Amended  provisioning  document  for  USAP 
production  contracts  covering  Navy  re¬ 
quirements  and  equities. 

Spare  parts  repair  kit  provisioning  docu- 
ment  for  USAF  contracts. 

SUBPART  C— STATEMENT  OF  PROVISIONING 

POLICY  (AMC- FORM  263)  AND  PROGRAM¬ 
ING  CHECKLIST  (AMC  FORM  321  SERIES) 

§  1055.302  Procedures,  (a)  Contnrt 
Provision  MCP  71-649,  “Spare  Parts  1 
Provisioning  Document  for  USAF  Aero¬ 
nautical  and  Supporting  Equipment 
Contracts”  provides  that  AMC  Form 
263,  “Statement  of  Policy  To  Provide 
Data  Governing  Initial  Provisioning  of 
Spare  Parts,”  and  AMC  Form  321,  “Pro* 
graming  Checklist,”  or  AMC  Form  321A 
“Programing  Checklist — Electronics  and 
Armament,”  will  be  furnished  by  the 
Government  to  the  contractor. 

(b)  Contracting  officers  will  furntii 
the  contractor  (or  prospective  contrac¬ 
tors)  AMC  Form  263  and  AMC  Form  311 
or  AMC  Form  321A,  whichever  is  ap¬ 
plicable,  as  follows : 

(1)  For  sole  source  procurements  the 
subject  forms  will  be  furnished  to  the 
contractor  concurrently  with  the  award 
of  contract. 

(2)  For  multiple  source  procurement! 
(competitive)  AMC  Form  263  will  be 
included  in  each  Invitation  for  Bid  « 
Request  for  Proposal  forwarded  to  pro¬ 
spective  contractors.  Upon  award  ot 
contract,  the  contractor  will  be  concur¬ 
rently  furnished  AMC  Form  321  or  AMC 
Form  321A,  whichever  is  applicable. 

(c)  Contract  Provision  MCP  71-66d. 
“Short-Form  Spare  Parts  Selection  Pro¬ 
cedure”,  provides  that  the  Government 
will  furnish  the  contractor  AMC  Fof* 
321  or  AMC  Form  321A,  whichever  is  ap¬ 
plicable,  concurrently  with  the  award  4 
contract. 
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(d)  Contract  Provision  MCP  71-666A, 
“Short-Form  Spare  Parts  Selection  Pro¬ 
cedure— Follow-on  Contract  Applica¬ 
tion  Only”  provides  that  the  Government 
furnish  the  contractor  AMC  Form 
321  or  AMC  Form  321A,  whichever  is  ap¬ 
plicable,  concurrently  with  the  award  of 

contract. 

<ubpart  d— approval  of  spare  parts  or 
ground  support  equipment  exhibits  and 

ISSUANCE  OF  SUPPLEMENTAL  AGREEMENTS 

§  1055.402  Procedures  and  responsi¬ 
bilities.  (a)  Spart  parts  and  ground 
support  equipment  lists  will  be  furnished 
by  the  contractor  to  the  administrative 
contracting  officer  according  to 'the  au¬ 
thorized  contractual  provisioning  docu¬ 
ments  appended  to  or  referenced  in  the 
contracts. 

<b)  Following  the  submission  of  priced 
jpare  parts  and  ground  support  equip¬ 
ment  lists,  the  administrative  contract¬ 
ing  officer  will  review  the  prices 
contained  therein.  When  it  has  been  de¬ 
termined  that  the  prices  are  considered 
fair  and  reasonable,  the  administrative 
contracting  officer  will  issue  and  sign  a 
supplemental  agreement  adding  the  ex¬ 
hibit  to  the  contract,  provided  that  sup¬ 
ply  approval  of  items  and  quantities 
has  been  previously  furnished  and  that 
it  is  within  the  fund  limitations  set 
forth  in  the  contract. 

(c)  If  excess  funds  for  spare  parts  and 
ground  support  equipment  remain  after 
processing  of  the  final  priced  spare  parts 
and  ground  support  equipment  lists,  the 
funds  will  be  released  according  to  exist¬ 
ing  procedures.  The  final  priced  spare 
parts  of  ground  support  equipment 
lists  are  lists  published  by  the  contrac¬ 
tor  which  meet  both  of  the  following 
conditions: 

(1)  The  contractor  has  assured  the 
administrative  contracting  officer  that 
no  further  engineering  change  proposals 
affecting  the  end  item(s)  under  contract 
will  be  published. 

(2)  No  additional  orders  for  items  and 
quantities  are  to  be  processed  according 
to  the  contractual  provisioning  docu¬ 
ments  appended  to  or  referenced  in  the 
contracts. 

(d)  If  the  contract  involved  contains 
a  price  revision  clause  and  the  ceiling 
price  is  specified  in  dollars  (for  example, 
a  Form  E) ,  the  final  supplemental  agree¬ 
ment  incorporating  spare  parts  and 

•  ground  support  equipment  will  make  an 
appropriate  change  in  the  ceiling-price 
figure  specified  in  the  contract. 

SUBPART  E — INTERIM  SPARE  PARTS  KITS  TO 
MAINTAIN  EXPERIMENTAL  AND  DEVELOP¬ 
MENTAL  EQUIPMENT 

1 1055.503  Definition.  “Research  and 
development  interim  spare  parts  kits” 
means  those  peculiar  spare  parts,  com¬ 
ponents,  and  testing  or  handling  equip¬ 
ment  which  in  the  estimation  of  the 
contractor  would  normally  be  required 
for  support  during  the  testing  period 
only. 

5 1055.504  Responsibilities,  (a) 
ABDC  will  provide  for  interim  spare 
Parts  kits  to  maintain  experimental  and 
development  equipment  for  test  and 
evaluation. 
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(b)  The  procuring  contracting  officer 
will  provide  for  a  spare  parts  list  in  the 
contract  as  a  separate  line  item. 

(c)  The  administrative  contracting 
officer  will: 

(1)  Obtain  from  the  contractor  a  list 
of  recommended  spare  parts  for  interim 
spare  parts  kits. 

(2)  Obtain  project  officer’s  approval 
of  the  contractor’s  list  through  the  pro¬ 
curing  contracting  officer. 

(3)  Negotiate  with  the  contractor 
prices  of  spare  parts  lists  which  have 
been  approved  by  the  project  officer. 

(4)  Make  contractual  adjustment 
when  the  spare  parts  list  is  defiinitized. 

SUBPART  F — REVIEW  OF  DOCUMENTS  ESTAB¬ 
LISHING  PRICES  FOR  SUPPORT  ITEMS 

§  1055.602  Review  board  membership 
and  functions,  (a)  A  review  board  will 
be  established  at  each  air  procurement 
district  or  AF  plant  representative  office, 
as  appropriate. 

(b)  The  review  board  will  consist  of 
at  least  two  members  having  technical 
or  cost  knowledge  of  items  which  they 
will  review.  The  board  will  review  docu¬ 
ments  which  establish  prices  for  articles 
procured  under  open  contracts  or  under 
the  terms  of  a  contractual  provisioning 
document  when  the  total  value  (or  in 
the  case  of  spare  parts  change  requests 
and  supplemental  agreements,  the  gross 
debit  dollar  value)  of  such  documents 
exceeds  $100,000. 

§  1055.603  Procedures  and  responsi¬ 
bilities.  (a)  Documents  which  establish 
prices  will  be  furnished  by  the  contractor 
to  the  administrative  contracting  officer 
according  to  the  applicable  contractual 
provisioning  document  appended  to  or 
referenced  in  the  contract,  or  according 
to  the  applicable  open  contract.  The 
administrative  contracting  officer  will  re¬ 
view  the  documents.  If  he  considers  the 
prices  fair  and  reasonable,  the  adminis¬ 
trative  contracting  officer  will  forward 
each  document  whose  total  price  ex¬ 
ceeds  $100,000  to  the  review  board  by 
DD  Form  96  “Disposition  Form,”  stating 
reasons  why  prices  are  considered  fair 
and  reasonable. 

(b)  The  review  board  will  review  the 
documents,  and  recommend  approval  or 
disapproval,  giving  reasons.  In  consider¬ 
ing  the  acceptability  of  the  negotiated 
prices,  the  board  should  consider  (1)  the 
overall  reliability  of  the  contractor’s 
pricing  system,  (2)  the  degree  to  which 
individual  prices  were  checked  against 
accounting  records,  (3)  the  extent  to 
which  value  can  be  placed  on  individual 
items  by  comparison  with  similar  items 
or  by  use  of  the  judgment  of  AF  per¬ 
sonnel  familiar  with  production  methods 
and  costs.  The  board  will  then  attach 
its  recommendations  to  papers  submitted 
by  the  administrative  contracting  officer 
and  forward  them  to  the  AF  plant 
representative  or  chief,  air  procurement 
district,  for  administrative  approval.  If 
the  review  board  is  unable  to  reach  a 
unanimous  decision,  all  dissenting  com¬ 
ments  will  be  forwarded  with  the  major¬ 
ity  recommendation. 

(c)  After  administrative  approval  or 
disapproval  by  the  AF  plant  representa¬ 
tive  or  chief,  air  procurement  district. 


the  documents  will  be  returned  to  the 
administrative  contracting  officer.  If 
disapproved,  reasons  for  disapproval  will 
be  furnished. 

(d)  In  cases  of  disapproval,  the  admin¬ 
istrative  contracting  officer  will  take  cor¬ 
rective  action  and  resubmit  the  docu¬ 
ments  to  the  review  board. 

(e)  If  the  documents  are  approved,  the 
administrative  contracting  officer  will 
take  action  to  incorporate  these  docu¬ 
ments  into  the  proper  contract. 


Part  1056 — Contracts  Entered  Into 
Under  Authority  or  Title  II,  First 
War  Powers  Act,  1941,  as  Amended 

Sec.  ^ 

1056.002  Authority. 

1056.003'  Air  Force  contract  adjustment 
board. 

1056.004  Cases  within  jurisdiction  of  organi¬ 
zations  at  level  lower  than  Air  Force 
contract  adjustment  board. 

1056.005  Preparation  of  cases. 

1056.008  Power  of  denial. 

1056.010  Required  statements. 

1056.011  Required  warranty. 

1056.012  Conflicting  instructions. 

1056.014  Regulations  approved  by  the  Sec¬ 
retary  of  Defense. 

1056.014-1  Regulations  of  February  21, 1951, 
as  amended. 

1056.014-2  Regulations  of  July  17, 1951. 
1056.015  Delegations  of  authority. 

1056.015-1  Delegations  with  respect  to  reg¬ 
ulations  of  February  21, 1951. 

1056.015-2  Delegations  with  respect  to  regu¬ 
lations  of  July  17, 1951. 

Authority  :  §§  1056.002  to  1056.015-2  is¬ 

sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314, 
70A  Stat.  127-133;  10  U.  S.  C.  2301-2314. 

§  1056.002  Authority,  (a)  Title  II  of 
the  First  War  Powers  Act,  1941  (50  U.  S. 
Code,  App.  sec.  611)  as  amended  by  Pub¬ 
lic  Law  921,  81st  Congress,  is  quoted  as 
follows: 

Sec.  201.  The  President  may  authorize  any 
department  or  agency  of  the  Government 
exercising  functions  in  connection  with  the 
national  defense,  in  accordance  with  regula¬ 
tions  prescribed  by  the  President  for  the 
protection  of  the  interest  of  the  Government, 
to  enter  into  contracts  and  into  amendments 
or  modifications  of  contracts  and  into 
amendments  or  modifications  of  contracts 
heretofore  or  hereafter  made  and  to  make 
advance,  progress,  and  other  payments 
thereon,  without  regard  to  the  provisions  of 
law  relating  to  the  making,  performance, 
amendment,  or  modification  of  contracts 
whenever  he  deems  that  such  action  would 
facilitate  the  national  defense:  Provided, 
That  nothing  herein  shall  be  construed  to 
authorize  the  use  of  the  cost-plus-a-per- 
centage-of-cost  system  of  contracting:  Pro¬ 
vided,  further.  That  nothing  herein  shall  be 
construed  to  authorize  any  contracts  in  vio¬ 
lation  of  existing  law  relating  to  limitation 
of  profits :  Provided  further.  That  all  acts  un¬ 
der  the  authority  of  this  section  shall  be 
made  a  matter  of  public  record  under  regu¬ 
lations  prescribed  by  the  President  and  when 
deemed  by  him  not  to  be  incompatible  with 
the  public  interests:  Provided  further.  That 
all  contracts  entered  into,  amended,  or  modi¬ 
fied  pursuant  to  authority  contained  in  this 
section  shall  Include  a  clause  to  the  effect 
that  the  Comptroller  General  of  the  United 
States  or  any  of  his  duly  authorized  repre¬ 
sentatives  shall  have  access  to  and  the  right 
to  examine  any  pertinent  books,  documents, 
papers,  and  records  of  the  contractor  or*  any 
of  his  subcontractors  engaged  in  the  per- 


-35 


RULES  AND  REGULATIONS 


of  its  duties  as  set  forth  herein,  (m  • 

its  own  method  of  procedure  and  ruleTnl  h 
regulations  for  its  conduct,  (iii)  present 
the  type  of  information  and  proof  to  be  nth! 
mitted  to  it  and  to  the  approving  authori 
ties  referred  to  in  paragraph  2b  hereof  in 
connection  with  requests  referred  to  it  » 
to  such  approving  authorities,  as  the  tJl 
may  be,  and  (iv)  make  provision  for  at 
maintaining  of  complete  data  as  to  all  con 
tracts  and  amendments  to  contracts  mad* 
pursuant  to  the  Regulations  and  in  aid  thee! 
of  establish  such  reporting  procedures  as 
it  may  consider  necessary. 

Pursuant  to  this  authority,  the  procedu-t 
herein  set  forth  shall  be  followed  in  process- 
ing  to  this  Board  requests  by  contractor! 
for  (i)  amendments  without  consideration. 

(ii)  correction  of  mistakes  in  contracts,  and 

(iii)  formalization  of  informal  commitments 
Such  procedure  shall  apply  equally  to  re¬ 
quests  by  contractors  for  correction  of  mis¬ 
takes  in  contracts  and  formalization  of  in. 
formal  commitments  submitted  for  approval 
to  approving  authorities  other  t.hnn  the 
Board  pursuant  to  paragraph  2b  of  the  mem- 
orandum  of  March -7,  1951,  referred  to  above. 

In  forwarding  to  the  Board  requests  for 
authority  to  (i)  amend  contracts  without 
consideration,  (ii)  correct  mistakes  in  con- 
tracts,  and  (iii)  formalize  informal  commit¬ 
ments,  there  shall  be  included: 

a.  Specific  finding  by  the  | Deputy  Direc¬ 
tor/Procurement  or  Assistant  Deputy  Direc¬ 
tor/Procurement,  Directorate  of  Procure¬ 
ment  and  Production,  Hq  AMC]  or  higher 
authority  at  AMC,  that  taking  the  action 
requested  will  facilitate  the  national  defense, 
together  with  a  recommendation  for  ap¬ 
proval  of  the  request. 

b.  Concurrence  in  such  finding  and  rec¬ 
ommendation  by  the  Deputy  Chief  of  Staff, 
Materiel,  or,  while  he  Is  so  acting,  by  the 
person  acting  for  the  time  being  as  Deputy 
Chief  of  Staff,  Materiel. 

Parti 

Requests  for  Amendments  Without 
Consideration 

Amendments  without  consideration  re¬ 
quire  approval  of  the  Board.  Requests  there¬ 
for,  which  are  favorably  recommended,  shall 
be  submitted  to  the  Board  for  decision.  Re¬ 
quests  which  are  unfavorably  considered  by 
contracting  officers  or  higher  authority  con¬ 
cerned  may  be  denied  by  such  persons  and 
in  such  event  need  not  be  submitted  to  the 
Board. 

1.  Each  request  forwarded  to  the  Board  for 
action  will  be  accompanied  by  a  full  state¬ 
ment  of  the  circumstances  surrounding  the 
relief  requested,  including,  but  not  limited 
to,  the  following  information.  Affidavits  of 
parties  concerned  should  be  obtained  where 
deemed  necessary  or  advisable.  • 

a.  Provisions  and  status  of  contract. 

(1)  A  copy  of  the  contract,  as  amended, 
will  be  furnished. 

(2)  Brief  description  of  contract  indicat¬ 
ing  date  executed,  items  being  procured, 
price,  delivery  schedule,  and  special  clauses, 
such  as  price  adjustment,  progress  payment 
and  advance  payment  clauses. 

(3)  Extent  of  completion  of  performance 
and  amounts  paid  (including  advance  pay¬ 
ments  and  progress  payments),  indicating 
whether  final  payment  has  been  made  on  the 
contract  as  theretofore  amended. 

(4)  A  statement  showing  whether  a  claim 
or  dispute  with  respect  to  the  subject  matter 
of  the  request  has  been  referred  to  the  Gen¬ 
eral  Accounting  Office  or  other  Government 
agency,  and  the  status  thereof. 

b.  Factors  creating  need  for  relief. 

( 1 )  Nature  of  items  being  procured  (stand¬ 
ard,  new  or  experimental). 

(2)  Previous  experience  of  contractor  with 
Bimilar  production. 


ormance  of  and  involving  transactions  re-  siderations,  this  limitation  will  not  be 
ated  to  such  contracts  or  subcontracts.  applicable. 

(b)  Excerpt  from  Public  Law  921,  81st  <6)  The  authority  granted  will  not  be 
Congress  as  amended,  is  quoted  as  exercised  to  grant  relief  in  any  form  to 
nllows  •  a  contractor  under  a  contract  for  the 

.  sale  of  Government-owned  surplus  prop- 

Sec.  2.  Title  Il  of  such  Act,  as  amended,  erty  when  a  contractor  requests  relief 
shall  remain  in  force  during  the  national  .  .  „nntl.art  thp  rpm.pst  wil] 

unergency  proclaimed  by  the  President  under  SUCha  contract,  tne  request  Will 
December  16  1950,  or  until  such  earlier  time  be  processed  to  the  Comptroller  General 
is  the  Congress  by  concurrent  resolution  or  of  the  United  States  for  resolution. 

-he  President  may  designate,  but  in  no  event  (b)  Formalization  of  commitments. 
eeyond  June  30, 1957.  .  Subject  to  the  following  limitations: 

Sec.  3.  Nothing  in  this  Act  shall  prejudice  Q)  The  amount  to  be  paid,  resulting 
mything  heretofore  done  under  the  said  from  the  formalization  of  the  COmmit- 
ntle  II  of  the  First  War  Powers  Act ,1941 .or  ment  does  not  exceed  $50>030< 

;he  continuance  in  force  of  any  action  here-  _.  .  .  ... 

tofore  taken  thereunder.  ,  (2>  No  claim  relating  to  the  furnish¬ 

ing  of  materials,  services,  or  facilities  has 

§  1056.003  Air  Force  Contract  Adjust-  been  referred  to  the  General  Accounting 
ment  Board.  The  Air  Force  Contract  office. 

Adjustment  Board  has  been  created  by  (3)  Where  the  instructions  or  request 
the  Secretary  of  the  Air  Force  to  review  to  proceed  are  of  the  type  which,  when 
and  approve  or  disapprove  most  requests  given,  could  properly  have  been  em- 
by  AF  contractors  for  relief  under  the  bodied  in  a  change  order,  supplemental 
regulations  of  February  21,  1951,  as  agreement,  or  other  amendment  under  a 
amended.  >  then  existing  contract,  approval  of  the 

§  1056.004  Cases  within  jurisdiction  final  voucher  must  not  have  occurred 
of  organizations  at  level  lower  than  Air  under  the  contract  as  theretofore  for- 
F or ce  Contract  Adjustment  Board.  Au-  mally  amended  in  writing, 
thority  to  approve  requests  for  relief  has  ^  Revision  of  contract  delivery 
been  delegated  below  the  level  of  the  Air  schedules.  Subject  to  the  following  limi- 
Foroe  Contract  Adjustment  Board  in  the  tations. 

following  cases  only  (see  §  1056.015  for  The  delinquency  has  caused  no 

level  of  delegation) :  -  substantial  damage  to  the  Government. 

(a)  Correction  of  mutual  mistakes.  *2)  The  delinquency  was  not  occa- 
Subject  to  the  following  limitations:  fioned  by  willful  action  or  gross  neg- 

(1)  The  approval  of  relief ,  whether  by  hgence  of  the  contractor. 

way  of  release  from  performance  or  ad-  (3 J  Tlie  revision  of  the  delivery  sched- 

justment  of  the  contract  price  or  terms,  uIe  does  not  deal  with  or  directly  affect 
will  not,  in  the  opinion  of  the  approving  ixiattcr  which  has  been  referred  to 

authority,  result  in  an  actual  or  poten-  the  General  Accounting  Office, 
tial  increase  in  cost  to  the  Government  (4>  The  delivery  schedule  will  not  be 
in  excess  of  $50,000,  provided,  however,  icvised  when  the  effect  theieof  will  be 
that  where  the  potential  increase  in  cost  to  waive  accrued  liquidated  damages, 
to  the  Government  cannot  be  estimated  .  The  authority  will  not  be  exer- 
with  reasonable  accuracy,  no  further  ap-  cised  with  respect  to  contracts  for  ap¬ 
proval  wrill  be  required  if  it  is  determined  craft,  engines,  or  propellers, 
by  the  approving  authority  that  such  §  1056.005  Preparation  of  cases.  Air 
potential  increase  in  cost  will  probably  Force  Contract  Adjustment  Board  Pro- 
not  exceed  $50,000.  cedure  No.  1  (reprinted  in  full  in  this 

(2)  The  correction  of  the  mistake  section)  will  be  followed  item  by  item 

must  not  deal  with  or  directly  affect  any  by  contractors  when  submitting  requests 
matter  under  the  contract  which  has  for  relief.  Contractors  will  be  furnished 
been  referred  to  the  General  Accounting  copies  of  Air  Force  Contract  Adjustment 
Office.  Board  Procedure  No.  1  by  contracting 

(3)  The  notice  of  mistake  must  be  officers  and  will  answer  each  item  except 
given  by  the  contractor  to  the  contract-  item  lc  of  Part  I. 
ing  officer  before  completion  of  perform¬ 
ance  or  before  the  giving  of  notice  of 
termination  of  the  contract,  as  the  case 
may  be. 

(4)  The  authority  granted  will  not  be 
exercised  after  approval  of  the  final 
voucher  under  the  contract. 

(5)  Where  the  contract  was  entered 
into  by  means  of  formal  advertising,  the 
change  must  not  result  in  the  payment 
to  the  contractor  of  a  sum  in  excess  of 
the  next  lowest  responsive  bid  of  a  re¬ 
sponsible  bidder.  Where  the  contract 
was  entered  into  by  means  of  negotiation, 
the  change  must  not  result  in  payment 
to  the  contractor  of  a  sum  in  excess  of 
the  amount  of  any  other  proposal  con¬ 
sidered  in  the  negotiations,  provided 
that,  where  the  contract  was  not  placed 
on  the  basis  of  competition  as  to  price, 
but  primarily  on  the  basis  of  other  con- 


Department  of  the  Air  Force 
Washington 

Office  of  the  Secretary  April  23, 1951 

air  force  contract  adjustment  board 

PROCEDURE  NO.  1 

Reference  is  made  to  the  memorandum 
from  the  Acting  Under  Secretary  of  the  Air 
Force  to  Chief  of  Staff,  Vice  Chief  of  Staff, 
and  Deputy  Chief  of  Staff,  Materiel,  dated 
March  7,  1951,  subject:  “Amendments  of 
Contracts  without  Consideration,  Correction 
of  Mistakes  in  Contracts,  and  Formalization 
of  Informal  Commitments  under  Title  II  of 
the  First  War  Powers  Act,  as  amended,  and 
and  Executive  Order  No.  10210  issued 
thereunder,”  establishing  the  Air  Force  Con¬ 
tract  Adjustment  Board  and  vesting  in  the 
Board  certain  authority  and  duties  under 
the  Act  and  the  Executive  Order.  Such 
memorandum  .provides : 

The  Board  shall  (i)  have  all  powers  neces¬ 
sary  and  incident  to  the  proper  performance 


Saturday,  March  1 ,  1958 

/si  Changes  in  conditions  or  Government  < 
Jion  affecting  contractor’s  costs.  1 

Cost  experience  of  the  contractor 
jnder  the  contract,  and  relation  to  original  { 
-timates. 

(5)  Reserves  or  allowances  included  in  1 
.Lnftl  price  for  the  particular  contingency  < 

0f  which  the  request  for  relief  arises.  < 
Mature  and  amount  of  reserves  or  allowances 
for  other  contingencies  included  in  original  < 
nrice  and  an  analysis  of  the  extent,  if  any,  1 
to  which  such  other  reserves  or  allowances 
Mve  been  exhausted  or  utilized.  i 

(6)  An  explanation  should  be  given  as  to 

the  matter  cannot  be.  or  has  not  been,  i 

l^ndled  under  the  terms  of  the  contract  : 

^importance  of  contract  or  contractor  to 
notional  defense . 

(1)  Size  of  contract  and  need  for  item. 

(2)  Available  sources  of  supply  other  than 
/  the  contractor. 

(3)  Quality  of  performance  by  contractor 
(rate  of  production,  delays,  rejections) . 

'  (4)  Probable  future  orders  to  contractor 
for  such  item,  or  for  other  national  defense 
work. 

d.  Extent  of  relief  needed. 

(1)  Analysis  of  financial  position  of  con¬ 
tractor,  with  certified  balance.,  sheets  and 
certified  profit  and  loss  statements,  together 
with  such  supporting  schedules,  to  the  ex¬ 
tent  practicable,  as  are  necessary  to  a  full 
understanding  of  the  financial  condition  of 
the  contractor  immediately  prior  to  the  ex¬ 
ecution  of  the  subject  contract,  throughout 
the  contract  period,  and  as  near  the  date  the 
request  is  forwarded  to  the  Board  as  may  be 
practicable. 

(2)  Estimates  of  future  costs  under  the 
contract  accompanied  by  an  analysis  of  all 
variances  from  costs  as  originally  estimated 
by  the  contractor,  together  with  an  explana¬ 
tion  of  the  cause  or  causes  for  any  such 
nriances. 

(3)  Other  defense  contracts  and  brief 
luminary  of  other  Government  and  non- 
Government  business  of  contractor,  indicat¬ 
ing  to  the  extent  possible  the  estimated 
profits  anticipated  under  such  contracts. 

(4)  Statement  of  responsible  officer  of  con¬ 
tractor  setting  forth  the  exact  relief  needed. 

(5)  Effect  of  granting  relief  on  profits  be¬ 
fore  Federal  income  taxes. 

(8)  Comparison  with  prices  of  other  con¬ 
tractors  within  the  same  industry. 

(7)  Effect  of  refusing  relief. 

(8)  There  should  be  indicated  whether  the 
costs  Involved,  if  any,  which  would  be  reim¬ 
bursed  to  the  contractor,  were  considered  as 
part  of  the  contractor’s  gross  costs  in  statu¬ 
tory  renegotiation  proceedings,  the  amount 
of  refund  of  excessive  profits,  and  to  what 
atent,  if  any,  the  probability  of  obtaining 
the  relief  now  proposed  was  considered. 

(9)  The  exact  relief  recommended. 

2.  There  shall  be  furnished  the  name,  ad¬ 
dress,  and  telephone  number  of  the  individ¬ 
uals  within  the  Air  Force  and  in  the  employ 
of  the  contractor  having  detailed  knowledge 
oi  the  facts. 

Part  n 

Requests  for  Correction  of  Mistakes 
in  Contracts 

1.  Each  request  forwarded  to  the  Board 
for  action  will  be  accompanied  by  a  full  state¬ 
ment  of  the  circumstances  surrounding  the 
relief  requested,  including,  but  not  limited 
to,  the  following  information.  Affidavits  of 
P»rtles  concerned  should  be  obtained  where 
deemed  necessary  or  advisable, 
a  The  information  set  forth  in  paragraph 
lalb  (6),  Id  (4),  (6),  (7),  (8),  (9),  and 
Peragraph  2  of  Part  I  hereof,  and  any  other 
information  set  forth  in  Part  I  hereof  to  the 
Went  relevant  to  the  particular  case. 

|  b.  That  an  error  or  mistake  was  made  or 
that  a  misunderstanding  or  ambiguity  exists. 


FEDERAL  REGISTER 

of  what  it  consists  and  how  it  occurred,  and 
the  true  intention  of  the  part  or  parties. 

c.  Whether  notice  of  the  mistake  was 
given  by  the  contractor  to  the  contracting 
officer  before  completion  of  performance  by 
the  contractor  or  before  notice  of  termination 
of  the  contract,  and  whether  such  notice  was 
communicated  formally  or  informally. 

d.  The  amount  of  actual  or  potential  in¬ 
crease  in  cost  to  the  Government  resulting 
from  the  adjustment  Involved  in  the  correc¬ 
tion  of  the  mistake,  indicating  whether  such 
adjustment  will  be  $50,000  or  more. 

e.  Where  the  contract  was  entered  into  by 
means  of  formal  advertising,  that  such  cor¬ 
rection  will  not  result  in  payment  to  the 
contractor  of  a  sum  in  excess  of  the  next 
lowest  responsive  bid  of  a  responsible  bidder. 

f.  Where  the  contract  was  entered  into  by 
negotiation,  that  either  such  correction  will 
not  result  in  payment  to  the  contractor  of 
a  sum  in  excess  of  the  amount  of  any  other 
proposal  considered  in  the  negotiations,  or 
that  the  contract  was  not  placed  on  the  -basis 
of  competition  in  which  case  there  shall  be 
included  a  brief  summary  of  such  other 
considerations. 

Part  III 


Requests  for  Formalization  of  Informal 
Commitments 

1.  Each  request  forwarded  to  the  Board  for 
action  will  be  accompanied  by  a  full  state¬ 
ment  of  the  circumstances  surrounding  the 
relief  requested,  including,  but  not  limited 
to,  the  following  information.  Affidavits  of 
parties  concerned  should  be  obtained  where 
deemed  necessary  or  advisable. 

a.  The  original  or  photostatic  copies  of  any 

written  instructions  and  a  full  statement  of 
any  oral  instructions,  relied  upon  by  the 
claimant.  t 

b.  Identification  of  any  officer  or  agent 
upon  whose  authority  to  bind  the  Govern¬ 
ment  the  claimant  relied,  together  with  a 
statement  by  the  claimant  that  he,  in  fact, 
relied  upon  such  authority. 

c.  A  statement  of  when  and  to  whom  such 
materials,  services,  or  facilities  were  fur¬ 
nished  or  were  arranged  to  be  furnished,  and 
of  the  arrangements  made  for  furnishing 
them,  showing  whether  or  not  at  the  time 
of  furnishing  or  arranging  to  furnish  such 
materials,  services  or  facilities  the  claimant 
intended  to  be  directly  compensated  for  the 
same  by  the  Government. 

d.  A  finding  that  the  amount  claimed  con¬ 
stitutes  fair  compensation  for  the  materials, 
services  or  facilities  furnished  or  arranged  to 
be  furnished  such  finding  shall  be  supported 
by  (i)  substantiating  evidence,  (ii)  state¬ 
ment  of  profit  allowance,  if  any,  and  (iii) 
an  explanation  of  the  scope  of  the  investiga¬ 
tion  of  the  costs  incurred. 

e.  A  statement  of  the  reasons  why  the 
proposed  action  was  not  timely  embodied'  in 
an  appropriate  supplemental  agreement, 
change  order  or  contract. 

f.  A  brief  description  of  the  contract,  if 
any,  to  which  the  request  is  related,  includ¬ 
ing  a  copy  of  such  contract,  as  amended. 

g.  A  statement  showing  whether  a  claim 
or  dispute  with  respect  to  the  subject  mat¬ 
ter  of  the  request  has  been,  or  is  being, 
submitted  to  the  General  Accounting  Office 
and,  if  so,  of  the  status  thereof. 


part  of  the  contractor’s  gross  costs  in  statu¬ 
tory  renegotiation  proceedings,  the  amount 
of  refund  of  excessive  profits,  and  to  what 
extent,  if  any,  the  probability  of  obtaining 
the  relief  now  proposed  was  considered. 

2.  There  shall  be  furnished  the  name,  ad¬ 
dress,  and  telephone  number  of  the  individ¬ 
uals  within  the  Air  Force  and  in  the  employ 
of  the  contractor  having  detailed  knowledge 
of  the  factB. 

.  Part  IV 
Reporting 

The  Board  shall  be  furnished  promptly 
with  a  written  report  of  each  request  ap¬ 
proved  pursuant  to  the  authority  delegated 
in  paragraph  2b  of  the  memorandum  of 
March  7,  1951,  which  involves  in  excess  of 
$1,000.  Such  report  will  contain  the  follow¬ 
ing: 

1.  A  copy  of  the  contract  or  amendment 
which  accomplishes  the  correction  of  the 
mistake  or  the  formalization  of  the  informal 
commitment. 

2.  A  summary  of  the  facts  and  evidence 
upon  which  such  action  is  based. 

[S]  J.  S.  I  MIRE, 

Chairman,  ' 

Air  Force  Contract  Adjustment  Board. 

§  1056.008  Power  of  denial.  All  re¬ 
quests  by  contractors  for  amendment 
without  consideration,  correction  of  mis¬ 
takes  in  contracts,  or  formalization  of 
commitments  and  all  applications  for  re¬ 
vision  of  delivery  schedules  may  be  de¬ 
nied  by  the  authority  referred  to  in 
§  1056.015  and  in  such  event  need  not 
be  submitted  to  the  Air  Force  Contract 
Adjustment  Board. 

§  1056.010  Required  statements.  All 
contracts  and  amendments  made  under 
authority  of  Public  Law  921,  81st  Con¬ 
gress;  Executive  Order  10210  (16  FR 
1049),  and  the  Regulations  thereunder 
will — 

(a)  Make  reference  to  the  act  and  the 
Executive  order. 

(b)  Contain  a  statement  pf  the  facts 
and  circumstances  which  justify  action. 

(c)  Include  a  finding  that  the  national 
defense  is  facilitated  thereby. 

(d)  Include  the  Examination  of  Rec¬ 
ords  clause  set  forth  in  Part  III,  para¬ 
graph  Id,  of  the  Regulations  of  February 
21,  1951,  as  amended  (see  §  1056.014-1), 
notwithstanding  the  fact  that  the  con¬ 
tract  to  be  amended  contains  no  Exam¬ 
ination  of  Records  clause  or  contains  a 
different  one  than  that  set  forth  in  the 
above-cited  paragraph. 

§  1056.011  Required  warranty.  Every 
contract  entered  into,  amended,  or  modi¬ 
fied  pursuant  to  this  section  will  contain 
the  Covenant  Against  Contingent  Fees 
t  Clause  set  forth  in  §  7.103-20  of  this  title. 

§  1056.012  Conflicting  instructions. 
;  To  the  extent  that  provisions  of  this  sec¬ 
tion  are  in  conflict  with  provisions  of 


h.  where  the  instructions  or  request  to  other  directives,  the  provisions  of  this 
proceed  are  of  the  type  which,  when  given,  section  apply. 


could  properly  have  been  embodied  in  a 
change  order,  supplemental  agreement,  or 
other  amendment  under  a  then  existing 
contract,  a  statement  will  be  submitted  in¬ 
dicating  whether  final  payment  or  the  ap¬ 
proval  of  the  final  voucher  under  the  contract 
as  theretofore  formally  amended  in  writing 
has  occurred. 

i.  There  should  be  indicated  whether  the 
costs  involved,  if  any,  which  would  be  reim¬ 
bursed  to  the  contractor,  were  considered  as 


§  1056.014  Regulations  approvedy  by 
the  Secretary  of  Defense. 

§  1056.014-1  Regulations  of  February 
21,  1951,  as  amended.  The  regulations 
quoted  in  this  section  apply  to  amend¬ 
ment  of  contracts  without  consideration, 
correction  of  mistakes  in  contracts,  and 
formalization  of  informal  commitments. 


RULES  AND  REGULATIONS 


(b)  The  Contractor  further  agrees  in  i  ' 
elude  in  all  his  subcontracts  hereunder  »hi  h 
may  hereafter,  be  made,  a  provision  to  fh 
effect  that  the  subcontractor  agrees  that  thf 
Comptroller  General  of  the  United  States1™ 
any  of  his  duly  authorized  representative 
shall,  until  the  expiration  of  3  year8 
final  payment  under  the  subcontract  h&» 
access  to  and  the  right  to  examine  anvrt? 
rectly  pertinent  books,  documents,  pane, 
and  records  of  such  subcontractor  involve 
transactions  related  to  the  subcontract 
The  term  “subcontract”  as  used  tn  thk 
clause  excludes  (i)  purchase  orders  not  ex 
ceeding  $1,000,  and  (ii)  subcontracts  or 
purchase  orders  for  public  utility  BemhZ 
at  rates  established  for  uniform  applicability 
to  the  general  public.  [As  amended  12  Janii 
ary  1954-1  >  u* 

A  ‘*2.  Complete  data  shall  be  maintained  by 
each  Department  as  to  all  contracts  and 
amendments  to  contracts  made  pursuant  tn 

reguia- 


adjustment  In  the  contract  will  be  made  and 
its  extent. 

(a)  Where  the  Government  action  is  di¬ 
rected  primarily  at  the  Contractor  and  is 
taken  by  the  Government  in  its  capacity  as 
the  other  contracting  party,  the  contract  may 
be  equitably  adjusted  if  fairness  so  requries. 
Thus,  where  such  Government  action,  al¬ 
though  not  creating  any  liability  on  its  part, 
increases  the  cost  of  performance,  consid¬ 
erations  of  fairness  may  make  appropriate 
some  equitable  adjustment  in  the  contract. 

(b)  When  the  action  is  not  taken  by  the 
Government  in  its  capacity  as  the  other  con¬ 
tracting  party,  but  in  its  sovereign  capacity, 
relief  will  generally  not  be  granted.  How¬ 
ever,  exceptional  cases,  depending  on  the  na¬ 
ture  of  the  action,  the  circumstances,  and 
the  effect  on  the  Contractor,  may  require  an 
equitable  adjustment  in  the  contract  when 
necessary  to  insure  maximum  cooperation 
and  production  in  the  national  defense 
effort. 

b.  Correction  of  mistakes. 

(1)  Effecting  amendments  of  contracts 
with  the  least  possible  delay  to  correct  mu¬ 
tual  mistakes  and  ambiguities  will  facilitate 
the  national  defense  by  expediting  the  pro¬ 
curement  program  and  by  giving  contractors 
proper  assurance  that  such  mistakes  and 
ambiguities,  unavoidable  in  an  expanded  de¬ 
fense  program,  will  be  corrected  expedi¬ 
tiously  and  fairly.  As  used  herein  the  term 
“mutual  mistakes”  shall  include: 

(a)  A  mistake  which  consists  of  the  fail¬ 
ure  to  express  in  a  written  contract  the 
agreement  as  both  parties  understood  it; 

(b)  A  mistake  on  the  part  of  the  Contrac¬ 
tor  which  is  so  obvious  that  it  was  or  should 
have  been  apparent  to  the  Contracting  Offi¬ 
cer;  and 

(c)  A  mutual  mistake  as  to  a  material 
fact. 

c.  Formalization  of  commitments. 

( 1 )  Where  any  person  has  arranged  to  fur¬ 
nish  or  has  furnished,  on  or  after  June  25, 
1950,  to  a  contracting  agency  of  the  Depart¬ 
ment  of  Defense  or  to  a  defense  contractor 
any  materials,  services,  or  facilities  relating 
to  the  national  defense,  without  a  formal 
contract,  relying  in  good  faith  upon  the  ap¬ 
parent  authority  of  an  officer  or  agent  of  such 
contracting  agency,  written  or  oral  instruc¬ 
tions,  or  any  other  request  to  proceed  from 
a  contracting  agency,  such  contracting  agency 
may  enter  into  an  appropriate  contract  pro¬ 
viding  fair  compensation  therefor.  Formali¬ 
zation  of  such  commitments  under  such 
circumstances  will  facilitate  the  national  de¬ 
fense  by  assuring  contractors,  who  have 
taken  action  to  expedite  performance  or  de¬ 
livery  without  a  formal  contract,  that  they 
will  be  treated  fairly  and  paid  expeditiously. 

Part  III 

Contractual  Provisions  and  Record 
Requirements 

1.  All  contracts  and  amendments  to  con¬ 
tracts  made  under  the  authority  of  the 
foregoing  regulations  shall: 

a.  Make  reference  to  the  act  and  the  Ex¬ 
ecutive  order; 

b.  Contain  a  statement  of  the  facts  and 
circumstances  which  justify  action; 

c.  Include  a  finding  that  the  national  de¬ 
fense  is  facilitated  thereby;  and 

d.  Include  the  following  clause: 

EXAMINATION  OF  RECORDS 

(a)  The  Contractor  agrees  that  the  Comp¬ 
troller  General  of  the  United  States  or  any 
of  his  duly  authorized  representatives  shall, 
until  the  expiration  of  3  years  after  final 
payment  under  this  contract,  have  access 
to  and  the  right  to  examine  any  directly 
pertinent  books,  documents,  papers,  and 
records  of  the  Contractor  involving  transac¬ 
tions  related  to  this  contract. 


Regulations  Governing  the  Exercise  of  Cer¬ 
tain  Authority  Granted  by  Title  II  of 
the  First  War  Powers  Act,  as  Amended, 
and  Executive  Order  No.  10210,  Issued 
Thereunder 

Parti 

General  Considerations 

1.  By  Title  II  of  the  First  War  Powers  Act, 
1941,  50  U.  S.  Code  App.  Sec.  611,  as  amended 
by  Public  Law  921,  81st  Congress  (herein 
referred  to  as  the  “act”),  and  Executive 
Order  No.  10210,  dated  February  2,  1951,  set 
forth  respectively  in  inclosures  (1)  and  (2) 
hereto,  the  Secretaries  of  Defense,  Army, 
Navy,  and  Air  Force  have  authority,  under 
such  regulations  as  may  be  prescribed  or 
approved  by  the  Secretary  of  Defense,  to  en¬ 
ter  into  contracts  and  into  amendments  or 
modifications  of  contracts,  heretofore  or 
hereafter  made,  and  to  make  advance, 
progress,  and  other  payments  thereon,  with¬ 
out  regard*to  the  provisions  of  law  relating 
to  the  making,  performance,  amendment,  or 
modification  of  contracts. 

2.  These  regulations  set  forth  the  stand¬ 
ards  governing  the  exercise  of  certain  of  the 
authority  made  available  by  said  act  and 
Executive  order.  These  regulations  do  not 
purport  to  cover  all  the  authority  conferred 
by  the  act  and  Executive  order,  but  are  con¬ 
fined  to  (a)  amendments  of  contracts  with¬ 
out  consideration,  (b)  correction  of  mistakes 
In  contracts,  and  (c)  formalization  of  in¬ 
formal  commitments.  The  exercise  of  other 
authority  conferred  by  the  act  and  Execu¬ 
tive  order  will  await  the  Issuance  of  supple¬ 
mental  regulations. 

3.  The  authority  granted  by  the  act  and 
the  Executive  order  as  described  herein  is  an 
extraordinary  one  and  its  exercise  must  be 
carefully  administered.  Carelessness  and 
laxity  on  the  part  of  contractors  should  not 
be  encouraged  by  the  practice  of  granting 

'  relief  to  such  contractors  even  though  denial 
of  relief  in  a  particular  case  may  result  in 
some  lack  of  cooperation  on  the  part  of  a 
contractor. 

Part  II 

Standards  Governing  Exercise  of  Authority 

1.  Any  action  taken  under  this  Part  II 
must  be  based  on  a  finding  that  the  national 
defense  will  be  facilitated  thereby. 

2.  The  determination  of  whether  in  a  par¬ 
ticular  case  a  contract  amendment  to  be 
entered  into  without  consideration,  or  the 
correction  of  a  mistake  or  ambiguity  in  a 
contract,  or  the  formalization  of  an  informal 
commitment  will  facilitate  the  national  de¬ 
fense  is  a  matter  of  sound  Judgment  to  be 
made  on  the  basis  of  all  the  facts  of  such 
case.  Although  it  is  obviously  Impossible  to 
predict  or  enumerate  all  the  types  of  cases 
with  respect  to  which  relief  may  appropri¬ 
ately  be  granted,  examples  of  certain  cases  or 
types  of  cases  where  relief  may  be  proper  are 
set  forth  below.  Such  enumeration  is  not 
intended  to  exclude  other  cases  where  the 
circumstances  are  such  as  to  warrant  the 
granting  of  relief,  and  even  in  the  enu¬ 
merated  cases  other  factors  may  result  in  a 
denial  of  relief. 

a.  Amendments  without  consideration. 

( 1 )  Where  an  actual  or  threatened  loss  on 
a  defense  contract,  however  caused,  will  im¬ 
pair  the  productive  ability  of  a  Contractor 
whose  continued  operation  as  a  source  of 
supply  is  found  to  be  essential  to  the  na¬ 
tional  defense,  th^  contract  will  generally 
be  equitably  adjusted  to  the  extent  necessary 
to  avoid  such  impairment  of  the  Contractor’s 
productive  ability. 

(2)  Where  a  contractor  suffers  a  loss  (not 
merely  diminution  of  anticipated  profits)  on 
a  defense  contract  as  a  result  of  Government 
action,  the  character  of  the  Government  ac¬ 
tion  will  generally  determine  whether  any 


amendments  to  contracts  made 
the  act.  Executive  order,  and  these" 
tions. 

Part  IV 

Exercise  of  Authority 

1.  (a)  The  authority  to  approve  any  con¬ 
tractual  amendment  without  consideration 
which  increases  the  stated  contract  price  or 
unit  price  may  not  be  delegated  below  the 
level  of  a  contract  adjustment  board  estab¬ 
lished  in  each  department,  except  in  extraor¬ 
dinary  cases  or  classes  of  cases  as  to  which 
the  Under  or  Assistant  Secretary  for  Procure¬ 
ment  of  the  department  involved  that 
there  are  special  circumstances  clearly  jus¬ 
tifying  delegation  to  a  lower  level.  Any  such 
delegation,  including  the  finding  relation 
thereto,  shall  be  reported  promptly  to  the 
Secretary  of  Defense. 

(b)  The  authority  to  approve  all  other 
types  of  contractual  amendments  without 
consideration  may  be  delegated  in  whole  or 
in  part  to  such  lower  levels  as  the  Under  or 
Assistant  Secretary  for  procurement  shall 
deem  appropriate  without  the  necessity  for 
the  finding  required  of  him  in  the  case  of 
the  contractual  amendments  referred  to  in 
paragraph  1  (a)  of  this  Part. 

(c)  Any  delegation  of  authority  with  re¬ 
spect  to  contractual  amendments  without 
consideration  may  include  the  power  of  final 
determination,  as  amended  on  12  January 
1954. 

2.  The  authority  to  approve  requests  leg 
correction  of  mistakes  and  ambiguities  in 
contracts  and  for  formalization  of  infomal 
commitments,  as  referred  to  in  Part  n  of 
these  regulations,  will  not  be  delegated  be¬ 
low  the  level  of  the  head  of  a  procuring  ac¬ 
tivity,  as  defined  in  paragraph  1-201.4  of 
the  Armed  Services  Procurement  Regula¬ 
tions,  without  specific  approval  of  toe  Under 
or  Assistant  Secretary  for  procurement. 

3.  The  exercise  of  authority  under  these 
regulations  will  be  in  accordance  with  de¬ 
tailed  instructions  or  directives,  which  shall 
be  uniform  to  the  extent  practicable,  issued 
by  each  department  concerned. 

Part  V — Reports 

The  Secretary  of  each  Department  shall 
submit  quarterly  a  report  of  activities  under 
these  regulations  In  the  form  to  be  pre¬ 
scribed  by  the  Chairman  of  the  Munitions 
Board. 

[SI  John  T.  Koehler, 

Assistant  Secretary  of  the  Navy. 

[S]  Archibald  S.  Alexander, 
Under  Secretary  of  the  Army. 

[S]  Eugene  M.  Zuckert, 
Assistant  Secretary  of  the  Air  Force. 

Approved : 

[S]  Robert  A.  Lovett. 

February  21, 1951. 

§  1056.014-2  Regulations  of  Jvlv  M. 
1951.  The  regulations  quoted  in 
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section  apply  to  revision  of  contract  de¬ 
livery  schedules. 

-jjtions  Governing  the  Authority  to 
contract  Under  Title  II  of  the  First 
^  powers  Act,  as  Amended,  and  Execu¬ 
tive  Orders  No.  10210,  Issued  Thereunder 

1  Bv  Title  II  of  the  First  War  Powers  Act, 
1941  50  U.  S.  Code,  App.  Sec.  611,  as  amended 
h  -  public  Law  921,  81st  Congress  (hereinafter 
referred  to  as  the  "act”) ,  and  Executive  Or¬ 
der  No  10210,  dated  February  2,  1951,  the 
Secretaries  of  Defense,  Army,  Navy,  and  Air 
Force  have  authority,  under  such  regulations 
«  may  be  prescribed  or  approved  by  the  Sec¬ 
retary  of  Defense,  to  enter  into  contracts  and 
into  amendments  or  modifications  of  con¬ 
tracts  heretofore  or  hereafter  made,  and  to 
make  advance,  progress,  and  other  payments 
thereon,  without  regard  to  the  provisions  of 
law  relating  to  the  making,  performance, 
amendment,  or  modification  of  contracts. 

2  Regulations,  approved  by  the  Deputy 
Secretary  of  Defense  on  February  21,  1951, 
dealt  with  the  authority  to  amend  contracts 
without  consideration,  correct  mistakes  in 
contracts,  and  formalize  informal  commit¬ 
ments  pursuant  to  Title  II  of  said  act  and 
eaid  Executive  order  issued  thereunder.  Reg¬ 
ulations  promulgated  by  the  Deputy  Secre¬ 
tary  of  Defense  on  April  6,  1951,  dealt  with 
the  authority  to  make  advance  payments 
pursuant  to  the  above  authority. 

3.  These  regulations  deal  with  the  remain¬ 
ing  authority  under  said  act  and  Executive 
order,  not  covered  by  regulations  heretofore 
promulgated,  to  enter  into  amendments  or 
modifications  of  contracts,  heretofore  or 
hereafter  made,  without  regard  to  the  provi¬ 
sions  of  law  relating  to  the  making,  per¬ 
formance,  amendment,  or  modification  of 
contracts. 

4.  it  shall  be  the  general  policy  of  each 
department  to  continue  to  effect  its  procure¬ 
ment  pursuant  to  the  authority  of  the 
Armed  Services  Procurement  Act  of  1947,  41 
U.  S.  Code  151-161,  rather  than  pursuant  to 
the  authority  of  Title  II  of  the  First  War 
Powers  Act.  Use  of  the  authority  granted  by 
the  act  and  the  Executive  order  to  enter  into 
contracts  and  into  amendments  or  modifica¬ 
tions  of  contracts,  heretofore  or  hereafter 
made,  without  regard  to  the  provisions  of 
law  relating  to  the  making,  performance, 
amendment,  or  modification  of  contracts  will 
be  limited  to  specific  situations  (i)  where  the 
authority  of  the  Armed  Services  Procurement 
Act  of  1947  or  other  authority  is  considered 
to  be  inadequate,  or  (ii)  where,  under  all 
the  circumstances,  use  of  such  authority  of 
the  act  and  Executive  order  is  considered 
necessary  and  appropriate. 

5.  All  contracts  entered  into  under  the  au¬ 
thority  of  these  regulations  shall  (i)  contain 
the  following  recitation: 

“This  contract  is  entered  into  under  the 
authority  of  Title  II  of  the  First  War  Powers 
Act,  1941,  as  amended,  and  Executive  Order 
10210." 

and  (ii)  contain  the  clause  set  forth  in  para¬ 
graph  Id  of  Part  III  of  the  Regulations  ap¬ 
proved  by  the  Deputy  Secretary  of  Defense 
on  February  21,  1951,  as  amended. 

6.  All  amendments  or  modifications  of 
contract  made  under  the  authority  of  these 
regulations  shall  contain  the  requirements 
listed  in  paragraph  1  of  Part  III  of  the  Regu¬ 
lations  approved  by  the  Deputy  Secretary  of 
Defense  on  February  21,  1951,  as  amended. 

7.  Complete  data  shall  be  maintained  by 
each  department  as  to  all  contracts  and 
amendments  or  modifications  of  contracts 
■fcade  pursuant  to  these  regulations. 

8-  The  authority  to  approve  entering  into 
contracts  and  amendments  or  modifications 
of  contracts  as  set  forth  above  pursuant  to 
to®  act  and  the  Executive  order,  will  not  be 
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delegated  below  the  level  of  the  head  of  a 
procuring  activity,  as  defined  in  paragraph 
1-201.4  of  the  Armed  Services  Procurement 
Regulation,  without  the  specific  approval  of 
the  Under  or  Assistant  Secretary  for  procure¬ 
ment. 

9.  The  exercise  of  authority  under  these 
regulations  shall  be  in  accordance  with  de¬ 
tailed  instructions  or  directives,  which  shall 
be  uniform  to  the  extent  practicable,  issued 
by  each  Department  concerned. 

[  S  j  John  T.  Koehler, 

Assistant  Secretary  of  the  Navy. 

[S]  Archibald  S.  Alexander, 
Under  Secretary  of  the  Army. 

[  S  J  Rosw’ell  I .  Gilpatric, 
Assistant  Secretary  of  the  Air  Force. 

June  12,  1951. 

Approved:  Robert  A.  Lovett, 

Deputy  Secretary  of  Defense. 

July  17,  1951. 

§  1056.015  Delegations  of  authority. 

§  1056.015- 1  Delegations  with  respect 
to  amendment  of  contracts  without  con¬ 
sideration,  correction  of  mistakes  in 
contracts,  and  formalization  of  informal 
commitments  under  Title  II  of  the  First 
War  Powers  Act.  (a)  The  Deputy  Chief 
of  Staff,  Materiel,  USAF,  has  delegated 
to  the  Commander,  AMC,  the  authority 
to  approve  and  deny  requests  for:  cor¬ 
rection  of  mistakes  in  contracts  and 
formalization  of  informal  commitments, 
and  the  authority  to  deny  requests  for 
amendments  without  consideration  sub¬ 
ject  to  the  pertinent  regulations  and 
conditions  set  forth  in  this  part.  The 
foregoing  authority  has  been  redelegated 
to  the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC,  with  power  of  redele¬ 
gation,  and  to  the  Deputy  Director  of 
Procurement  and  Production  and  the 
Deputy  Director/Procurement,  Hq  AMC, 
without  power  of  redelegation.  The  Di¬ 
rector  of  Procurement  and  Production, 
Hq  AMC,  has  further  redelegated  this 
authority  to: 

(1)  Commanders  and  vice  command¬ 
ers  of  major  oversea  commands,  without 
power  of  redelegation. 

(2)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  European 
Area  (AMFEA),  with  power  of  redelega¬ 
tion  to  the  Director  and  Deputy  Direc¬ 
tor,  Procurement  and  Production, 
AMFEA.  A  copy  of  each  redelegation 
made  hereunder  will  be  sent  to  the  Com¬ 
mander,  AMC,  attn:  MCPAP. 

(3)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific 
Area  (AMFPA),  with  power  of  redelega¬ 
tion  to  the  Director  and  Deputy  Director, 
Procurement  and  Production,  AMFPA. 
A  copy  of  each  redelegation  made  here¬ 
under  will  be  sent  to  the  Commander, 
AMC,  attn:  MCPAP. 

(b)  Any  previous  delegations  of  the  au¬ 
thority  described  in  this  section  were 
thereby  superseded.  Action  taken  un¬ 
der  previous  delegations  were  not  af¬ 
fected,  and  all  delegations  of  authority 
made  thereunder  were  continued  in  full 
force  and  effect  until  amended  or 
rescinded. 

§  1056.015-2  Delegations  with  respect 
to  revision  of  contract  delivery  schedules. 
(a)  The  Deputy  Chief  of  Staff,  Materiel, 
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USAF,  has  delegated  to  the  Commander, 
AMC,  the  authority  to  approve,  notwith¬ 
standing  the  absence  of  legal  considera¬ 
tion,  the  amendment  or  modification  of 
delivery  schedules  in  AF  contracts.  The 
Commander,  AMC  has  further  redele¬ 
gated  this  authority  without  power  of  re¬ 
delegation  to: 

(1)  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC. 

(2)  Deputy  Director/Procurement,  Di¬ 
rectorate  of  Procurement  and  Produc¬ 
tion,  Hq  AMC. 

(b)  The  exercise  of  this  authority  is 
subject  to:  the  Regulations  of  July  17, 
1951,  the  limitations  in  §  1056.004  (c), 
and  the  requirements  and  conditions 
set  forth  in  this  section. 

(1)  The  authority  is  not  intended  as  a 
means  of  providing  monetary  relief  to 
contractors,  and  in  exercising  such  au¬ 
thority  due  consideration  will  be  given 
to  the  effect  of  revision  of  the  delivery 
schedule  on  the  ultimate  cost  to  the 
Government  under  the  contract  to  be 
amended.  Wherever  the  approving  au¬ 
thority  deems  such  action  appropriate, 
the  amendment  which  extends  the  con¬ 
tract  delivery  schedule  should  include  a 
provision  to  protect  the  Government 
against  increase  in  cost  resulting  from 
such  extension. 

(2)  Where  it  is  determined  that  it 
will  facilitate  the  national  defense  to 
revise  a  contract  delivery  schedule,  but 
the  authority  described  above,  or  other 
authority,  does  not  authorize  such  ac¬ 
tion,  the  matter  may  be  submitted  to  the 
Deputy  Chief  of  Staff,  Materiel,  USAF, 
for  approval,  with  a  full  statement  of  the 
circumstances  which  justify  extension  of 
the  contract  delivery  schedule. 

(3)  The  authority  is  not  to  be  con¬ 
strued  as  relaxing  the  requirement  that 
contractors  are  expected  to  comply  with 
the  performance  requirements  of  their 
contracts  and,  in  appropriate  cases,  it 
may  bq  necessary  and  desirable  to  cancel 
contracts  for  default. 


Part  1057 — Reports 
Subpart  A — Procurement  Action  Reports 

Sec. 

1057.102  Definitions. 

1057.103  Authority. 

Subpart  C — Systems  of  Assigning  and  Reporting 
Aircraft  Serial  Numbers 

1057.302  Requirements. 

Subpart  G — Report  of  Profit  on  Air  Fore* 
Contracts  Under  Vinson-Trammell  Act 

1057.701  Scope  of  subpart. 

1057.702  Responsibility. 

1057.703  Requirement. 

1057.705  Use  of  report. 

Subpart  T — Overtime  Report 

1057.2002  Objective  of  overtime  report. 

1057.2003  Deffhitions. 

Authority:  §§  1057.102  to  1057.2003  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A— PROCUREMENT  ACTION  REPORTS 

§  1057.102  Definitions,  (a)  “Procure¬ 
ment  action”  is  the  term  used  in  this 
report  to  refer  to  any  net  contractual 
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action  to  obtain  supplies,  services,  or 
construction,  which  obligates  or  de- 
obligates  funds. 

(1)  The  term  includes:  preliminary 
contractual  instruments  such  as  letter 
contracts;  definitive  contracts,  both  new 
and  superseding;  purchase  orders;  job 
orders;  task  orders;  delivery  orders; 
provisioning  order  obligating  documents 
(POOD’s) ;  and  any  other  orders  against 
existing  contracts,  including  debit  and 
credit  actions  that  modify  a  contract, 
such  as  amendments,  change  orders,  sup¬ 
plemental  agreements,  cancellations  and 
terminations. 

(2)  The  term  excludes:  Requisitions 
and  bther  means  of  transferring  supplies 
or  services  within,  or  between,  the  mili¬ 
tary  departments  or  the  procurement 
agencies  of  the  Department  of  Defense; 
and  contracts  which  do  not  obligate  a 
firm  total  dollar  amount  or  do  not  name 
a  fixed  quantity,  such  as  open-end,  in¬ 
definite  quantity,  or  running  term  con¬ 
tracts  (orders  placed  against  contracts 
of  the  latter  type  are  to  be  reported  as 
procurement  actions). 

(b)  “Qualified  product”  is  an  item  on 
a  Qualified  Products  List  or  tested  and 
approved  for  inclusion  in  a  qualified 
products  list  as  authorized  by  Subpart  E, 
Part  2,  of  this  title. 

(c)  “Intra-Governmental  procure¬ 
ment  actions”  include  interdepartmen¬ 
tal  actions  and  interservice  actions,  as 
defined  in  this  section: 

( 1 )  “Interservice  actions”  include  pur¬ 
chase  orders  or  other  procurement  in¬ 
struments  placed  by  one  Department  of 
Defense  activity  against  term  contracts, 
open-end  contracts,  indefinite  quantity 
contracts,  or  agreements  executed  by  an-  t 
other  Department  of  Defense  activity. 
Examples  are:  (i)  Orders  placed  by  one 
military  department  against  contracts 
entered  into  by  another  military  depart¬ 
ment,  (ii)  orders  placed  by  activities  of 
one  military  department  against  con¬ 
tracts  entered  into  by  activities  of  the 
same  military  department,  and  (iii)  or¬ 
ders  placed  by  a  military  department  or 
activity  against  contracts  entered  into 
by  joint  procuring  agencies. 

Note:  This  is  to  be  interpreted  as  mean¬ 
ing  orders  placed  between  major  commands. 

Exception:  Orders  placed  against  petro¬ 
leum  contracts  entered  into  by  Armed  Serv¬ 
ices  Petroleum  Purchasing  Agency  (ASPPA) 
will  not  be  reported. 

(2)  ‘‘Interdepartmental  actions”  in¬ 
clude  procurement  from  or  through 
departments,  agencies,  institutions,  or 
corporations  of  U.  S.  Federal,  State,  or 
local  governments,  other  than  the  De¬ 
partment  of  Defense,  except  State  or 
local  educational  institutions  and  non¬ 
commercial  or  nonprofit  organizations 
that  are  not  governmental  agencies.  Ex¬ 
amples  are:  (i)  Orders  placed  by  a  mili¬ 
tary  department  or  activity  against  con¬ 
tracts  entered  into  by  any  U.  S.  Federal 
department,  agency,  institution,  or  cor¬ 
poration  outside  the  Department  of  De¬ 
fense,  (ii)  contracts  placed  by  a  mili¬ 
tary  department  or  activity  with  any 
U.  S.  Federal  Government  agency,  in¬ 
stitution,  or  corporation  outside  the 
Department  of  Defense. 

Exception:  State-controlled  educational 
institutions  will  not  be  reported  as  inter¬ 


departmental,  and  will  be  reported  as  large 
nonprofit  institutions. 

(d)  “Advertised  procurement  actions” 
are  new  or  modifying  actions  relating  to 
procurement  resulting  from  acceptance 
of  a  bid  made  by  a  supplier  in  response  to 
formal  advertising  for  bids. 

Exception:  Small  business  restricted  ad¬ 
vertising  as  provided  in  paragraph  (f)  of  this 
section. 

(e)  “Negotiated  procurement  actions” 
are  new  or  modifying  actions  relating  to 
procurement  resulting  from  negotiation 
procedures,  as  authorized  by  section  2  of 
Public  Law  413  (80th  Congress)  <62  Stat. 
21;  41  U.  S.  C.  151)  and  by  Part  3, 
Chapter  I,  of  this  title. 

<f)  “Small  business  restricted  adver¬ 
tising”  is  a  form  of  negotiated  procure¬ 
ment  conducted  in  the  same  way  as  pre¬ 
scribed  for  formal  advertising  under 
Part  2,  Chapter  I,  of  this  title,  except 
that  bids  and  awards  will  be  restricted  to 
small  business  concerns  and  the  contract 
will  be  awarded  pursuant  to  the  authority 
of  section  214  of  the  Small  Business  Act 
of  1953,  as  amended  (67  Stat.  238;  15 
U.  S.  C.  643). 

(g)  “Actions  negotiated  under  PL  413 
exception”  are  those  authorized  by  sec¬ 
tion  2  of  Public  Law  413  <80th  Congress) 
(62  Stat.  21;  41  U.  S.  C.  151),  as  ex¬ 
plained  in  detail  in  Subpart  B,  Part  3, 
Chapter  I,  of  this  title,  and  include  Small 
Business  Restricted  Advertising  as  pro¬ 
vided  in  paragraph  (f )  of  this  section. 

<h)  “Labor  surplus  areas”  are  those 
classified  as  such  by  the  Department  of 
Labor  and  set  forth  in  a  list  entitled 
“Areas  of  Substantial  Labor  Surplus” 
issued  by  that  Department  in  conjunc¬ 
tion  with  its  publication,  “Bi-Monthly 
Summary  of  Labor  Market  Developments 
in  Major  Areas,”  and  areas  which  are  not 
classified  by  the  Department  of  Labor 
but  which  are  individually  certified  as 
areas  of  substantial  labor  surplus  by  a 
Local  State  Employment  Office  at  the 
request  of  any  firm  located  in  the  areas, 
which  is  bidding  for  a  procurement  in¬ 
volving  set-asides.  “Labor  Surplus  In¬ 
dustries”  are  those  industries  which  have 
been  certified  for  preferential  treatment 
by  the  Office  of  Defense  Mobilization 
according  to  Defense  Manpower  Policy 
No.  4. 

(i)  “Major  disaster  area”  is  an  area 
so  designated  by  the  President  or  Federal 
Civil  Defense  Administrator  under  the 
provisions  of  Public  Law  875  (81st  Con¬ 
gress)  as  amended. 

(j)  “Labor  surplus  set-aside”  desig¬ 
nates  a  method  of  procurement  whereby 
a  portion  of  the  requirement,  as  deter¬ 
mined  by  the  procurement  activity,  is 
withheld  from  general  solicitation 
(either  formally  advertised  or  nego¬ 
tiated),  and  is  reserved  for  negotiation 
exclusively  with  firms  in  labor  surplus 
areas,  and  is  to  be  performed  substan¬ 
tially  within  such  labor  areas  (§  1.302-4 
(a)  (ii)  of  this  title). 

(k)  “Small  business  concern”  is  a  con¬ 
cern  which  conforms  to  the  definition  of 
$  1.302-3  of  this  title,  or  has  been  cer¬ 
tified  to  be  a  small  business  concern  by 
the  Small  Business  Administration. 

(l)  “Nonprofit  institution”  means  any 
corporation,  foundation,  trust,  or  insti¬ 
tution  not  organized  for  profit,  no  part  of 


the  net  earnings  of  which  inures  to  th 
profit  of  any  private  shareholder  or  in 
dividual.  Included  are  educational  and 
scientific  institutions  of  a  nonprofit  n* 
ture. 

(m)  “Small  business  set-asides”  desk 
nates  a  method  of  procurement  whereby 
either  the  total  amount  or  a  portion  of 
a  requirement  is  withheld  from  general 
solicitation  (either  formally  advertised 
or  negotiated ) ,  and  is  reserved  for  nego- 
tiation  exclusively  with  small  business 
firms.  The  set-aside  may  be  agreed  to 
jointly  by  the  Small  Business  Adminis- 
tration  representative  knd  the  Depart¬ 
ment  of  Defense  procuring  officer,  or  may 
be  determined  unilaterally  by  the  De- 
partment  of  Defense  representative. 

(n)  “Type  of  contract”  in  terminology 
and  in  definition  is  the  same  as  that  in 
Subpart  D,  Part  3,  Chapter  I,  of  this  title 

(o)  “Planned  producer”  is  a  company 
or  firm  listed  in  the  Register  of  Planned 
Mobilization  Producers  (formerly  the 
Alphabetical  Register  of  Planned  War- 
time  Materiel  Suppliers) ,  which  is  pub- 
lished  periodically  by  the  Assistant  Sec¬ 
retary  of  Defense  (Supply  and  Logistics). 
The  mere  fact  that  a  firm  is  listed  in  this 
publication  puts  it  in  the  “Planned  Pro¬ 
ducer”  category. 

<p)  “Planned  item”  is  an  item  meet¬ 
ing  the  criterial  of  DCD  Directive  4005.6, 
January  26,  1954  as  amended  December 
16,  1954,  and  listed  in  the  current  pub¬ 
lication  of  the  DOD  Preferential  Plan- 
ning  List  of  End  Items  published  by  Of¬ 
fice  of  Secretary  of  Defense  (Supply  and 
Logistics)  and/or  the  Air  Force  Depart¬ 
mental  List  of  Items  published  by  Hq 
AMC. 

(q)  “United  States,  Territories,  and 
Possessions”  includes  Alaska,  Hawaii, 
Puerto  Rico,  the  Virgin  Islands  of  the 
U.  S.,  the  Canal  Zone,  American  Samoa, 
Guam,  the  Trust  Territories  which  in¬ 
clude  the  Mariana  (less  Guam),  Caro¬ 
line,  and  Marshall  Islands,  and  other 
possessions  including  Baker,  Howland, 
Jarvis,  Canton,  Enderbury,  Johnson, 
MidwTay,  and  Wake  Islands. 

§  1057.103  Authority.  Procurement 
action  reports  are  required  by  Congress 
as  stipulated  in  section  2  of  the  Armed 
Services  Procurement  Act  of  1947, “Public 
Law  413  (80th  Congress)  62  Stat.  21;  (41 
U.  S.  C.  151);  by  letter,  February  19, 
1948,  from  the  President  of  the  United 
States  to  the  Secretary  of  Defense;  and 
by  the  Office  of  Assistant  Secretary  of 
Defense  (Supply  and  Logistics). 

SUBPART  C— SYSTEMS  OF  ASSIGNING  AND 
REPORTING  AIRCRAFT  SERIAL  NUMBERS 

§  1057.302  Requirements.  All  air¬ 
craft  and  guided  missiles,  including  pro¬ 
duction  and  experimental  models,  pro¬ 
cured  from  any  source  and  assigned 
USAF  model  designations  will  be  as¬ 
signed  AF  serial  numbers.  This  will  in¬ 
clude  aircraft  procured  under  the  Mutual 
Defense  Assistance  Program,  the  Reim¬ 
bursable  Aid  Program,  Army  and  Navy 
programs,  and  any  other  aircraft  not  in¬ 
cluded  in  the  above  for  which  the  Air 
Force  has  support  responsibilities.  Serial 
numbers  will  be  assigned  to  flyable  static 
test  articles  for  convenience  only  and 
will  be  canceled  upon  arrival  of  the  ar¬ 
ticles  for  static  tests.  For  the  purpose 
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.  this  subpart,  guided  missiles  will  be 
mited  to  those  contained  in  the  current 
USAF  Guided  Missile  Production 

Schedule. 

CIUPART  g— REPORT  of  profit  on  air  force 
CONTRACTS  under  vinson-trammell  act 

s  1057.701  Scope  of  subpart.  This 
subpart  established  the  procedure  for 
Processing  and  disseminating  informa¬ 
tion  contained  in  reports  of  profit  on 
Anny,  Navy,  or  Air  Force  contracts  filed 
bv  Air  Force  contractors  and  subcon¬ 
tractors  in  accordance  with  the  provi¬ 
sions  of  the  Vinson-Trammell  Act  (34 
tj  s.  C.  496  and  10  U.  S.  C.  311)  and  for 
notifying  finance  officers  that  such  re¬ 
ports  have  been  filed. 

§1057.702  Responsibility.  The  report 
covering  an  Air  Force  prime  contract 
which  is  subject  to  the  terms  of  the  Act 
must  be  filed  by  the  prime  contractor  as 
a  condition  precedent  to  final  payment 
under  such  contract.  Since  a  finance 
officer  is  required  to  withhold  final  pay¬ 
ment  on  a  prime  contract  which  is  sub¬ 
ject  to  the.  Vinson-Trammell  Act,  until 
advised  that  the  report  covering  the  con¬ 
tract  has  been  filed,  processing  of  reports 
will  be  expedited  so  that  payment  to 
prime  contractors  will  not  be  unduly 
delayed. 

§  1057.703  Requirement.  Prime  con¬ 
tractors  and  subcontractors  performing 
Air  Force  contracts  which  are  subject 
to  the  provisions  of  the  Vinson -Trammell 
Act  are  required  to  file  a  report  of  profit 
with  the  Secretary  of  the  Air  Force  with¬ 
in  90  days  after  completion  of  the  con¬ 
tract.  The  form  prescribed  for  use  is 
DDForm  147,  “Report  of  Profit  on  Army, 
Navy,  or  Air  Force  Contract.” 

1 1057.705  Use  of  report.  Copies  of 
the  report  retained  by  the  Air  Materiel 
Command  will  be  made  available  to  the  • 
appropriate  buyers  for  internal  use 
within  the  Air  Force  in  connection  with 
future  procurements  to  insure  the  main¬ 
tenance  of  reasonable  profits.  The  data 
contained  in  these  reports  will  not  be  dis¬ 
closed  to  any  unauthorized  person.  A 
prime  contractor  with  whom  negotia¬ 
tions  are  being  conducted  will  not  be 
furnished  data  obtained  from  a  report 
previously  filed  by  a  subcontractor. 
However,  where  such  a  report  indicates 
an  unreasonable  profit  on  a  previous  sub¬ 
contract,  the  buyer  may  question  the 
reasonableness  of  the  subcontractor’s 
prices  in  negotiations  between  the  prime 
contractor  and  the  Government,  pro¬ 
vided  that  the  specific  data  contained  in 
such  subcontractor’s  report  will  not  be 
revealed  to  the  prime  contractor. 

SUBPART  T— OVERTIME  REPORT 

51057.20  02  Objective  of  overtime  re¬ 
port.  AMC  Form  200  is  established  to 
collect  dollar  and  man-hour  factory 
overtime  data  generated  by  AF  prime  air¬ 
frame,  engine,  and  propeller  facilities. 
This  report  applies  to  all  production  con¬ 
tracts  (except  straight  fixed-price  con¬ 
tracts)  at  these  facilities.  This  report 
^  yield  a  monthly  breakdown  of  dollar 
oost  and  man-hour  input  by  direct  and 
indirect  factory  labor,  and  by  straight 
time,  overtime,  and  total  time.  It  will 
^  provide  a  breakdown  of  direct  and 


indirect  factory  man-hours  by  percent¬ 
age  of  total  overtime  hours  worked 
against  major  programs  with  supporting 
statements  indicating  what  the  time  was 
required  for  and  the  reason(s)  for  over¬ 
time. 

§  1057.2003  Definitions.  For  the  pur¬ 
pose  of  this  subpart,  the  following  defini¬ 
tions  will  apply: 

(a)  “Overtime”  refers  to  man-hours 
worked  in  excess  of  the  standard  8-hour 
day  and/or  40-hour  week.  (This  ap¬ 
plies  regardless  of  any  contractual  clause 
authorizing  extended  work  periods  be¬ 
yond  this  standard.)  It  does  not  include 
premium  for  multishift  operations. 

(b)  “Straight  time”  refers  to  a  stand¬ 
ard  8-hour  day  and/or  40-hour  week. 
That  is,  the  period  of  work  time  which  is 
not  compensated  for  by  an  “overtime 
premium.” 

(c)  “Factory  payroll  direct  man¬ 
hours”  are  those  man-hours  as  defined 
in  the  Aeronautical  Manufacturers 
Planning  Report  (AMPR)  system,  in¬ 
cluding  the  hours  considered  to  be  “idle 
time”  by  the  AMPR  system. 

(d)  “Factory  payroll  indirect  man¬ 
hours”  refers  to  all  other  man-hours  not 
covered  in  paragraph  (c)  of  this  section 
except  time  over  and  above  the  standard 
work  period  not  compensated  for  with 
“overtime  premium.” 

(e)  “Major  programs”  refers  to  con¬ 
tractor’s  most  important  projects  from 
the  standpoint  of  labor  input  magnitude 
which  may  be  covered  by  one  or  more 
contract  numbers.  For  example,  a 
major  program  is  the  production  of  a 
basic  model  by  the  contractor  or  a  rela¬ 
tively  large  subcontracting  effort  ex¬ 
pended  on  a  basic  model  produced  by 
another  prime  contractor.  Major  pro¬ 
grams  are  also  intended  to  include 
models  in  the  preproduction  and  pilot 
line  production  phases. 

(f)  “Reasons  for  overtime”  refers  to 
major  bottlenecks  responsible  for  in¬ 
ability  of  a  contractor  to  utilize  straight 
time  only  for  the  specific  major  program. 
The  major  bottleneck  may  be  a  specific 
tool,  skill,  or  space  shortage;  subcon¬ 
tractor  failure;  unrealistic  schedule; 
power  failure;  accident;  etc.  One  or  a 
few  major  bottlenecks  set  up  a  chain 
reaction  creating  minor  bottlenecks  re¬ 
sulting  in  general  overtime  throughout 
the  plant. 


Part  1058 — Contract  Financing 

Subpart  A — Assignment  of  Claims  Arising  Under 
Government  Contracts 

Sec. 

1058.101  General. 

1058.102  Filing  notices  of  assignment  and 

•  instruments  of  assignment. 

1058.103  Copies  of  notices  for  contracting 
officer  and  acknowledgment  thereof. 

1058.104  Procedure  when  acknowledgment 
is  refused  or  delayed. 

1058.105  Further  assignments  and  reassign¬ 
ments. 

1058.106  Examination  of  assignment. 

1058.108  Releases  of  assignments. 

1058.109  Transfers  of  businesses  and  corpo¬ 
rate  mergers. 

Subpart  B — Guaranteed  (Regulation  V)  Loan 
Financing  of  Defense  Production  and  Services 

1058.202  Nature  of  guaranteed  loans. 

1058.203  Authority  to  process  and  approve 
guaranteed  loans. 


1058.203-1  Delegation  of  authority. 

1058.204  Responsibilities. 

1058.205  Policies. 

1058.206  Procedure  for  authorizing  a  V-loan. 
1058.206-1  General. 

Subpart  C — Prior  Clearance  of  Proposed  Commit¬ 
ments  Involving  Financial  Assistance 

1058.302  General.  ^ 

1058.303  Prior  clearance. 

Subpart  D — Financial  Data 

1058.402  Responsibilities. 

1058.403  Obtaining  financial  data. 

1058.404  Financial  guarantees. 

1058.405  Records  and  forms. 

Subpart  F — Debts  Owed  by  Contractors; 
Deferred  Payments 

1058.602  Determination  of  debt. 

1058.603  Cash  payment. 

1058.604  Offset. 

1058.606  Deferred  payments;  90  days  or  less. 

1058.607  Deferred  payments;  Unusual. 

Subpart  J — Reporting  Contractors  Involved  in 
Bankruptcy,  Receivership,  Assignment  for  the 
Benefit  of  Creditors,  Other  Types  of  Insolvency 
Proceedings  and  Probate  Proceedings 

1058.1002  Reporting  institution  of  bank¬ 
ruptcy  receivership,  insolvency,  and 
probate  proceedings. 

Authority:  §§  1058.101  to  1058.1002  is¬ 
sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 

SUBPART  A — ASSIGNMENT  OF  CLAIMS  ARISING 
UNDER  GOVERNMENT  CONTRACTS 

§  1058.101  General.  Pursuant  to  the 
Assignment  of  Claims  Act  of  1940  (Pub¬ 
lic  Law  811,  76th  Cong.),  as  amended 
(54  Stat.  1029;  31  U.  S.  C.  203),  assign¬ 
ment  of  moneys  due  or  to  become  due 
under  Government  contracts  may  be 
made,  and  the  requirements  under  which 
such  assignment  can  be  made  are  out¬ 
lined  in  §  57.103-8  of  this  title. 

§  1058.102  Filing  notices  of  assign¬ 
ment  and  instruments  of  assignment. 
The  assignee  should  file  4  signed  copies 
of  a  written  notice  of  assignment,  and 
1  copy  of  the  instrument  oL  assignment 
with  each  of  the  following: 

(a)  The  contracting  officer. 

(b)  The  surety  or  sureties  upon  the 
bond  or  bonds,  if  any,  in  connection  with 
the  contract. 

(c)  The  officer  designated  in  the  con¬ 
tract  to  make  payments  thereunder. 

§  1058.103  Copies  of  notices  for  con¬ 
tracting  officer  and  acknowledgement 
thereof,  (a)  The  copies  of  such  notices 
of  assignment  and  of  instruments  of 
assignment  directed  to  the  contracting 
officer  will  be  sent  by  personnel  receiving 
the  same  as  follows: 

(1)  If  the  assignment  relates  to  a 
local  purchase  contract,  to  the  appro¬ 
priate  contracting  officer  at  the  local 
purchase  activity. 

(2)  If  the  assignment  relates  to  a  con¬ 
tract  written  or  administered  in  an  area 
overseas,  to  the  appropriate  contracting 
officer  at  the  overseas  installation. 

(3)  If  the  assignment  relates  to  a  con¬ 
tract  written  at  Hq  AMC,  to  the  con¬ 
tracting  officer  in  Hq  AMC. 

(4)  If  the  assignment  relates  to  a 
contract  written  in  an  AMC  field  pro¬ 
curement  activity,  to  the  contracting 
officer  appointed  for  the  purpose  cf 
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acknowledging  assignments  at  the  AMC 
field  procurement  activity. 

(b)  The  contracting  officer  specified 
above  to  whom  the  notices  of  assignment 
and  instruments  of  assignment  will  be 
sent,  will — 

(1)  Examine  such  notices  of  assign¬ 
ment  and  instruments  of  assignment  and 
the  contract  involved. 

(2)  If  satisfied  that  the  assignment  is 
in  proper  form,  was  properly  executed, 
and  that  the  contractor  is  empowered 
under  the  contract  to  assign  the  claim 
or  claims  involved,  acknowledged  receipt 
of  the  notice  of  assignment  in  the  space 
provided.  In  acknowledging  a  “Notice 
of  Assignment  by  a  French  contractor 
of  moneys  due  from  the  United  States,” 
the  following  statement  will  be  used. 

Receipt  is  hereby  acknowledged  of  the 
above  notice  and  a  copy  of  the  above  men¬ 
tioned  instrument  of  assignment.  These 

were  received  at _ a.  m. - p.  m.  on 

. . 19— 


(Person  authorized  to  ac¬ 
knowledge  receipt  on 
behalf  of  addressee  con¬ 
tracting  officer,  dis¬ 
bursing  officer  or  surety 
on  bond) 

For  signature  by  a  contracting  officer  only: 
The  Government  of  the  United  States  of 
America  acting  through  the  undersigned 
contracting  officer  recognizes  the  assignment 
of  moneys  due  or  to  become  due  under  the 
contract  described  above  and  undertaken  to 

pay  directly  to  the  assignee,  the - 

bank,  the  amount  due  or  to  be  due  to  the 
_ _ _  Company  under  the  above-men¬ 

tioned  contract  in  accordance  with  and  sub¬ 
ject  to  the  provisions  of  the  Assignment  of 
Claims  Act  of  1940,  as  amended.  Nothing 
herein  shall  be  construed  to  affect  or  change 
the  rights  or  obligations  of  the  United  States 
under  the  Assignment  of  Claims  Act. 


(Contracting  Officer) 

(3)  Return  three  copies  of  the  notice 
thus  acknowledged  to  the  assignee. 

(4)  File  the  fourth  copy  of  the  notice 
thus  acknowledged  and  the  copy  of  the 
instrument  of  assignment  with  the  con¬ 
tract. 

(c)  The  Chief,  Finance  Division, 
Comptroller,  Hq  AMC,  has  advised  that 
finance  officers  will  not  make  payments 
to  assignees  unless  the  first  invoice  or 
voucher  covering  the  amounts  to  be  paid 
the  assignee  is  accompanied  by  two 
copies  of  the  notice  of  assignment  duly 
acknowledged  by  the  contracting  officer. 

§  1058.104  Procedure  when  acknowl¬ 
edgement  is  refused  or  delayed.  If,  for 
any  reason,  the  assignment  involved  is 
one  which  the  contract  does  not  au¬ 
thorize  the  contractor  to  make,  or  is  not 
in  prc*jr  form,  or  is  not  properly  ex¬ 
ecuted,  the  contracting  officer  will  return 
the  copies  of  the  notice  of  assignment 
and  the  copy  of  the  instrument  of  as¬ 
signment  to  the  assignee  with  an  ex¬ 
planation  of  the  objections  to  the  pro¬ 
posed  assignment,  and  the  acknowledg¬ 
ment  form  on  the  notices  of  assignment 
will  not  be  executed  by  the  contracting 
officer.  In  addition  if,  upon  receipt  of 
notices  of  assignment  and  the  copy  of 
the  instrument  of  assignment,  it  appears 
that  a  considerable  delay  may  occur  be¬ 
fore  the  notices  of  assignment  are  ac¬ 


knowledged  or  returned  unacknowledged 
as  the  case  may  be,  the  contracting  of¬ 
ficer  will  advise  the  assignee  that  such  a 
delay  is  likely  to  occur  and  normally  will 
furnish  the  assignee  with  a  statement 
of  the  reasons  for  the  delay. 

§  1058.105  Further  assignments  and 
reassignments.  Contracts  permitting 
the  assignment  of  claims  for  moneys  due 
or  to  become  due  hereunder  also  permit 
such  claims  to  be  further  assigned  and 
reassigned  by  the  assignee  to  a  bank, 
trust  company,  or  other  financing  in¬ 
stitution,  including  any  Federal  lending 
agencies.  Copies  of  written  notices  of 
further  assignment  and  reassignment 
and  copies  of  instruments  of  such  fur¬ 
ther  assignment  and  reassignment  will 
be  processed  in  the  same  manner  as 
copies  of  initial  assignment  and  instru¬ 
ments  of  initial  assignment.  The  three 
acknowledged  copies  of  the  notice  of 
further  assignment  or  reassignment  will 
be  sent  to  the  assignee  under  the  assign¬ 
ment  thus  acknowledged. 

§  1058.106  Examination  of  assign¬ 
ment.  In  ascertaining  that  an  assign¬ 
ment  is  in  proper  form,  is  properly  ex¬ 
ecuted,  and  is  one  that  the  contractor 
is  entitled  under  the  contract  to  make, 
contracting  officers  will  satisfy  them¬ 
selves  that: 

(a)  The  contract  has  been  duly  ex¬ 
ecuted  and  approved  where  necessary. 
Contractors  frequently  make  assign¬ 
ments  of  claims  for  moneys  due  or  to 
become  due  under  a  contract,  upon  notice 
of  award  of  the  contract,  even  though  the 
contract  has  neither  been  executed  nor 
approved.  Copies  of  notices  of  such  as¬ 
signment  will  be  immediately  returned 
to  the  assignee  unacknowledged. 

(b)  The  contract  is  one  under  which 
claims  may  be  assigned  under  the  provi¬ 
sions  of  the  Assignment  of  Claims  Act 
of  1940  (54  Stat.  1029;  31  U.  S.  C.  203). 
In  rare  cases,  SECRET  or  CONFIDEN¬ 
TIAL  contracts  will  contain  provisions 
prohibiting  assignments  of  claims  arising 
thereunder,  and  therefore,  under  the  Act 
of  1940  such  claims  thereunder  cannot  be 
assigned.  Notices  of  attempted  assign¬ 
ment  of  such  contracts  will  be  returned 
unacknowledged  to  the  assignee.  It 
should  also  be  noted  that  assignment  of 
claims  under  SECRET  or  CONFIDEN¬ 
TIAL  contracts,  permitting  the  assign¬ 
ment  thereof,  will  not  be  acknowledged 
by  contracting  officers  until  adequate 
steps  have  been  taken  to  protect  the  in¬ 
terests  of  the  Government. 

(c)  The  assignment  covers  all  amounts 
payable  under  the  contract,  and  not  al¬ 
ready  paid,  and  is  not  made  to  more  than 
one  person,  and  the  assignee  is  a  bank, 
trust  company,  or  other  financing  insti¬ 
tution,  including  any  Federal  lending 
agency.  In  this  connection  the  follow¬ 
ing  will  be  noted : 

(1)  Most  contracts  provide  that  any 
assignment  of  claims  thereunder  will 
cover  all  amounts  payable  under  the  con¬ 
tract,  and  not  already  paid,  and  will  not 
be  made  to  more  than  one  person  except 
that  assignments  may  be  made  to  one 
person  as  agent  or  trustee  for  two  or  more 
persons  participating  in  the  financing  of 
a  contractor.  Under  the  Assignment  of 
Claims  Act  (54  Stat.  1029;  31  U.  S.  C. 


203) ,  however,  contracts  may  provide  f 
assignments  of  part  of  the  contracts? 
claims  for  money  due  or  to  become  due  * 
for  such  assignments  to  more  than  an 
person.  In  the  absence  of  contract  piw 
sions  authorizing  such  assignments 
assignments  are  unlawful.  Because!* 
the  administrative  burden  on  finan° 
officers,  partial  assignments  or  assign 
ments  to  more  than  one  person,  ifDer 
mitted  under  a  contract,  should  be  lim 
ited  to  cases  where  the  contract  ii 
financially  obligated  to  Government 
agencies  and  the  assignment  is  made  fm 
the  protection  of  such  Governmem 
agencies. 


(2)  Where  the  contract  provides  for 
advance  payments,  whether  or  not  ad 
vance  payments  have  actually  been  madi 
to  the  contractor,  notice  of  assignment 
will  not  be  acknowledged  unless: 

(i)  The  assignment  expressly  recites 
that  the  rights  of  the  assignee  are  sub. 
ordinate  to  the  rights  of  the  Govern, 
ment:  to  withhold  from  the  contractor 
amounts  required  to  liquidate  advance 
payments  and  to  have  deposited  in  the 
contractor’s  special  advance  payment 
bank  account  all  moneys  payable  to  the 
contractor  which  the  contract  requires 
the  contractor  to  deposit  into  that  ac¬ 
count. 

(ii)  The  contracting  officer  obtains 
from  the  assignee  an  agreement  that  the 
assignee  will  pay  to  the  contractor  all 
amounts  which  may  be  received  by  the 
assignee  and  which  the  contractor  is  ob¬ 
ligated  by  the  contract  to  deposit  in  its 
special  advance  payment  bank  account 
In  special  cases,  additional  documents 
signed  by  the  contractor  or  the  assignee 
or  both,  thought  necessary  by  the  con¬ 
tracting  officer  to  protect  the  interestsof 
the  Government  against  the  assignee, 
may  be  required  by  the  contracting 
officer. 
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Assignments  such  as  those  referred  to  in 
this  section  are  subordinate  to  the  rights 
of  the  Government  against  the  contrac¬ 
tor  under  the  contract  involved;  for  that 
reason  they  are  not  assignments  of  less 
than  all  amounts  payable  under  the  con¬ 
tract  nor  assignments  to  more  than  one 
person. 

(d)  The  assignment  will  cover  only 
claims  for  moneys  due  or  to  become  due 
under  the  contract  involved.  It  must 
not  cover  any  of  the  obligations  or 
duties  of  the  contractor  under  the  con¬ 
tract.  The  contracting  officer  will  be 
sure  that  the  copy  of  the  instrument  oi 
assignment  which  is  submitted  to  him  is 
a  duplicate  of  the  original  instrument 
or  has  been  certified  as  a  true  copy, 
acknowledged  as  such  before  a  notary 
public  or  other  officer  authorized  by  law 
to  administer  oaths.  Care  will  also  be 
taken  to  ascertain  that  the  assignment 
has  been  properly  executed. 

(1)  Assignments  by  corporations] 
should  be  executed  by  an  authorised 
representative,  attested  by  the  secretary 
or  assistant  secretary  of  the  corporation, 
with  the  seal  of  the  corporation  im¬ 
pressed  upon  the  assignments,  or  in  bw 
of  such  seal,  accompanied  by  a  certified 
copy  of  a  resolution  of  the  board  of  direc¬ 
tors  of  the  corporation  authorizing  t« 
representative  involved  to  execute  tw 
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(0)  jf  the  contractor  is  a  partnership, 
.'instrument  of  assignment  may  be 
bv  one  partner,  provided  it  is 
SSmpanied  by  a  duly  acknowledged 
rtiflcate  to  the  effect  that  the  signer 
Ca  general  partner  of  the  partnership. 
*  !j)  If  the  contractor  is  an  individual, 
*hP  assignment  must  be  signed  by  such 
dividual  and  duly  acknowledged  by 
fm  before  a  notary  public  or  other  per- 
nn  authorized  to  administer  oaths. 

<e)  If  there  have  been  previous  assign¬ 
ments  of  claims  under  the  contract,  un- 
rL  assignments  to  more  than  one 
itfrson  thereunder  are  permitted  by  the 
contract  provisions,  the  previous  assign¬ 
ments  have  been  fully  released.  Atten- 
Jon  is  again  invited  to  §  1058.105  which 
Mints  out  that  contracts  specifically 
authorize  further  assignments  and  re- 
assignments  of  claims  thereunder. 

§1058.108  Releases  of  assignments. 
Releases  of  assignments  require  the  same 
execution  and  acknowledgment  by  the 
assignee  as  required  of  an  assignor  in  the 
ease  of  an  assignment.  Releases  are  re¬ 
quired  only  in  cases  of  reassignment  or 
where  further  payments  are  anticipated 
under  the  contract. 


§  1058.109  Transfers  of  businesses  and 
corporate  mergers.  Transfers  of  an  en¬ 
tire  business,  corporate  mergers,  and 
assignments  by  operation  of  law,  each  of 
which  may  effect  the  assignment  of 
claims  under  a  contract,  are  not  pro¬ 
hibited  by  the  Federal  statutes  and  hence 
are  not  dependent  upon  the  Assignment 
of  Claims  Act  of  1940  (54  Stat.  1029;  31 
U.  S.  C.  203)  for  their  validity.  However, 
in  the  case  of  transfers  of  a  business  or 
corporate  mergers,  notices  of  assignment 
of  claims  under  the  contract  made  by  the 
transferee  or  successor  corporation  will 
not  be  acknowledged  until  a  supple¬ 
mental  agreement  has  been  executed, 
substituting  the  transferee  or  successor 
corporation  as  the  contractor  with  the 
Government.  Similarly,  before  acknowl¬ 
edging  assignments  made  by  transferees 
by  operation  of  law,  the  contracting 
officer  will  require  the  submission  to  him 
of  a  certified  copy  of  the  document  evi¬ 
dencing  the  transfer  by  operation  of  law. 


SUBPART  B — GUARANTEED  (REGULATION  V) 
LOAN  FINANCING  OF  DEFENSE  PRODUCTION 
AND  SERVICES 

5 1058.202  Nature  of  guaranteed  loans. 
Guaranteed  loans  (also  called  “V- 
Loans”)  are  loans  by  public  or  private 
lending  institutions  to  defense  prime  or 
subcontractors  which  are  subject  to  a 
guarantee  agreement  under  which  the 
guaranteeing  agency  'such  as  Army, 
Navy,  or  Air  Force)  is  obligated  on  de¬ 
mand  of  the  lender  to  purchase  a  stated 
percentage  of  the  loan  and  to  share  losses 
in  the  amount  of  guaranteed  percentage. 


11058.203  Authority  to  process  an 
approve  guaranteed  loans,  (a)  Section 
Ml  of  the  Defense  Production  Act  of  1950 
(64  Stat.  800;  50  App.  U.  S.  C.  2091) 
grants  the  President  the  power  to  author¬ 
ize  the  Department  of  the  Air  Force,  and 
other  agencies,  to  guarantee  any  public 
w  Private  financing  institution  against 
loss  on  any  loan  or  commitment  made 
for  the  purpose  of  financing  any  pro- 
No.  43—58 - 36 


ducer  of  goods  or  services  when  deemed 
by  the  guaranteeing  agency  to  be  neces¬ 
sary  to  expedite  procurement  under  Gov¬ 
ernment  contracts  for  the  national  de¬ 
fense.  “National  Defense”  is  defined  in 
section. 702  of  the  act  as  “*  *  *  opera¬ 
tions  and  activities  of  the  Armed  Forces 
*  *  *,”  and  of  other  Government  agen¬ 
cies  under  certain  conditions. 

(b)  Section  4  of  the  Defense  Produc¬ 
tion  Act  Amendment  of  1953  (64  Stat. 
803;  50  App.  U.  S.  C.  2102)  authorizes  the 
financing  of  any  contractor,  subcontrac¬ 
tor,  or  other  person  in  connection  with 
termination  of  defense  contracts  and 
provides  that  no  small  business  concern 
will  be  held  ineligible  for  the  issuance  of 
a  Guaranteed  Loan  by  reason  of  alterna¬ 
tive  sources  of  supply. 

(c)  By  Executive  Order  10161,  as 
amended  (15  F.  R.  6105) ,  the  Department 
of  the  Air  Force,  among  others,  is  author¬ 
ized  to  guarantee  loans,  and  is  directed 
to  “Develop  and  promote  measures  for 
the  expansion  of  *  *  *  production  and 
supply  of  materials  *  *  *  necessary  for 
the  national  defense.”  The  Federal  Re¬ 
serve  Banks  are  authorized  to  act,  under 
the  supervision  of  the  Board  of  Gover¬ 
nors  of  the  Federal  Reserve  System,  as 
fiscal  agents  of  the  United  States  in  exe¬ 
cuting  agreements  and  for  other  pur¬ 
poses  of  section  301  of  the  act  (64  Stat. 
800;  50  App.  U.  S.  C.  2091).  All  agencies 
of  the  Government  are  directed  to  fur¬ 
nish  information  relating  to  defense  pro¬ 
duction  or  procurement  deemed  neces¬ 
sary  by  any  officer  delegated  powers  to 
act  in  this  field. 

§  1058.203-1  Delegation  of  authority. 

(a)  The  Commander,  AMC,  has  been  au¬ 
thorized  to  act  as  Certifying  Officer  with 
respect  to  the  issuance  of  Certificates  of 
Eligibility  in  connection  with  Defense 
Contract  Financing  (Guaranteed  Loans) , 
subject  to  the  provisions  of  the  Defense 
Production  Act  of  1950,  as  amended  (64 
Stat.  798;  50  App.  U.  S.  C.  2061),  Execu¬ 
tive  Order  10161,  9  September  1950  (15 
P.  R.  6105),  and  Federal  Reserve  Regu¬ 
lation  V,  and  pertinent  regulations  issued 
by  the  Department  of  Defense,  the  Air 
Force,  and/or  the  Air  Materiel  Com¬ 
mand.  The  authority  may  not  be  redele¬ 
gated  below  the  level  of  the  Deputy 
Director/Procurement  or  the  Assistant 
Deputy  Director/Procurement,  Hq  AMC. 
A  Certificate  of  Eligibility  is  obtained  to 
establish  that  the  contract  or  other  op¬ 
eration  of  the  prospective  borrower  to  be 
financed  by  such  loan  is  one  which  is 
deemed  to  be  necessary  to  expedite  pro¬ 
duction  and  deliveries  or  services  under 
a  Government  contract. 

(b)  Authority  vested  in  the  Com¬ 
mander,  AMC,  to  act  as  Certifying  Of¬ 
ficer  with  respect  to  executing  Certifi¬ 
cates  of  Eligibility  in  connection  with 
Defense  Contract  Financing  (Guaran¬ 
teed  Loans)  has  been  redelegated,  with¬ 
out  power  of  redelegation,  to; 

(1)  Director  of  Procurement  and 
Production,  Hq  AMC. 

(2)  Deputy  Director  of  Procurement 
and  Production,  Hq  AMC. 

(3)  Deputy  Director/Production,  Hq 
AMC. 

(4)  Assistant  Deputy  Director/Produc¬ 
tion  Hq  AMC. 


§  1058.204  Responsibilities.  Hq  USAF 
has  reserved  all  authority  concerning 
financial  consideration. 

§  1058.205  Policies.  The  following 
policies  will  ‘be  used  as  guides  by  activi¬ 
ties  processing  inquiries  for  information 
regarding  V-Loans. 

(a)  Essentiality  of  products  or  serv¬ 
ices.  All  items  or  services  called  for 
under  a  prime  contract  with  the  Air 
Force,  or  a  subcontract  of  any  degree 
under  such  prime  contract,  are  to  be 
considered  essential  to  the  national  de¬ 
fense.  The  essentiality  of  other  items 
or  services  must  be  established. 

(b)  Alternate  sources.  The  existence 
of  an  alternate  source  for  the  procure¬ 
ment  covered  by  any  contract  or  sub¬ 
contract  will  not.  in  itself  be  grounds 
for  denial  of  a  Certificate  of  Eligibility. 
No  distinction  will  be  made  in  this  re¬ 
spect  between  advertised  and  negotiated 
contracts.  In  the  normal  case,  use  of  an 
alternate  source  may  involve  prejudice 
to  the  national  defense  because  of  such 
factors  as  delay  in  ultimate  delivery, 
costs  of  terminating  existing  contracts, 
effort  and  cost  to  replace  contracts,  and 
significantly  higher  prices  for  the  items. 
The  existence  of  an  alternate  source  will 
be  an  important  consideration  when 
material  doubt  exists  as  to  ability  to  per¬ 
form  a  defense  contract  according  to  its 
terms,  e.  g.,  when  the  proposed  borrower 
does  not  have  adequate  experience, 
management,  facilities,  or  technical 
ability,  or  when  there  is  serious  doubt 
that  he  can  produce  at  the  contract 
price. 

(c)  Use  of  guaranteed  loan  ( V-Loan ) 
in  new  procurement.  When  a  bid  or 
negotiation  is  conditioned  on  the  grant¬ 
ing  of  a  V-Loan  by  the  Air  Force,  the 
proposal  must  be  considered  on  the  basis 
of  whether  or  not  award  of  the  con¬ 
tract  to  the  particular  firm  will  benefit 
the  Government.  If  there  will  be  bene¬ 
fit  *to  the  Government  from  dealing  with 
a  particular  contractor,  e.  g.,  a  material 
saving  in  price  as  compared  with  prices 
from  other  contractors,  the  need  for  a 
V-Loan  (with  reasonable  percentage  of 
guarantee)  should  not  deter  the  making 
of  the  contract.  In  such  instances,  the 
applicable  instructions  on  Facility  Capa¬ 
bility  Reports  and  prior  clearance  of 
proposed  commitments  involving  financ¬ 
ing  assistance  will  be  followed.  If  there 
is  no  advantage  to  the  Government  in 
dealing  with  a  particular  contractor  re¬ 
quiring  a  V-Loan,  all  other  things  being 
equal,  contractors  not  requiring  V-Loans 
should  be  preferred  to  those  requiring 
V-Loans.  This  latter  is  in  line  with 
the  established  policy  that  the  prefer¬ 
ence  ‘is  for  private  financing  without 
Government  guarantee. 

(d)  Use.  of  V-Loan  with  existing  con - 
tract.  When  V-Loans  are  requested  by 
AF  contractors  to  finance  an  existing 
prime  contract,  it  should  be  remembered 
that  the  contract  was  placed  with  a  con¬ 
tractor  presumed  to  be  capable  of  per¬ 
formance  according  to  a  determined 
schedule  related  to  Air  Force  needs. 
Financing  of  performance  is  as  necessary 
an  element  of  production  as  any  other 
factor.  The  V-Loan  system  was  author¬ 
ized  and  designed  to  make  that  financing 
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possible  where  it  would  otherwise  not  be  cial  requirements  are  satisfactory  to  the 
provided,  and  for  that  reason,  the  V-  department  which  will  be  the  guarantor. 
Loan  is  an  aid  to  procurement  Unless  the  Federal  Reserve  bank,  as  fiscal  agent 
there  are  apparent  and  valid  reasons  to  of  the  military  department,  is  authorized 
believe  that  the  contractor  will  fail,  en-  to  execute  a  guarantee  contract  with 
tailing  loss  of  both  his  production  and  the  lending  bank.  Funds  are  then  made 
some  of  the  money  borrowed  to  accom-  available  to  the  borrower  under  terms 
pli°'  it,  financial  considerations  as  such  of  a  loan  agreement  between  the  bor- 
should  not  influence  recommendations  or  rower  and  the  lending  bank.  It  may  be 
comments  requested  in  connection  with  observed  that  the  borrower  is  not  a  party 
a  Certificate  of  Eligibility,  It  must  be  to  the  guarantee  application  or  agree- 
remembered  that  production  in  volume  ment. 

entails  borrowing  by  most  businesses,  subpart  c— prior  clearance  of  proposed 
that  lending  agencies  have  had  service  commitments  involving  financial  as- 
guarantees  made  available  to  them  and  sistance 
will  ask  for  them  when  reason  exists  to  .  e  . 

limit  their  risk,  and  that  the  contractor  ^  1058.302  Ge  eral.  Sole  authonty 
owes  every  dollar  borrowed  and  must  for  approving  V-Loans,  advance  pay- 
fail  in  business  before  a  loss  Is  expert-  “ents  or  progress  payments  exceeding 
enced  by  the  lender  and  the  guaranteeing  «  Percent  of  total  costs  or  90  percent 
service.  Many  of  the  same  considers-  °f  *«<*  labor  and  material  costs  to  AP 
tions  apply  to  subcontracts,  the  principal  “n‘ra^rs  r,ests  f  «>*  1 secretarial  level 
difference  being  that  the  prime  con-  of  the  Department  of  the  Air  Rlrce.  No 
tractor  does  not  undertake  any  direct  commitments,  actnal  or  implied,  to  fur- 
financial  risk.  The  placing  of  orders  nish,  to  make  available,  or  to  assist  in  ob- 
does,  however,  involve  production  risks  taming  such  financial  assistance  should 
which  can  seriously  impair  his  own  de-  ^  ^ven  ^lr  ^rce .  buyers  or  other 
liveries  as  well  as  his  own  financial  re-  Air  Force  personnel  prior  to  the  official 
quirements.  Since  the  performance  by  authorization. 

subcontractors  is  so  integral  to  deliveries  §  1058.303  Prior  clearance,  (a)  When- 
under  prime  contracts,  no  distinction  is  ever  the  existence  of  any  one  or  more 
drawn  between  the  two  classes  of  con-  of  the  following  situations  becomes  ap- 
tractors  as  regards  availability  of  guar-  parent  in  connection  with  contract  ne- 
antees  to  lending  agencies  on  production  gotiation,  prior  clearance  with  the  Office 
loans.  All  actions  on  requests  for  loan  of  the  Deputy  for  Contract  Financing, 
guarantees,  including  those  on  the  issues  Assistant  Secretary  of  the  Air  Force 
of  Certificates  of  Eligibility  and  related  (Management) ,  must  be  obtained  by  the 
matters,  must  be  designed  to  support  and  Directorate  of  Procurement,  Hq,  before 
aid,  not  impede,  essential  procurement,  completion  of  negotiations: 

•  «  „ ,  ,  .  (1)  Where  the  prospective  contracts 

§  1058.206  Procedure  for  authorizing  does  not  ^ave  the  financial  resources 

a  V-Loan.  credit  capacity,  or  sources  of  private  bor- 

§  1058.206-1  General.  The  need  for  a  rowing  (with  or  without  Govemmeni 
loan  guarantee  arises  when  a  contrac-  guarantee)  sufficient  to  permit  perform- 
tor  or  subcontractor  finds  it  necessary  to  ance  of  the  proposed  contracts  withou 
use  bank  credit  to  finance  necessary  de-  the  necessity  of  the  Government  makinj 
fense  production  under  his  contracts,  advance  payments, 
and  his  bank  considers  the  amount  in-  (2)  Where  the  contemplated  procure 
volved  to  be  in  excess  of  normal  lending  ment  would  overextend  the  workini 
risks  or  when  the  amount,  if  unguaran-  capital  and  asset  position  of  the  contrac 
teed,  is  beyond  its  legal  lending  limit,  tor  out  of  reasonable  proportion  to  hi 
If  the  bank  desires  to  make  the  loan  on  financial  condition, 
condition  that  protection  is  afforded  it  (3)  Where  in  relation  to  the  capita 
against  a  portion  of  possible  subsequent  investment  or  financial  condition,  exten 
loss,  it  may  prepare  an  application  for  sive  and  disproportionately  large  Gov 
guarantee  of  the  credit.  This  applica-  ernment  financial  assistance,  loan; 
tion  is  submitted  by  the  bank  to  the  Fed-  guarantees  and/or  facilities  grants  wi! 
eral  Reserve  Bank  in  its  district  which  be  required  in  order  that  the  contracto 
forwards  it,  through  the  Federal  Re-  will  be  able  to  perform  the  propose 
serve  Board  in  Washington,  D.  C.,  to  the  contract. 

military  department  having  the  pre-  (b)  With  regard  to  paragraph  (a)  (1 
dominant  interest  in  the  contractor’s  ac-  of  this  section,  the  V-Loan  procedure  i 
tivities.  Where  the  predominant  inter-  a  method  of  extending  normal  lendin 
est  is  with  the  Air  Force,  one  copy  of  for  working  capital  purposes,  and  th 
such  application  listing  prime  contracts  request  of  lending  bank  for  a  V-Loa 
and/or  subcontracts  will  be  sent  by  the  guarantee  in  most  cases  does  not  refle< 
Federal  Reserve  bank  directly  to  Com-  on  the  basic  credit,  ability,  or  charact* 
mander,  AMC,  attn:  MCPZF.  The  Fed-  of  the  contractor.  Therefore,  if  the  po; 
eral  Reserve  bank  then  makes  an  investi-  sibility  of  a  normal  V-Loan  request 
gation  of  the  loan  and  borrower  which  the  only  element  of  question  or  doul 
includes  financial  responsibility,  and  for-  concerning  the  contractor’s  ability  1 
wards  its  report  to  accompany  the  origi-  finance  the  proposed  contract,  pri< 
nal  application.  Before  a  guarantee  can  clearance  of  the  proposed  contract  wi 
be  approved,  the  procurement  activity  of  not  be  needed  before  completion  of  coi 
the  guaranteeing  agency  must  issue  a  tract  negotiations.  If  other  elements  < 
Certificate  of  Eligibility,  which  is  a  for-  doubt  are  present  as  to  the  propriety  < 
mal  finding  that  the  contracts  listed  on  sufficiency  of  the  proposed  financing  ar 
the  application  come  within  the  purport  the  contractor’s  financial  status,  or  if 
of  the  statute  and  directives.  If  a  Cer-  addition  to  the  possibility  of  V-Loe 
tificate  of  Eligibility  is  issued  and  finan-  financing,  necessity  is  indicated  for  add 


tract  Financing  before  the  procurement 
is  finalized  and  the  contractor  begins 
performance  or  makes  commitment* 
leading  to  such  performance. 

(d)  When  the  above  conditions  exist 
with  any  contractor  contemplated  for 
award  of  an  Air  Force  contract,  prior 
clearance  with  the  Office  of  the  Deputy 
for  Contract  Financing  will  be  obtained. 
The  request  will  include  the  information 
normally  submitted  in  a  V-Loan  or  ad¬ 
vance  payment  application  together  with 
the  following  23  statements: 

(1)  Name  and  address  of  company. 

(2)  Type  of  contract  (cost  plus  fixed 
fee,  fixed  price,  letter,  etc.). 

(3)  Purchase  request 
number. 

(4)  Amount  of  contract  (if  letter  con- 
tract,  this  will  include  both  letter  con. 
tract  price  and  estimated  total  definitive 
price) . 

(5)  Amount  of  all  prior  clearances  if 
the  proposal  covers  an  increase  in  a  letter 
or  other  type  contract. 

(6)  A  brief  description  of  the  items  to 
be  procured. 

(7)  Type  of  procurement-production 
or  research  and  devolpment  item. 

(8)  Total  number  of  items  if  procure¬ 
ment  involves  production. 

(9)  Unit  prices. 

(10)  Delivery  schedule  (or  estimated 
time  required  if  research  and  develop¬ 
ment  contract) . 

(11)  Number  of  units  and  dollar 
amount  per  month  should  be  shown  if 
available. 

(12)  Percentage  of  subcontracting. 

(13)  Reason  for  giving  contract  to 
subject  contractor  (indicate  if  contrac¬ 
tor  is  sole  source) . 

(14)  Availability  and  extent  of  prog¬ 
ress  payments. 

( 15 )  Effect  on  defense  program  if  con¬ 
tract  is  not  awarded. 

(16)  Information  as  to  the  general 
character  and  responsibility  of  the  con¬ 
tractor  as  well  as  comments  as  to  tech¬ 
nical  ability  to  perform  under  the 
contract. 

(17)  Statement  that  the  buying 
organization  will  give  favorable  recom¬ 
mendation  to  any  request  for  a  Certifi¬ 
cate  of  Eligibility  for  the  propoacd 
contract. 

(18)  Information  as  to  the  existence  cf 
the  situations  outlined  in  subparagraph 
a,  b,  and  c  of  the  Zuckert-Gilpatri* 
memorandum  of  August  10,  195L 

(19)  Financial  statements  of  the  con¬ 
tractor  including  (i)  recent  comparative 


or  contract 


statements  of  operation  and  finance 
condition,  (ii)  operating  projection* 
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.  ancial  and  budgetary  data  such  as 
TWftst  of  cash  income  and  outlay. 
iM)  Detailed  information,  if  available, 
n  rning  the  contractor’s  backlog  and 
tanned  procurement,  both  broken  down 
L  show  the  amount  of  each  military  de- 
rtment  and  for  all  other  customers  as 
ctoup  When  the  contractor’s  back¬ 
us  includes  letter  contracts,  the  addi- 
ional  dollar  value  of  the  planned 
nrocurement  should  also  be  shown. 

(21)  Present  means  used  in  financing 
Government  contracts. 

(22)  If  by  V-Loan  give  guarantor 
lgency,  indicating  amount  and  maturity 
date. 

(23)  How  will  proposed  procurement 
be  financed. 

SUBPART  D—  FINANCIAL  DATA 

§1058.402  Responsibilities,  (a)  Each 
ytA  will  obtain  the  necessary  financial 
information  from  those  contractors  do¬ 
ing  business  with  the  Air  Force  and  on 
those  companies  being  cleared  for 
Facility  Capability  Reports  (FCR)  where 
adequate  data  is  not  already  available 
from  published  sources. 

(b)  Buyers,  price  analysts,  or  others 
at  Hq  AMC  will  not  make  requests  for 
financial  data  direct  ,to  contractors  or 
prospective  contractors. 

§  1058.403  Obtaining  financial  data — 
<a)  Normal  cases.  To  make  analyses 
and  to  determine  the  financial  position 
of  contractors  who  have  been  awarded 
contracts  or  are  being  considered  for 
contracts,  the  AMA’s  will  normally  re¬ 
quire  such  contractors  to  submit  the 
information  set  forth  in  this  section. 
Where  possible,  arrangements  will  be 
made  with  contractors  for  automatically 
forwarding  such  information  without 
the  necessity  of  periodic  requests.  Nor¬ 
mally,  the  AMA  will  request  prospective 
contractors  to  furnish  as  much  of  the 
following  information  as  is  required  in 
their  own  operation. 

(1)  Fiscal  year-end  financial  state¬ 
ments,  in  duplicate,  including  at  least 
a  balance  sheet  (with  auditor’s  notes,  if 
available),  operating  statements,  sur¬ 
plus  reconciliation,  and  backlog  of  un¬ 
billed  orders  subdivided  as  to  the 
Government  (by  agencies)  and  other. 
Certified  financial  reports  should  be 
furnished  complete,  since  the  certifica¬ 
tion  does  not  apply  if  the  notes  or  any 
part  of  the  report  is  not  included.  Au¬ 
dited  statements  are  preferred  but  if 
unaudited  they  should  be  authenticated 
by  an  officer  of  the  company. 

(2)  Interim  financial  statements,  in 
duplicate,  including  balance  sheet,  oper¬ 
ating  statement,  surplus  reconciliation, 
and  backlog  of  unbilled  orders,  signed  by 
a  responsible  officer  of  the  company.  The 
decision  as  to  what  interim  statements 
should  be  obtained  from  a  contractor  is 
a  matter  of  judgment  depending  upon 
the  individual  situation.  Interim  state¬ 
ments  normally  will  not  be  required  more 
often  than  every  90  days,  and  where  the 
contractor  regularly  publishes  interim 
statements  on  a  quarterly  basis,  it  usu¬ 
ally  is  agreeable  to  accept  statements  as 
of  the  publication  dates.  In  exceedingly 
weak  cases,  however,  it  may  be  necessary 
to  obtain  monthly  financial  statements. 
With  unusually  strong  companies,  semi¬ 


annual  or  annual  statements  may  be 
sufficient. 

(b)  Special  cases.  Where  contractors 
and  prospective  contractors  either  have 
limited  working  capital  or  show  evi¬ 
dence  of  financial  weakness,  the  follow¬ 
ing  additional  information  will  be 
requested  in  duplicate  from  such  con¬ 
tractors  by  the  AMA,  incident  to  the 
accomplishment  of  a  Facility  Capability 
Report. 

(1)  An  estimated  cash  budget  flow 
sheet  showing  beginning  working  capi¬ 
tal,  disbursement  and  receipts  for  pe¬ 
riod  during  life  of  anticipated  contract. 
The  cash  budget  flow  sheet  should  in  all 
instances  give  effect  to  the  recoupment 
of  the  progress  payments  when  they  have 
been  requested. 

(2)  Statement  of  how  this  specific 
contract  will  be  financed. 

(3)  If  the  contract  will  be  financed  by 
recapitalization,  a  balance  sheet  reflect¬ 
ing  proof  of  additional  capital  being 
paid  in. 

(4)  If  the  contract  will  be  financed 
by  borrowing  or  additional  borrowing 
from  a  bank,  a  bank  agreement  or  letter 
from  the  bank  stating  that  they  will 
loan  a  specific  amount  or  that  the  bank 
will  furnish  working  capital  for  the  per¬ 
formance  of  this  contract.  (This  letter 
is  not  to  require  a  commitment  fee.) 

(5)  If  the  contract  will  be  financed  by 
a  financial  guarantee  from  an  individ¬ 
ual  or  from  a  parent  company,  affiliated 
company,  or  any  other  company,  a  letter 
from  the  individual  or  from  the  company 
(signed  by  an  officer  of  the  company, 
stamped  with  the  corporate  seal,  and 
notarized  by  a  notary  public),  together 
with  current  balance  sheet  of  company 
making  the  guarantee.  If  a  guarantee 
is  made  by  a  corporation,  a  certified  res¬ 
olution  of  the  board  of  directors  author¬ 
izing  the  corporation  to  make  such  a 
guarantee  and  disclose  the  authority  of 
the  officer  signing  in  behalf  of  the  cor¬ 
poration  to  so  obligate  the  corporation, 
should  be  furnished. 

(6)  If  a  newly  organized  company,  a 
copy  of  the  incorporation  papers,  also 
a  balance  sheet  reflecting  amount  of 
paid-in  capital  stock. 

(7)  Name  of  parent  company,  if  any, 
and  list  of  subsidiaries  or  affiliates. 

(8)  In  addition  to  furnishing  the 
above  information,  the  AMA,  as  a  condi¬ 
tion  precedent  to  the  granting  of  a  finan¬ 
cial  clearance,  may  requires  statement 
in  writing  from  the  proposed  contractor 
that  it  will  furnish  fiscal  and  interim 
financial  statements  acceptable  to  the 
Air  Force  during  the  life  of  the  contract. 
Fiscal  year  end  statements  in  such  cases 
will  be  furnished  within  90  days  after  the 
close  of  the  fiscal  year  and  interim  state¬ 
ments  should  be  furnished  within  30 
days  after  the  close  of  the  interim  period. 
The  required  frequency  of  interim  state¬ 
ments  will  be  determined  according  to 
paragraph  (a)  (2)  of  this  section  and 
will  be  made  known  to  the  proposed  con¬ 
tractor  for  inclusion  in  its  letter.  The 
action  authorized  by  this  section  nor¬ 
mally  will  be  taken  by  the  AMA  upon 
determination  that  close  surveillance  will 
be  required  while  contracts  are  outstand¬ 
ing  and  where  the  proposed  contractor 
does  not  publish  financial  statements  in 


the  frequency  or  completeness  required 
for  such  surveillance. 

(c)  Any  of  the  financial  statements 
ndicated  in  this  section  requested  of  a 
contractor  will  be  specified  by  the  re¬ 
questing  office  by  letter,  whether  or  not 
oral  discussions  were  held  with  the  con¬ 
tractor,  for  the  specific  items  needed.* 

§  1058.404  Financial  guaranties. 
Agreements  in  the  nature  of  financial 
assistance,  performance  guaranties,  and 
subordination  agreements  submitted  in 
support  of  the  financial  condition  of  a 
contractor  will  be  reviewed  for  financial 
adequacy  and  legal  sufficiency  before 
consideration  as  a  factor  in  granting 
financial  clearance.  In  all  cases  where  a 
guaranty  agreement  has  been  obtained, 
it  will  be  supported  by  a  current  financial 
statement  of  the  guarantor. 

§  1058.405  Records  and  forms.  Full 
utilization  will  be  made  of  all  financial 
data  obtained  which  pertains  to  Govern¬ 
ment  contractors.  Minimum  informa¬ 
tion  common  to  all  companies  will  in¬ 
clude  a  continuous  historical  record  of 
cash,  current  assets,  current  liabilities, 
working  capital,  net  worth,  sales,  profit, 
and  backlog.  Additional  information 
and  analyses  will  be  developed  as  indi¬ 
vidual  cases  require:  ratio  studies,  trend 
studies,  net  worth  analyses,  “break-even’* 
studies,  and  statements  of  source  and  ap¬ 
plication  of  funds  frequently  strengthen 
the  basis  for  a  decision  on  financial 
capability. 

SUBPART  F — DEBTS  OWED  BY  CONTRACTORS; 
DEFERRED  PAYMENTS  * 

§  1058.602  Determination  of  debt,  (a) 
Debts  referred  to  in  this  subpart  will  in¬ 
clude  but  not  be  limited  to: 

(1)  Damages  or  excess  costs  incident 
to  defaults  in  performance. 

(2)  Breach  of  contract  obligations 
concerning  progress  payments,  advance 
payments,  or  Government-furnished 
property. 

(3)  Delinquency  in  rentals. 

(4)  Expense  of  correction  of  defects. 

(5)  Overpayments  incident  to  errors 
in  quantity,  deficiencies  in  quality,  or 
errors  in  billing. 

(6)  Retroactive  price  reductions  re¬ 
sulting  from  contract  provisions  for  price 
determination  or  for  determination  of 
prices  under  incentive-type  contracts. 

(7)  Delinquencies  in  payment  by 
charter  and  contract  carriers  for  sales  of 
aviation  fuels  and^oil. 

(b)  The  amount  of  any  indebtedness  of 
contractors  to  the  Government  must  be 
ascertained  promptly  to  minimize  the 
possibility  of  loss  from  later  inability  to 
collect.  Delays  in  determining  amounts 
due,  or  in  obtaining  timely  payment,  are 
in  effect  extensions  of  credit  to  con¬ 
tractors. 

(c)  The  amount  of  a  debt  due  to  the 
Government  and  the  time  it  is  established 
will  vary  according  to  type  of  contract 
involved. 

(1)  For  example,  in  a  price-redeter¬ 
mination-type  contract,  the  amount  due 
may  be  determined  by  negotiation  or 
fixed  by  a  unilateral  determination  by  the 
contracting  officer  and  the  debt  will  be 
established  when  demand  is  made  upon 
the  contractor  for  payment. 


RULES  AND  REGULATIONS 


(2)  On  the  other  hand,  the  amount  due  payment  plans  will  be  submitted  to  the 

and  the  date  the  debt  is  established  may  contractor  by  the  designated  accounting 
be  governed  by  the  terms  of  the  contract  officer.  The  invoice  will  contain  a 
itself,  as  in  the  case  of  a  lease  contract  request  that  remittance  be  sent  to  the 
providing  for  a  fixed  rental  rate  payable  finance  officer.  A  copy  of  the  invoice 
at  stated  intervals.  will  be  immediately  furnished  to  the 

(3)  In  any  situation  full  and  fair  con-  appropriate  administrative  contracting 
sideration  will  be  given  to  the  merits  of  officer  and  finance  officer. 

the  Government’s  claims  and  the  merits  (b)  Upon  determination  and  demand 
of  all  known  claims  of  the  contractor,  for  for  payment  of  an  indebtedness  the 
adjustment  or  otherwise,  that  may  be  appropriate  contracting  officer  will 
allowable  to  the  contractor  under  the  promptly  notify  the  responsible  account- 
contract,  and  that  would  serve  to  reduce  ing  officer,  finance  officer  and,  if  ap- 
the  amount  to  which  the  Government  is  propriate,  the  administrative  contracting 
fairly  entitled.  officer.  The  notice  will  indicate  the  date 

(d)  When  it  is  necessary  to  negotiate  the  contracting  officer  made  demand  on 
or  otherwise  determine  the  amount  of  a  the  contractor  and,  except  as  stated  in 
debt,  the  fixing  of  the  amount  due  to  the  paragraph  (c)  of  this  section,  will  advise 
Government  will  not  be  held  up  or  de-  the  finance  officer  to  withhold  payment 
layed  because  of  uncertainties  as  to  the  from  the  contractor  of  any  sums  due  the 
allowability  of  other  claims  of  the  con-  contractor  pending  receipt  of  such  case 
tractor,  or  uncertainty  as  to  the  amount  payment. 

of  such  claims.  If  there  are  such  un-  (c)  If  the  contracting  officer  is  reason- 
certainties,  or  if  the  contractor  (1)  is  ably  satisfied  that  full  payment  will  be 
delinquent  in  furnishing  pertinent  infor-  made  in  cash  within  30  days  after  de- 
mation  required  to  be  furnished  by  him  mand  or  if  not  paid  in  cash  within  the 
pursuant  to  the  contract,  (2)  fails  to  30-day  period  that  the  full  amount  can 
negotiate  expeditiously  and  in  good  faith  be  recovered  by  offset  of  payments  ex- 
according  to  any  provision  of  the  con-  pected  to  be  made  on  the  contract  within 
tract  requiring  such  negotiations,  or  (3)  the  next  60-day  period,  he  may  defer  the 
fails  to  promptly  execute  a  supplemental  withholding  of  payments  for  the  first 
agreement  reflecting  the  result  of  negoti-  period  of  30  days  following  demand  for 
ations,  the  appropriate  contracting  offi-  payment  by  so  advising  the  finance 
cer  will  promptly  make  proper  finding  officer.  If  a  debt  arises  automatically  at 
and  determination,  fixing  the  amount  of  stated  intervals  by  terms  of  the  contract, 
the  contractor’s  indebtedness,  as  per-  such  a  determination  will  be  made  only 
mitted  or  not  prohibited  by  the  contract  if  the  contractor  defaults  in  payment, 
and  supported  by  sufficient  evidence.  (d)  Appeals  by  contractors  will  not 

(e)  The  contracting  officer  will  suspend  or  delay  action  for  withholding, 
promptly  initiate  the  necessary  action  to  s  msa  604  Offset  (a)  Whether  in- 
process  supplemental  agreements  when  gt^fons  to  withhold  payments  under 
applicable.  All  contractual  documents  the  ific  contract  under  which  the 
which  provide  for  recoupment  of  moneys  debt 

arose  were  issued  or  not,  if  within 
from  the  contractor  will  contain  a  clause  30  days  after  maturity  of  a  debt  or  de- 

pr°viding  for  a  specific  method  of  pay-  mand  f0r  its  payment  full  collection  has 
ment  by  the  contractor  through  a  tender  t  ^  made  or  a  suppiemental  agree- 
forthwith  of  check  or  offsetting  credit,  t  has  t  been  executed  t0  provide 
except  to  the  extent  deferral  of  payments  f  deferred  collection  within  not  more 
is  specifically  authorized  according  to  than  90  d  from  the  toitial  demand, 
this  part.  In  no  case  will  an  either-or  the  finance  offl,er  wU1  automaticaiiy 
clause  providing  for  alternative  methods  a  l  payments  under  the  contract  to 
of  payment  by  the  contractor  be  used.  reduce  the  indebtedness.  The  amount 
Whether  by  check  in  full,  credit  memo-  wlthheld  from  payment,  if  any.  and  all 
randa,  or  deferred  payments  the  con-  (uture  amounts  becoming  due  under  the 

tractual  instrument  will  include  a  re-  contract  will  be  offset  until  the  indebted- 
qmrement  that  the  contractor  will  send  ness  i$  satisfled 

copies  of  the  transmittal  letter,  giving  T-  ..  ,  ,TO 

•full  rfpf* lift  nf  thp  trcmcunHnn  tivo  (b)  If  the  contractor  within  30  days 


will  notify  MCPZP  in  addition  to  th 
other  interested  officers.  If  any  of  th 
offices  have  information,  or  can  readT 
obtain  information  that  the  delbSSS 
contractor  has  other  contracts  with  th 
same  or  other  installations  of  the 
Force,  or  the  company  has  contract! 
with  other  departments  or  agencies* 
the  Government  that  may  lead  to  rJ 
ments,  such  information  will  be  immedi 
ately  relayed  to  the  appropriate  fin^i 
officer.  If  the  finance  officer  is  satSS 
that  the  full  amount  of  the  debt  cannot 
be  recovered  by  offset  of  payments  ex 
pected  to  be  made  on  the  contract  an 
immediate  request  will  be  made  directb 
to  such  department  or  agency,  or  finance 
office  of  such  agency,  if  known,  to  with 
hold  any  payments  to  effect  collection  of 
the  debt  on  the  contract  under  which  the 
contractor’s  indebtedness  arose. 

(d)  Government  personnel  are  ex- 
pected  to  cooperate  and  assist  in  the  full 
fillment  of  such  requests,  giving  due  re. 
gard,  however,  to  the  effect  pf  abrupt 
cessation  of  payments  on  the  operations 
of  the  contractor,  performance  of  the 
contracts,  and  the  interest  of  the  United 
States  in  such  contracts.  In  all  such 
cases  the  rights  of  assignees  under  the 
Assignment  of  Claims  Act  of  1940,  as 
amended  (54  Stat.  1029;  31  U.  S.  C.  203), 
and  under  contract  provisions  pursuant 
thereto,  will  be  scrupulously  respected. 

(e)  In  making  these  requests  and  in 
complying  with  such  requests,  care  will 
be  taken  at  all  times  to  avoid  overcollec- 
tion  or  duplicate  collection.  Checks  to 
liquidate  indebtedness  pursuant  to  such 
requests  will  be  drawn  payable  to  the 
“(contractor’s  name  or  Treasurer  of 
the  United  States)”  and  sent  to  the 
finance  officer  on  the  contract  under 
which  the  indebtedness  arose,  and  will 
be  accompanied  by  a  statement  sufficient 
to  identify  the  indebtedness  to  which  it 
is  to  be  applied.  The  agency  making 
the  deduction  will  give  appropriate  no¬ 
tice  of  the  accomplishment  of  the  de¬ 
duction  to  the  contractor  concerned  and 
the  finance  officer.  The  finance  officer, 
in  turn,  will  give  notice  to  the  admin- 
istrative  contracting  officer  and  the  ac¬ 
counting  officer. 

§  1058.606  Deferred  payments;  to 
days  or  less.  Under  certain  circum¬ 
stances  deferred  payments  not  to  exceed 
after  a  debt  is  established  makes  a  defi-  90  days  from  the  date  of  maturity  of 
nite  proposal  for  unusual  deferred  pay-  the  debt  may  be  permitted  upon  proper 
ments  (over  90  days),  pending  decision  application  by  the  contractor.  „v\? 
of  the  Deputy  for  Contract  Financing,  (a)  A  contractor  desiring  to  pay  an 
Office  of  the  Assistant  Secretary  of  the  indebtedness  over  an  extended  time  not 
Air  Force,  Hq  AMC,  can  issue  instruc-  to  exceed  90  days  must  submit  a  request 
tions  to  the  finance  office  to  withhold  for  such  deferral  within  30  days  from 
or  off-set  payments  under  the  contract  the  date  of  maturity.  The  contractor* 
or  waive  such  action  to  the  extent  con-  request,  whether  directed  to  the  con* 
sidered  prudent  and  in  the  best  interests  tracting  officer  who  issued  demand  for 
of  the  United  States.  payment  or  to  the  accounting  officer  who 

(c)  If  the  contractor  fails  to  satisfy  submitted  invoice  for  payment,  will  be ' 
fully  the  debt  within  30  days  from  de-  sent  immediately  to  the  Commander, 
mand,  or  writhin  that  time  fails  to  make  AMC. 

arrangements  for  deferred  payments,  the  (b)  Prior  to  approval  of  a  defend 
finance  office  will  immediately  wire  payment  arrangement,  the  Financial 
notice  of  such  fact  to  the  appropriate  ac-  Branch  will  request  information  which 
counting  office,  the  procuring  contract-  will  support  an  analysis  of  the  contrac- 
ing  officer,  and  the  administrative  con-  tor’s  financial  condition,  existing  or 
tracting  officer.  If  the  contractor  fails  available  credit  arrangements,  produe* 
to  live  up  to  the  terms  of  an  approved  tion  and  purchasing  schedules,  defense, 
deferred  arrangement,  the  finance  officer  contract  backlog,  cash  resources  and! 
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d  cash  receipts  and  require- 
Pf°nts  and  the  effect  of  full  immediate  „ 
^vment  on  the  contractor’s  operation. 

P  (C)  The  information  furnished  by  the 
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contractor  must  be  adequate  to  permit 
n  evaluation  of  the  above  factors  and 
m  show  that  immedate  payment  in  full 
nr  complete  offset  of  all  future  payments 
would  seriously  impair  the  contractor’s 
Twiity  to  continue  operations  or  jeopard- 
performance  of  the  contract  or  of 
!5Lr  contracts  or  subcontracts  for  the 
national  defense,  and  that  orderly  col¬ 
lection  can  be  effected  fully  within  not 
more  than  90  days  from  the  date  of  the 
demand  for  payment. 

(d)  Subject  to  the  provisions  m  para- 
(c)  of  this  section,  AMC  may 


ferred 
ancitl 
which 
itrac- 
ig  or 
•odue* 
efense 
s  and 


graph 


SUBPART  J— REPORTING  CONTRACTORS  IN¬ 
VOLVED  IN  BANKRUPTY,  RECEIVERSHIP, 
ASSIGNMENT  FOR  THE  BENEFIT  OF  CREDI- 
tORS,  OTHER  TYPES  OF  INSOLVENCY  PRO¬ 
CEEDINGS  AND  PROBATE  PROCEEDINGS 


authorize  a  supplemental  agreement 
rith  the  contractor  setting  forth  the 
terms  and  conditions  for  such  deferred 
payments. 

*5 1058.607  Deferred  payments,  un- 
utifll.  •  (a)  Unusual  situation  may  arise 
there  the  best  interest  of  the  Govern¬ 
ment  may  be  served  by  deferring  collec¬ 
tion  of  contract  indebtedness  for  a  period 
longer  than  90  days.  A  contractor  will 
have  up  to  30  days  after  maturity  of  debt 
to  make  a  definite  proposal  for  payment 
over  a  period  of  more  than  90  days  from 
the  due  date  of  the  debt,  and  to  submit 
such  information  to  support  the  proposal 
asHq  AMC  may  request. 

(b)  The  information  must  demon¬ 
strate  that: 

(1)  The  contractor  will  be  unaole  to 
pay  the  debt  within  90  days  from  date  of 
demand,  or 

(2)  Pull  payment  within  such  90 -day 
period,  if  enforced,  would  either  (i)  pre¬ 
cipitate  bankruptcy  or  insolvency  of  the 
contractor,  with  foreseeable  loss  of  all  or 
a  part  of  the  debt  in  question,  or  with 
other  foreseeable  loss  on  other  claims  of 
or  interests  of  the  United  States,  or  (ii) 
prevent  performance  of  contracts  or  sub¬ 
contracts  deemed  necessary  to  the  na¬ 
tional  defense,  and 

(3)  Collection  of  the  indebtedness  in 
full  is  likely  if  the  proposal  for  deferred 
payment  is  accepted. 

(c)  Hq  AMC  will  make  an  examina¬ 
tion  and  analysis  and  will  submit  through 
channels  on  a  priority  basis  an^evalua- 
tion  of  the  contractor’s  proposal,  with 
the  necessary  supporting  information 
and  a  recommendation,  to  the  Deputy  for 
Contract  Financing,  Office  of  the  Assist¬ 
ant  Secretary  of  the  Air  Force. 

(d)  The  Deputy  for  Contract  Financ¬ 
ing  may  deny  the  contractor’s  proposal, 
or  approve  it,  or  approve  it  upon  pre¬ 
scribed  conditions.  Deferred  payments 
for  a  period  longer  than  90  days  which 
are  approved  by  the  Deputy  for  Contract 
Pinancing  will  be  charged  interest  at  the 
rate  of  5  percent  per  annum  unless  a  dif¬ 
ferent  rate  is  determined  by  the  approv¬ 
ing  office. 

Je)  Agreements  in  this  category  will 
include  such  covenants  and  security  as 
prudent  and  feasible  under  the  circum¬ 
stances  of  each  case,  will  be  limited  to  the 
shortest  practicable  maturities,  and  will 
he  made  only  when  found  to  meet  the 
standards  set  forth  in  paragraph  (b)  of 
this  section. 


§  1058.1002  Reporting  institution  of 
bankruptcy,  receivership,  insolvency,  and 
probate  proceedings.  Prompt  notifica¬ 
tion  is  required  of  cases  where  a  contrac¬ 
tor  doing  business  with  the  Air  Force  is 
involved  in  bankruptcy,  receivership, 
assignment  for  the  benefit  of  creditors, 
or  any  other  type  of  insolvency  proceed¬ 
ings  or  probate  proceedings.  Immediate 
transmission  of  information  concerning 
the  institution  of  such  proceedings  will 
insure  that  a  proof  of  claim  is  filed  by 
the  Department  of  the  Air  Force  against 
such  a  contractor  within  the  statutory 
time  limitations. 


Part  1059 — Aircraft  and  GFAE 
Procurement 


Subpart  B — Use  of  Production  Aircraft  in  Emer¬ 
gencies  and  Control  of  Flight  Test  and  Dem¬ 
onstration  Flights 


Sec. 

1059.201  Use  of  production  aircraft  in  emer¬ 
gencies. 

1059.202  Control  of  flight  test  and  demon¬ 
stration  flights. 


Subpart  E — Financing  of  Engineering  and  Devel¬ 
opment  or  “Product  Improvement  Proposal” 
With  Production  Funds 


1059.502  Definition. 
1059.504  General. 


Subpart  F — Special  Procurements 

1059.602  Procurement  of  mobile  training 
units. 

1059.603  Procurement  of  external  fuel 
tanks. 

1059.604  Procurement  of  petroleum  prod¬ 
ucts. 


Subpart  G — Industry  Preparedness  Measures 
Contracts 


1059.702  General. 


Subpart  I — Termination  of  Second  Sources 

1059.902  Policy.  * 


Subpart  J — Funding  of  Supply  Contract  To 
Include  Production  Acceleration  Capability 
and/or  Production  Compression  Capability 
Projects 


1059.1002  Definition. 

1059.1003  General. 


Authority:  §§  1059.201  to  1059.1003  is¬ 
sued  under  sec.  8012,  70A  Stat.  488;  10  U.  S.  C. 
8012.  Interpret  or  apply  secs.  2301-2314,  70A 
Stat.  127-133;  10  U.  S.  C.  2301-2314. 


SUBPART  B — USE  OF  PRODUCTION  AIRCRAFT 
IN  EMERGENCIES  AND  CONTROL  OF  FLIGHT 
TEST  AND  DEMONSTRATION  FLIGHTS 


§  1059.201  Use  of  production  aircraft 
in  emergencies — (a)  Definitions.  The 
term  “production  aircraft”  as  used  in 
this  part  refers  to  aircraft  accepted  by 
AF  plant  representatives  at  the  factory 
but  not  yet  delivered  to  the  receiving 
service;  it  particularly  excludes  “experi¬ 
mental  aircraft.” 

(b)  Policy.  (1)  Hq  AMC,  may  author¬ 
ize  the  use  of  a  production  aircraft  for 
emergency  flights  on  official  business, 
provided  suitable  permanently  assigned 
aircraft  are  not  available.  Authorization 
will  be  granted  for  specific  cases  and 
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only  for  emergency  matters  of  limited 
duration. 

(2)  Local  flights  by  AF  or  contractor 
pilots  for  the  purpose  of  transitional 
training  on  the  pertinent  type  of  aircraft, 
or  for  similar  related  reasons  necessary 
in  the  best  interest  of  the  AF,  may  be 
authorized  by  the  local  AF  plant 
representative. 

(3)  In  any  of  the  above  cases,  care  will 
be  exercised  to  select  aircraft  which  have 
not  been. reported  as  available  for  de¬ 
livery.  Where  the  case  is  deemed  to  be 
of  sufficient  importance  to  warrant  the 
use  of  aircraft  previously  reported  avail¬ 
able,  immediate  steps  will  be  taken  to 
cancel  the  availability  notice  and  explain 
such  cancellation. 

(4)  Care^will  also  be  exercised  in 
selecting  aircraft  for  such  emergency 
missions,  to  avoid  the  necessity  of  per¬ 
forming  a  25-hour  or  50-hour  check  prior 
to  arrival  at  the  domestic  destination 
designated  in  shipping  instructions. 
Further,  steps  will  be  taken  to  insure 
that  no  additional  expense  is  borne  by 
the  contractor  for  maintenance  or  serv¬ 
ice  of  the  aircraft  as  a  result  of  such 
missions. 

§  1059.202  Control  of  flight  test  and 
demonstration  flights. — (a)  General.  In 
the  interest  of  exercising  every  reason¬ 
able  safety  precaution  in  the  perform¬ 
ance  of  flying  these  airplanes  and  to  ob¬ 
viate  as  far  as  possible  criticisms  and 
complaints  from  residents  in  areas  ad¬ 
jacent  to  the  airports  from  which  these 
flights  originate,  AMA  commanders  will 
establish  and  maintain  in  current  status 
such  procedures  as  they  deem  necessary 
to  assure  positive  supervision  of  the  air¬ 
craft  under  their  respective  jurisdiction. 
They  will  accomplish  frequent  and  pe¬ 
riodic  examinations  of  the  control  and 
coordination  between  their  activities  and 
contractors  under  their  cognizance  to 
assure  that  any  deviation  from  proven 
practices  will  be  made  the  subject  of  cor¬ 
rective  action.  It  is  desired  to  emphasize 
to  all  military  and  contractor  flying  per¬ 
sonnel  operating  AF  aircraft  or  aircraft 
in  which  the  Government  has  assumed 
liability  for  flight  risks,  the  importance 
of  recognizing  and  feeling  personally  re¬ 
sponsible  for  the  highest  possible  flying 
safety  standards  and  the  maintenance  of 
the  good  will  of  the  general  public. 

(b)  Policies  and  procedures.  Certain 
rules  and  principles  are  basic  in  main¬ 
taining  high  flying  safety  standards. 
Local  conditions  may  require  that  these 
basic  rules  be  implemented  with  addi¬ 
tional  and  more  detailed  instructions. 
AMA  commanders  are  urged  to  initiate 
such  additional  detailed  instructions  as 
are  considered  necessary  to  control 
flights  of  aircraft  which  are  under  their 
immediate  jurisdiction  and  to  maintain 
close  supervision  over  all  such  flights  to 
assure  strict  observance  of  these  instruc¬ 
tions.  The  following  rules  will  be  man¬ 
datory: 

(1)  Test  flights  of  a  routine  nature, 
not  included  in  a  test-flight  program  ap¬ 
proved  by  the  Government  under  a  spe¬ 
cific  contract,  may  be  made  on  authority 
of  the  AMA  commander  or  his  designated 
representative. 
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RULES  AND  REGULATIONS 


(2)  No  other  test  flights  or  demon¬ 
stration  flights  will  be  performed  unless 
specifically  authorized  by  either  the 
Chief,  Aircraft  Division,  Hq  AMC,  on 
production  aircraft,  .or  the  Deputy  for 
Operations,  WADC,  ARDC,  on  test  air¬ 
craft.  Such  authorized  flights  will  be 
made  in  accordance  with  Air  Force  and 
CAA  regulations  (unless  deviation  from 
regulation  is  authorized  by  competent 
authority) .  All  requests  for  test  flights, 
other  than  routine,  and  demonstration 
flights  will  be  coordinated  with  the  Dep¬ 
uty  for  Operations,  WADC,  ARDC, 

--.prior  to  authorization  being  granted 
Authorization  granted  will  be  made  in 
writing  over  the  personal  signature  of 
the  authorizing  official  and  will  be  for¬ 
warded  to  the  contractor  concerned 
through  the  AMA  commander  exercising 
jurisdiction. 

(3)  In  addition  to  the  authorization 
required  for  performing  flights  pursuant 
to  subparagraph  (2)  of  this  paragraph, 
pilot  and  air  crew  members  will  not  per¬ 
form  flight  tests  or  demonstration  flights 
unless  so  authorized  in  writing  by  the 
AMA  commander  or  his  designated  rep¬ 
resentative.  (Such  representative  will 
be  designated  in  writing  over  the  per¬ 
sonal  signature  of  the  AMA  commander.) 

(4)  In  all  aircraft  equipped  with  two- 
way  radio  communication,  aircraft  com¬ 
manders  will  not  attempt  flights  unless 
two-way  radio  communication  is  opera¬ 
tive.  All  aircraft  in  flight  will  maintain 
a  listening  watch  on  a  designated  com¬ 
munication  frequency  whereby  required 
information  may  be  relayed  in  compli¬ 
ance  with  the  mission  and  communica¬ 
tion  will  be  available  in  the  event  of 
trouble  or  difficulty.  All  aircraft  which 
are  provided  with  two-way  radio  com¬ 
munication  will  have  operative  trans¬ 
mission  and  reception  on  a  standard 
Air  Force  emergency  frequency. 

(5)  Aircraft  will  at  all  times  be  piloted 
in  such  a  manner  as  to  reflect  good  judg¬ 
ment  and  due  consideration  for  other 
air  traffic  and  public  safety. 

(6)  All  flights  will  be  conducted  ac¬ 
cording  to  AF  and  CAA  flight  regulations. 
Deviations  from  these  regulations  are 
prohibited  except  as  specifically  author¬ 
ized  by  competent  authority  for  test 
flight  and/or  demonstration  flight  pur¬ 
poses.  A  copy  of  the  current  issue  of 
CAA  “Flight  Regulations”  and  CAA 
“ANC  Procedures  for  the  Control  of  Air 
Traffic”  will  be  available  in  all  flight 
operation  offices. 

(7)  Flying  over  metropolitan  or  other 
densely  populated  areas  will  be  avoided 
insofar  as  practical.  Approach  and 
takeoff  lanes,  where  established  over 
populated  areas,  may  be  used. 

(8)  Normally,  all  test  flying  will  be 
conducted  under  VFR  conditions  and 
during  the  hours  of  daylight.  However, 
AMA  commanders  may  authorize  test 
and  acceptance  flights  under  other  con¬ 
ditions  when  deemed  necessary  to  more 
effectively  accomplish  their  mission. 

(9)  Formation  takeoffs  are  prohibited. 
Low-altitude  flying  over  metropolitan 

/and  populated  areas  or  any  attempts  at 
exhibitionism  are  prohibited.  When 
tests  require  that  low-altitude  flying  be 
accomplished,  it  will  be  performed  over 
areas  specifically  designated  for  this 
purpose. 


(10)  Acrobatics  will  only  be  performed 
according  to  AF  and  CAA  specified 
minimums. 

(11)  Takeoffs  will  be  made  only  after 
proper  radio  clearances  have  been  re¬ 
ceived  from  the  control  tower  and/br 
according  to  existing  AF  and  CAA  re¬ 
quirements.  Takeoffs  will  be  in  a  normal- 
manner  consistent  with  the  type  air¬ 
craft  being  flown.  Turns  wrill  not  be 
made  until  a  minimum  safe  altitude  is 
reached,  and  will  conform  with  local 
traffic  control  instructions. 

(12)  Approaches  and  landings  will  be 

made  in  orderly  fashion  according  to 
existing  traffic  pattern  and  AF  and  CAA 
requirements.  ^ 

(13)  AMA  commanders  will  make 
certain  that  all  practicable  rescue  equip¬ 
ment  is  available  to  insure  the  safe¬ 
guarding  of  life  in  the  event  of  crash 
landings  or  ditching.  This  includes  ade¬ 
quate  air-sea  rescue  service. 

(c)  Flights  requiring  escorts.  It  is 
AF  policy  that  first  flights  of  experi¬ 
mental  aircraft,  first  flights  of  initial 
article  production  aircraft,  plus  such 
subsequent  flights  as  deemed  necessary, 
and  all  flights  of  any  test  aircraft  which 
are  of  a  hazardous  nature,  or  those  which 
require  observation  from  another  air¬ 
craft  to  obtain  data,  will  be  accompanied 
by  an  “observer”  aircraft. 

SUBPART  E — FINANCING  OF  ENGINEERING  AND 

DEVELOPMENT  OR  “PRODUCT  IMPROVEMENT 

PROPOSAL"  WITH  PRODUCTION  FUNDS 

§  1059.502  Definition.  For  conven¬ 
ience,  and  by  general  usage,  the  term 
“Product  Improvement  Proposal”  is  de¬ 
fined  as  a  specified  program  of  continu¬ 
ing  engineering  and  development  leading 
to  continuing  improvement  of  an  article 
in  production  or  the  immediate  family  of 
similar  articles,  and  with  respect  to  air¬ 
frames  and  equipment,  over  and  above 
changes  processed  under  the  Engineer¬ 
ing  Change  Proposal  (ECP)  procedures; 
i.  e.,  normal  configuration  changes, 
safety  changes,  etc.  (as  set  forth  in  ANA 
Bulletins  Nos.  390a  and  391).  An  engi¬ 
neering  change  proposal  is  a  medium 
used  by  the  contractor  for  formally 
proposing  and  processing  engineering 
changes  proposed  by  the  contractor  or 
requested  by  the  procuring  activity. 

§  1059.504  General,  (a)  Product  im¬ 
provement  will  be  included  in  the  pro¬ 
duction  control  by  specifying  as  a  sepa¬ 
rate  clause  in  such  contract  the  principal 
engineering  items  and  the  amounts  of 
money  required  for  each  item. 

(b)  Product  improvement  will  not  be 
used  as  a  subterfuge  for  preproduction 
funds  which  are  funded  under  a  separate 
project. 

(c)  It  is  necessary  to  distinguish  be¬ 
tween  the  costs  of  a  product  improve¬ 
ment  program  proper,  and  a  change  in 
unit  costs  resulting  from  a  product  im¬ 
provement.  An  increase  or  addition  in 
price  of  an  end  article  caused  by  an 
improvement  to  the  article  as  result  of  a 
product  improvement  program  is  not  to 
be  considered  as  chargeable  to  the  prod¬ 
uct  improvement  proposal,  but  is  to  be 
chargeable  to  production  costs.  For 
example,  on  an  engine,  the  result  of  a 
product  improvement  program  may  be  to 
change  the  model  designation  from  an 


R-xxxx-1  to  an  R-xxxx-2.  The  dim, 
ence  in  cost  between  the  -1  and  the  o 
is  not  a  product  improvement  pronLi 
Any  cost  associated  with  the  prociir  ' 
ment  of  actual  parts  to  retrofit  and  cnT 
vert  a  -1  into  a  -2  is  not  a  part  of  th 
product  improvement  proposal  £5 
would  normally  be  procured  out  of  4nn 
Series  funds.  Only  costs  associated  wml 
the  -1  procurement  for  the  purpose 
product  improvement  which  eventual 
leads  to  the  procuring  of  the  -2  engSk 
product  improvement. 

SUBPART  F— SPECIAL  PROCUREMENTS 

§  1059.602  Procurement  of  mobile 
training  units. — (a)  Definitions  <u 
“Mobile  Training  Unit  (MTU)”  consists 
of  training  aids  that  are  representative 
of  major  aircraft  components,  and  re¬ 
lated  airborne  and  supporting  equipment 
representative  of  a  specific  type  and 
model  of  aircraft. 

(2)  The  primary  function  of  the  MT^j 
is  to  provide  on-the-job  training  of  air- 
craft  maintenance  personnel,  as  well  as 
the  familiarization  of  aircrew  personnel 

(3)  “General  MTU  Specification"  is  a 
specification  prepared  by  Equipment 
Laboratory,  Wright  Air  Development 
Center,  which  outlines  the  overall  re¬ 
quirements  for  an  MTU  and  is  used  by. 
contractors  as  a  guide  in  preparation  of 
a  detailed  MTU  specification. 

(4)  “Detailed  MTU  Specification”  is  a 
documented  specification  prepared  by 
the  contractor  describing  in  detail  the 
components  of  an  MTU  and  containing 
lists  of  GFP  required  in  construction  of 
the  various  panels  of  the  MTU.  The  rep¬ 
resentative  airplane  will  be  specified  in 
the  detailed  specification. 

(b)  Policy.  (1)  MTU’s  will  ordinarily 
be  procured  from  the  manufacturer  of 
the  aircraft  which  the  MTU’s  represent. 

(2)  Normally,  MTU’s  will  be  procured 
concurrently  with  the  aircraft  which 
they  represent. 

(3)  Each  MTU  will  represent  a  spe¬ 
cifically  designated  airplane,  hereafter 
referred  to  as  the  “representative  air¬ 
plane.” 

(4)  At  the  time  of  delivery,  the  MTU 
will  accurately  portray  the  systems  of  the 
representative  airplane. 

(5)  MTU’s  are  normally  required  tobe 
delivered  30  days  in  advance  of  the 
scheduled  delivery  date  of  the  repre¬ 
sentative  airplane. 

(6)  Contractors  will  be  required  to  af¬ 
ford  such  priority  to  the  MTU  as  maybe 
required  to  insure  timely  delivery. 

§  1059.603  Procurement  of  external 
fuel  tanks,  (a)  WADC  is  currently 
standardizing  upon  external  fuel  tanks 
in  an  effort  to  minimize  the  number  of 
different  types  of  tanks  required  by  AF 
aircraft.  It  is  a  joint  responsibility  of 
the  Directorate  of  Procurement  and  Pro¬ 
duction,  Hq  AMC  and  WADC  to  require 
airframe  manufacturers  to  use  standard 
AF  tanks  wherever  possible.  When  a  re¬ 
quirement  for  external  fuel  tanks  exists, 
the  responsible  buyer  of  the  Aircraft  and 
Missiles  Division  will  to  the  extent  prac¬ 
ticable  require  the  appropriate  airframe 
manufacturer  to  use  standard  tanks  for 
the  aircraft. 

(b)  Where  the  airframe  contractor  can 

prove  that  a  standard  tank  is  not  com- 


Saturday* 


March  1,  1958 


Hble  and  WADC  ooncurs,  it  will  be 
FJ  responsibility  of  the  airframe  manu- 
Trturer  to  design  a  tank  for  the  particu- 
r  aircraft  based  on  USAP  requirements 
nd  accomplish  initial  supply  thereof  as 


CPE- 


Such  CPE  quantity  will  be  limited  to 

®  instaUations  and  spares  quantities 
pnuired  to  support  thfe  first  fiscal-year 
IrLtity  of  aircraft  using  the  new  tank. 
Jtsuch  time  as  the  new  design  has  been 
standardized  by  WADC  and  producibility 
established,  continuing  supply  will  be 
accomplished  as  GFAE. 

.  1059.604  Procurement  of  petroleum 
oroducts-(a)  Definition.  For  the  pur¬ 
pose  of  this  section,  “petroleum  prod- 
ttts”  as  used  in  this  section  applies  to 
ail  products  of  petroleum  peculiar  to  air- 
jraft  These  materials  are  further 
divided  into  the  following  two  categories: 

(1)  Category  I,  aircraft  engine  fuel 
and  oil,  and  services  related  thereto. 

(2)  Category  n,  all  petroleum  products  • 
other  than  aircraft  engine  fuel  and  oil, 
and  services  related  thereto. 

(b)  Policy— ( 1)  Category  I.  All  types 
of  materials  in  this  category  necessary 
to  be  used  in  connection  with  AF  con¬ 
tracts  will  normally  be  supplied  as  Gov¬ 
ernment-furnished  property  (GFP) . 
The  only  exceptions  to  this  requirement 
will  be  where  the  circumstances  sur¬ 
rounding  the  proposed  use  or  procure¬ 
ment  of  the  materials  in  this  category 
make  it  manifestly  impractical  or  eco¬ 
nomically  not  feasible  to  obtain  such 
materials  as  GFP.  Such  circumstances 
are  construed  to  be: 

(1)  Where  the  contractor  has  conclu¬ 
sively  established  that  it  would  not  be 
feasible  or  practicable  to  make  available 
adequate  facilities  to  handle  GFP  fuel. 

(ii)  Where  the  contractor’s  typical 
order  quantities  would  not  warrant  GFP 
procurement.  Such  typical  order  quan¬ 
tities  should  be  less  than  tank-truck 
capacities,  i.e.,  less  than  between  7,000  to 
8,000  gallons  of  fuel. 

(2)  Category  II.  All  types  of  materials 
of  this  category  required  by  a  contractor 
will  be  furnished  by  the  contractor  as 
CFP. 


SUBPART  6— INDUSTRY  PREPAREDNESS 
MEASURES  CONTRACTS 

5  1059.702  General.  Industry  pre¬ 
paredness  measures  are  of  two  cate¬ 
gories: 

(a)  Plans  and  data  which  will  provide 
for  the  accomplishment  of  industry  pre¬ 
paredness  to  meet  mobilization  produc¬ 
tion  objectives.  This  involves  the 
determination  of  such  requirements  as 
manpower,  materials,  machine  tools,  and 
facilities  necessary  to  provide  an  ade¬ 
quate  production  structure  to  meet  a 
proposed  program  and  to  insure  con¬ 
tinued  production.  These  measures  are 
divided  into  three  types: 

(1)  Industry  security. 

(2)  Licensee — Licensor  study. 

(3)  Exploratory  measures: 

(i)  Production  capability. 

(ii)  Production  preparedness. 

(iii)  Duplicate  data. 

(iv)  Economic  readjustment. 

(b)  The  elimination  of  specific  manu¬ 
facturing  bottlenecks  in  aircraft  and  re¬ 
lated  components  by  solving  production 
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problems  connected  with  high  volume 
output.  This  category  involves  proc¬ 
esses,  designs,  and  methods  to  improve 
industry  preparedness  and  accelerate 
post-M-day  production.  These  measures 
are  divided  into  six  types : 

(1)  Reduction  of  critical  materials. 

(2)  Development  of  special  purpose 
tools  and  equipment. 

(3)  Development  of  production 
methods. 

(4)  Redesign  of  items  for  high- volume 
production. 

(5)  Pilot  production. 

(6)  Development  of  processes. 


SUBPART  I — TERMINATION  OF  SECOND 
SOURCES 


§  1059.902  Policy,  (a)  Basic  AF  policy 
dictates  the  establishment  and  mainte¬ 
nance  of  a  production  base  capable  of 
orderly  and  rapid  acceleration  to  mobili¬ 
zation  production  rates.  The  policy  in¬ 
cludes  the  retention  of  second  sources 
when  it  is  determined  to  be  in  the  best 
interests  of  the  Government.  When  per¬ 
tinent  facts  and  circumstances  warrant 
the  termination  of  a  second  source,  the 
policy  stated  herein  will  apply. 

(b)  Pritfr  to  terminating  or  canceling 
second  sources  for  aircraft,  engines,  pro¬ 
pellers,  or  major  equipment  items  such 
as  fire  control  systems,  etc.,  procurement 
personnel  will  obtain  approval  from  Hq 
USAF.  Such  approval  of  the  termination 
of  second  sources  for  items  other  than 
aircraft,  engines,  propellers,  or  major 
equipment  items  will  not  be  required  ex¬ 
cept  where  unusual  conditions  exist  or 
large  termination  costs  are  involved. 


SUBPART  J— FUNDING  OF  SUPPLY  CONTRACT 
TO  INCLUDE  PRODUCTION  ACCELERATION 
CAPABILITY  AND/OR  PRODUCTION  COM¬ 
PRESSION  CAPABILITY  PROJECTS 


§  1059.1002  Definitions,  (a)  “Produc¬ 
tion  acceleration  capability”  applies  to 
developing  capability  for  rapidly  acceler¬ 
ating  production  of  tactical  or  supporting 
systems  to  a  predetermined  peak  rate  in 
the  shortest  possible  time. 

(b)  “Production  compression  capa¬ 
bility”  applies  to  developing  a  capability 
for  maximum  all-out  production  of  stra¬ 
tegic  and  air  defense  weapon  systems 
during  the  initial  phase  of  a  general  war 
(i.  e.,  first  60-90  days) . 


§  1059.1003  General.  The  primary 
objective  of  the  Industrial  Production 
Readiness  Program  is  to  create  a  flexible 
and  responsive  production  base  that  can 
readily  adjust  to  current  program 
changes  and  to  the  special  requirements 
of  a  limited  or  general  war.  This  objec¬ 
tive  can  only  be  achieved  if  production 
acceleration  and/or  compression  projects 
are  made  a  continuing  and  integral  part 
of  the  appropriate  weapon  or  support 
system  development  and  production 
cycle.  The  administration  of  these  proj¬ 
ects  must  be  in  sufficient  detail  to  insure 
good  management  and  close  control  at 
all  times,  including  status  of  funds. 


Part  1080 — Production  Surveillance 
and  Control 


§  1080.002  Functional  areas  of  pro¬ 
duction  management  as  related  to  pro¬ 
duction  surveillance  and  control.  The 


following  functional  areas  will  normally 
be  the  responsibility  of  production  or¬ 
ganizations  within  the  air  materiel  areas 
(including  overseas) : 

(a)  Provide  surveillance  and  control 
of  the  industrial  complex  required  to 
insure  that  end  items  and  support  items 
on  AF  prime  contracts  under  the  geo¬ 
graphical  or  product  assignment  of  the 
AF  activity,  are  delivered  according  to 
the  required  delivery  schedule. 

(1)  Insure  that  action  is  taken  to 
correct  difficulties  affecting  production, 
and  render  such  assistance  as  may  be 
necessary. 

(2)  Render  assistance  to  the  contrac¬ 

tor  and/or  to  other  segments  of  the 
procurement,  production,  supply,  main¬ 
tenance,  and  quality  control  activities 
wherever  possible  for  expediting  critical 
materials,  provisioning  data,  compo¬ 
nents,  facilities,  or  tooling  to  maintain 
the  required  delivery  schedule.  This  will 
include  expediting  contractor-furnished 
equipment  on  subcontracts  when  re¬ 
quested.  ' 

(3)  Insure  that  GFP  shortages  are 
brought  to  the  attention  of  the  ap¬ 
propriate  AMC  activity  and  that  action 
is  taken  by  the  responsible  AMC  activity 
to  alleviate  thb  shortages. 

(b)  Determine  and  catalog  through  a 
survey  application  the  capability  and 
availability  of  facilities  for  production, 
maintenance,  and  modification  of  AF 
material,  including  machine  tools  and 
other  production  equipment  available  to 
each  manufacturer  and  the  plant’s  ac¬ 
cessibility  to  supplies  of  labor,  raw  ma¬ 
terials  processes,  transportation,  and 
other  instruments  of  production  which 
would  be  required  for  expansion. 

(c)  Provide  guidance  and  technical  as¬ 
sistance  to  the  contractor  in  developing 
industrial  plans,  including  production 
capability  and  industrial  defense  plans. 
Provide  such  guidance  and  technical  as¬ 
sistance  and  evaluate  the  contractor’s 
effectiveness  through  regular  and  special 
surveys  and  studies. 

(d)  Determine  the  overall  status  of 
/  industrial  production  within  the  assigned 

geographical  area  through  observation, 
analysis,  and  evaluation  of  industrial 
conditions,  trends,  and  new  develop¬ 
ments  in  manufacturing  materials,  proc¬ 
esses,  and  techniques  which  have  a  sig¬ 
nificant  effect  on  the  ability  of  industry 
to  meet  the  production  objectives  of  the 
Air  Force.  , 

(e)  Maintain  liaison  with  key  person¬ 
nel  of  industry  with  respect  to  production 
planning  programs.  Through  these  con¬ 
tracts,  keep  informed  of  the  latest  devel¬ 
opment  of  management  technique  in 
relation  to  industrial  production  plan¬ 
ning.  Assist  contractors  in  determining 
manpower  required  to  meet  schedules 
and  revised  production  plans. 

(f)  Provide  guidance  and  technical 
assistance  relating  to  producibility 
studies,  standardization,  product  im¬ 
provement,  service  test,  specification  and 
requirement  evaluation,  and  engineering 
responsibility  throughout  the  reproduc¬ 
tion  and  inproduction  phase  to  insure  a 
balance  between  design  and  the  utiliza¬ 
tion  of  materials,  labor,  tooling,  plant 
and  equipment  to  achieve  efficient 
producibility  to  meet  AF  requirements. 


RULES  AND  REGULATIONS 


therein  are  procurable  and  moAhi.. 
with  program  limitations. 

(Sec.  8012,  70A  Stat.  488;  10  U.  S.  c  tow 
Interprets  or  applies  secs.  2301-23ii 
Stat.  127-133;  10  U.  S.  C.  2301-2314)  %  711 

[seal]  Charles  M.  McDemjojj 
Colonel,  VSAF,  Deputy  Director 
of  Administrative  Services 

[P.  R.  Doc.  58-1512;  Piled,  Feb.  28  m 
8:45  a.  m  ]  '  ** 


(g)  Maintain  a  production  followup  to  accurately  forecast  production  capa- 
and  expedite  action  with  the  contractor  bility. 

and  AP  activities  on  all  major  engineer-  (i)  Assure  timely  compilation  of  con¬ 
ing  changes.  figuration  data  and  listing  on  weapon 

(h)  Acquire  and  maintain  the  current  systems,  subsystems,  and  supporting  sys- 
status  of  production  and  industrial  ca-  terns.  Review  production  lists  in  light  of 
pacity,  expansibility,  labor,  facilities  and  all  actions  and  considerations  necessary 
industrial  equipment  requirements,  pro-  to  procure,  produce,  and  deliver  the  items 
curement  and  production  lead  time,  eco-  to  meet  a  planned  program  and  recom- 
nomic  capability,  and  other  data  as  may  mend  action  to  change,  substitute,  or 
be  essential  for  ready  reference  in  order  otherwise  assure  that  items  contained 


